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PART T’

-

Summary and Conclusmns

The difficulties faced by Austria in esta,bhshmg a self—suppmtmg
economy began at the end of the first world wvar. After a tremendous
struggle and period of adjustment Austria had just about overcome
its economic unbalanée in 1937 the year before the Anschluss.
Since then the situation has'been greatly aggravated by the problems
stemming from World War IT and by the continued four-power ocel:
pation,

Until 1918, Austria was the key component of & well-balanced large
economic unit, the Austrian-Hungarian Empire ; independent, Austria
became a small republic of- 32,000 square miles inhabited. by a little
more than § million people. Vienna -contained nearly one-third of
the new republic’s total pc-pula,tmn a large part of this population
had been previously ncrflge& in’ the 'activities appropriate to the
capital of a-large empire. The capital city became the industrial
center of a small country which could neither supply its own food
requirements and raw materials nor consume the products of its in-
dustry. Natural resources were, in many cases, undeveloped as many
jtems had been supplied more economlcally by other parts of the
monearchy.”

Austria could no longer pay for a substantial part of its needs
through the performance of political, administrative, and financial
services. Lacking sufficient capital to expand productioh to pay for
necessary imports, and hampered in its search for markets by trade
barriers, Austris went through a peried-of inflation and economic -
instability in the 1920% and a depression after 1980, The Government
was forced to seek assistance in the form of foreign loans. ~ Strenuous
efforts of the Austrian Government to increase agricultural produc-
tion brought about a decrease in food unports from.32 percent of all
imports in 1924 to 28 percent of all imports in 1937.-

Systematic exploitation of the country’s natural resources, ifs
-forests, its hydroelectric potentlal, and its limited mines was paralleled
by increased efforts to maximize its-invisible receipts. ‘With improve-
ment of facilities Austria became one of the best favored vacation
lands, attracting a large number of tourists. Capitalizing on its
central Turopean location, Austria developed considerable income
from transit trade and traffic. As a result of these efforts, Austria
for the first.time virtually paid its own way in 1987. The deficit
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on merchandise account in that year was almost covered by income
from tourism, services, and revenue from assets retained in the coun-
tries which were formerly part of the Austro-Hungarian Empire.

Tn March 1988, Austria was annexed by Germany and its econdmy
integrated with that of the Greater Reich. Some lasting economic
gains .resulted, including hydroelectric and petroleum development
and expansion of capacity in heavy industry. On the other band, the
emphasis on war preparation resulted in considerable industrial un-
balance. Agricultural development was also arrested.

The war caused widespread damage. With the surrender, Austria
was left with a disrupted politieal structure, a prostrate economy, and
no, foreign assets to assist in a new start. This was aggravated by
removal of plant and equipment by the Soviet forces after the war
ended. Awustrian industry after the war was unbalanced; an excess
of capacity existed in some fields while capacity in other phases was
inadequate,

During and immediately after the war, agriculture suffered some
damage and production is still considerably below prewar.

Austria’s agricultural production began to show measurable im-
provement only with the arrival of agricultural supplies under the
United States aid programs. Despite this improvement, Austria’s
production of food at the present time covers only 55 percent of its
currenf consumption.

During the first 2 years after the war, the food supply in Austria
was extremely low; basic rations ranged from 1,200 to 1,550 calories
per day. With the improvement in indigenous output, and with the
help of greater imports, the basic ration has been raised first to 1,700,
then to 1,800 and subsequently to 2,100 calories per day. The average
consumption by the nonfarm population, allowing for supplemental
rations ahd off-ration consumption, is about 2,500 calories daily.

Until the summer of 1947, the availability for consumption of indus-
trial products was also extremely low. Since then there has been
marked improvement. The monetary reform of December 1947, the
increase in industrial production which followed, and the flow of
United States zid, greatly increased the availability of goods.

At the same time the spread between legal and black-market prices
narrowed sharply.

From a virtual standstill in 1945, industrial progress in 1946 was
slow. The severe winter of 1946 resulted in an almost complete shut-
down of industries during the latter part of December and through the
months of Jannary and February 1947. However, with the coming
of spring, power-generation increased, the flow of coal under the aid
programs of the United States, the United Kingdom and UNRRA
became regular and, with increased supplies of raw materials procured
under foreign trade agreements, Austria’s industries began to recover.
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Tn 1948 receipt of aid under the ERP, with its emphasis upon re-
covery rather than relief, pave the Austrian economy a major impetus.
As a result, industrial progress during 1948 was very substantial. In-
dustrial production rose from 44 percent of the 1937 rate during March
1947 and 62 percent during December 1947 to 98 percent by October
1948,

This degree of recovery was achieved in the face of very considerable
political difficulties, Although regarded as a liberated nation with a
functioning government of its own, Austria remained under quad-
ripartite occupation. Basic differences of policy between the Western
Powers and the Soviet Union have made it impossible to conclude an
Austrian treaty which would enable that country to enjoy full free-
dom of action in dealing with its economic problems. Moreover, an
important part of Austris’s economic assets, particularly petroleum,
are under the control of the Soviet authorities and not of the Austrian
(Government,

. Despite the improvement in industrial production which ha’ been
achieved since the summer of 1947, Austria’s foreign accounts remain
badly out of balance. While income from transit traffic and tourism
may be expected to recover, Austria’s foreign investments have been
lost almost completely and the ability to earn income from other
service accounts has been greatly diminished. Requlrements for es-
sential imports of food, fuel, and raw materials remain well in excess
of the present export potentlal

Austria can approach a self-supporting status only through inten-

sive development of her indigenous resources. Qutstanding in this
program is the development of Austria’s very large hydroelectric
potential, which would permit substantial savings in requirements
“for coal imports. Agriculture will need to be expanded to reduce food
imports and forestry to provide a source of export revenue. Consider-
able investment is needed in Austria’s basic industries, partly in order
to AIl the gaps in the industrial structure resulting from the German
occupation, the war, and the postwar removals of equipment by the
Soviets, and partly to establish higher production levels. The trans-
port system also needs rehabilitation.

The development of sources for the required investment funds is a
crucial problem. Private investment is at a low level. Government
revenues are sufficient only to pay for the ordinary expenses of Gov-
ernment. Therefore while there is a substantial program of (zovern-
ment investment, it is based almost entirely upon the use of counter-
part funds.

The long-range recovery program, submitted by the Austrian Gov-
ernment, reflects these difficulties. Two-thirds of the total net invest-
ment planned for the next 4 years is to be financed by the Austrian
Grovernment, and this financing is to be derived entirely from counter-
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part funds. The long-range plan for the use of eonnterpartfunds for
this purpose, in fact,is well in excess of their probable availability.

_ The Austrian recovery program, moreover, shows g foreign trade
deficit of aimost 100 million dollars in 1952-53. The revenue from
exports and mvisibles is expected to cover in that year only 82 percent
of the total foreign exchange expenditures.

- .~ - Without & Iarge-scale investment program, Austria cannot achieve
a self-supporting status. Consequently, it would-appear essential that
adequate sources of investment funds be provided. To do this would
require strong fiscal measures both to provide additional Government
revenue availabie for investment and to divert a substantial amount
of private expenditure from consumption to investment channels. If
these tasks are performed, it should be possible to bring Austria’s
foreign accounts into cléser balance within 4 years than is contem-
plated in its long-term program. .

During 1048 the ERT has provided fuel and raw materials, without
which Apstrian industry .could not operate, and the capital goods
needed to-initiate the long-range investment program. The benefits
derived from the fuel and raw materials imports were evidenced in
the sharp and steady improvement in industrial production during
the past year. The advantages which will result from the investment
program will, of course, take longer to become apparent but such a

_ program is prerequisite to Austria’s achieving a self-supporting status.

Austrian exports have also reflected the stimulus of increasing pro-
duction made possible largely by foreign aid. Exports during the
first 9 months of 1948 wers at more than twice the 1947 rate. Never-
theless, it remained impossible‘to avoid a large deficit, estimated in the
Austrian program’ at 206 million dollars for the current fiscal year.
The sharp reduction in Austria’s invisible earnings has contributed:
to, this deficit and- reflects small receipts from tourism arnd transit
traffic and the loss of foreign investments, ‘

. Under the Austrian program for 194849, as sereened by the OEEC,
206 million. dollars of this deficit is with the Western Hemisphere.
There is.an additional deficit of about 22 million dollars with other
nonparticipating countries, particularly with eastern Furope which
bas always been a major source of food, fuel, and raw materials for
Austria. This results in a total dollar deficit of 228 million dollars.
The Austrian Government assumed that about 11 million dollars of this
amount would be covered by loans from the Export-Tmport Bank and
the War Assets Administration, leaving the requirements for ECA.
aid at'217 million dollars.

On the.basis of the latest figures available, about 13 milliori dollars
will be financed by loans and advances from non-ECA. sources. This

. would leave the net dollar deficit for the fiscal year to be covered by
ECA at 215.2 million dollars. -



The Austrian request and aid granted in 194849, as well as the
request and estimate for 1946-50, are summarized in the followmg

table: o
Tapie 1.—Bziernal aid required

[T millions of dollars]
104849 1949-50
Austrian request for gross dollar 1. o .- emmeeeme e . s “217,0
OREC recommendation of gross dollar aid . - 217.0 | - I
ECA estimate of grosa dollar aid e —————i immmm————————— 215.2 1970

1 National siybmissions for 1840-50 not yet reviewed by OEEC.

Austria received an allotment of 62 million dollars as a direct grant
for the second calendar quarter of 1948, To date, of the programed
amount of 2152 million dollars for fiscal 1949, Austria has réceived
allotments totalling 158.8 million dollars, of which 154.4 million is a
direct grant and 4.4 million conditional aid. ’

An additional allotment. of 56.4 million dollars will be necessary to
complete the program for.1948-49.

The program submitted by the Austrian Government for the fiscal
year 1949-50 contempla,tes a 200-calorie increase in food consumption
and limited increases in the availability of other consumer goods to-the
popu]atlon The program calls for an increase of about 10- percent
in the production of foodstuffs resulting from an expansion in the
area under cultivation, and increased yields stemming from greater
use of fertilizers. There would be 2 rise in the.output of bread grains,

-a substantial increase in sugar heet cutput, and higher pro&uction of
meats, fats, and milk,

The supply of raw materials, including coal, to Industry, a.ccord.mg
to the program, would increase about 10 percent. This increase 1s
in accord with the planned rise in'industrial produetion.

No over-all estimates of the investment program for 1949-50 have
been presented. However, about 40 percent of the machinery which
it is planned to import durmg the next 3 -years-is scheduled for pur—-
chase during 1949-50.

- The Austrian program contemplates total foreign exchange expendl-

tures for 1949-50 amounting to 571 million dollars, or about 12 percent
greater than in the 194849 progran. Commodity imports under’ the
‘program would.rise from 47 1 million t6 519 million dollars; or about
10 percent.

Invisible expenses are expected to increase by 85 million dollars
Thig reflects, prlnclpaﬂy, anticipated payment on a debt owed to the
Bizone on past transactions, as well as interest and jnitial installment
payments against Export-Import Bank and War Assets credits.

The import program as submitted shows prca]ected purchases in the
Western Hemisphere at about the same level as in the 1948-49 pro-
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gram. Imports from other participating ecountries and other non-
participating countries (principally Eastern Europe) would increase
substantially. In terms of percentage, imports from the Western
Hemisphere would decline from 41 percent of the total under the
1948-49 program to 38 percent in the 1949-50 program.

Exports would rise from 189 million dollars planned for 1948-49
to 251 million dolars in 1949-50, an inerease of about 83 percent.

Under the Austrian program the net deficit on current account
would be 288 million dollars, as compared with 296 million dollars in
the 1948-49 program. Of this total, 190 million dolars would repre-
sent the deficit with the Western Hemisphere. Trade with other
participating countries would show a debit balance of 71 million dol-
lars and trade with other nonparticipants a deficit of 27 million dollars.

It is recognized that the present food consumption standard in
Austria remains below prewar and the availability of other consumer
goods to the population is relatively much lower. Nevertheless, it
would appear that any improvement in the level of food consumption,
such as that contemplated by the Austrian Government, must await
considerable further progress toward the goal of a self-supporting
economy,

It is essential that Austria make a strong effort to finance
a larger part of its essential investment program from ils own
financial resources, instead ‘of by counterpart funds slome. The
coming fiscal year should therefore see a strong effort to channel
substantial private Austrian funds into the investment program by
appropriate fiscal measures. This would necessarily result in retard-
ing improvement in the level of personal consumption.

In the circumstances, it is believed that some reduction in the
proposed import program is appropriate, principally with regard to
food. At the same time, calculations indicate that there should also be
some reduction in the import requirements for coal. With these modi-
fcations, however, the import program is regarded as a sound basis
for continued recovery, The requirements for industrial raw mate-
rials are geared to the anticipated level of production. The planned
imports of equipment form an indispensable part of the long-term pro-
gram designed to permit more effective utilization of Awustria’s eco-
nomic resources. These reductions yield a total import figure of 471.3

million dollars as compared with the Austrian request of 519.3
million dollars.

The export program submitted by the Austrian Government repre-
sents an increase of about one-third over 1948-49. This reflects prog-
ress along the road toward a self-supporting econcmy.

On this basis, it is estimated that the net dollar deficit on current
and capital account would-amount to 197.0 million dollars. Austria
has no souree other than ECA. aid to inance such a deficit. )
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PART I _

Chapter I. Analysis of the Current

Situation

A. CONSEQUENCES OF THE WAR

Before 1918 Austria was the key component of the Austro-Hun-
garian monarchy—a well-balanced large economic unit—an empire of
240,000 square miles with 2 population of 51 million. With the dis-
solution of this empire Austria became one of the several successor
nations, a republic of 32,000 square miles inhabited by a little more
than 6 million people. Vienna contained nearly one-third of the
new republic’s total population; a large part of this population had
been previously engaged in the activities appropriate to the capital
of a large empire. The capital city became the industrial center of
a small country which could neither supply its own food requirements
and raw materials nor consume the products of its industry. Nafural
resources were, in many cases, undeveloped as many items had been
supplied more economically by other parts of the monarchy.

Import requirements of food and raw materials made it imperative
for Austria to export her industrial products but the raising of tariff
barriers in areas with which it had once traded freely made the res-
toration of trade connections difficult. _

Austria had little to offer in that period. It could no longer pay
for a substantial part.of its needs through the performance of political,
administrative and financial services. Lacking sufficient capital to
expand the internal market and to pay for necessary imports, Austria
went through a period of inflation and economic instability in the
1920’s and a depression after 1930. The Government was forced to

. seelr assistance in the form of foreign loans. Strenuous efforts of

the Austrian Government to increase agricultural produetion brought
about o decrease in food imports from 82 percent of all imports in
1924 to 98 percent of all imports in 1987. ’
Systematic exploitation of the country’s natursal resources, its for-
ests, its hydroelectric potential, and its limited mines was paralleled
by increased-efforts to maximize its invisible receipts. With improve-
ments of facilities and development of a road system and cable cars
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to mountain peaks, Austria became one of the best-favored vacation
lands, attracting o large number of tourists. TCapitalizing on its cen-
tral European location, Austria developed considerable income from
transit trade and transports. As a result of these efforts, Austria
for the first time virtually paid its own way in 1987. The deficit on
merchandise account was almost covered by income from tourism,
services and revenue from assets.reteined in the successor countries.

In March 1938, Austria was snnexed by Germany and its economy
integrated with that of the Greater Reich. Some lasting economic
gains resuited, including hydroelectric and petrolewm development
and expansion of capacity in heavy industry. The emphasis on war
preparation, however, created considerable economic dislocation; for
example, agricultural development was arrested and industry became
unbalanced. . '

The war caused widespread damage. This was aggravated by re-
moval of plant and equipment by the Soviet forces after the war
ended. With the surrender, Austria was left with a disrupted polit-
jeal structure, a prostrate economy, and with no foreign assets to
assist in a new start. The years 1945 and 1946 were extremely
difficult. With increasing aid from the United States and the United
Kingdom, however, recovery began in 1947 and rapid. progress was -
made in 1948,

Austria is in & unique position among the participating countries
in that it has a eentral government of its own while still being occu-
pied by four Allied Powers, Austria was occupied not as an ex-enemy -
ccuntry but with a view. to the restoration of a viable independent
state. In the Moscow Declaration on Austria of November 1, 1943,
the United States, jointly with the other Allied Powers, declared its
desire to sce Austria reestablished as an independent state with politi-
cal and economic security, The United States recognized Austrig as a
liberated country comparable in status to other liberated areas, sub-
ject only to the controls reserved to the occupying powers in the new
control agreement for Austria of June 28, 1946. By virtue of this
agreement, the Allied Powers are in a position to exercise certain
political and economic controls over Austrian affairs until such time
as an -Austrian treaty may come into force. At the same time, they
bear a certain responsibility to_ assist in the political and economic
reconstruction of the country. The four occupying powers pledged
themselves “to assist the Austrian Government, to recreate & sound and
democratic national life based on stable economic and financial
conditions.” S

In the absence of a treafy, Austria remains under military occupa-
tion and divided into four zones. Movement of persons is free but
there has been some interference from time to time with the movement
of goods from eastern to western Anstria.
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Certain controls are still exercised over the Austrian Government
in the political and economic fields collectively through the Allied
Counci] for Austria and individually in the four sepaTate zones
through thé respeetive commanders in chief. Acts of the Austrian
Government are subject to review, but not veto (unless unammous),
by the Allied Council for Austria in Vienna.

The essential tasks of occupation may be regarded as° completed
the severance of Austria from Germany has been accomplished, Aus-
- trian national identity and the fdbric of Austrian institutions have
been restored. Estensive progress has been made by Austria in re-
gaining its position as o member of the international community on an
equal footing with other states. Austria exchanges diplomatic repre-
sentatives Wlth other governments. It has joined specialized agencies
of the United Natlons and other international organizations which
seck to attain common ends through the cooperation of indepefident
national stotes. Austria is, for example, a participating member of
‘the Organization for European Economic Cooperation, the Food and
Agriculture QOrganization, the International Labor Organization, In-

ternational Civil Aviation Organization, International Bank for Re- -

construction and Development, and Internetlonal Monetary Fund.
 'The present Austrian Government was formed in accordance with
the results of the free national election in November 1945 and has
maintained a clear record of internal stability, resistance to-commi-
nism, support of democratic reconstruction, and devotion to national
independence. Two major political groups emerged after the first
world war and have persisted to'the present time, the People’s Party,
which represents principally clerical, conservative, business; and peas-
ant elements, and the Socialist Party'which‘drews its strength pri-
marily from the urban working-class and lower middle-class groups
including a number of small farmers. These two groups organiZed
since the war divide political power almost equally between them.
They hold 161 out of 165 seats in Parliament, with the People’s Party.
having 85 and the Socialist Party 76 representatives. = Despite differ-
ences in their programs, both parties have cooperated closely as part-
ners in the Government. The Austrian Socialists liave been strongly.
anti-Communist. Both the People’s Party and the Socialist Party
have a long political tradition in Austria and have a solid foundation: *
inthe socml structure of the country. Their dominant POSIthIl, there-
fore, could be shaken only if the social structure itself, owing to a
deterioration of the economic situation; should undergo a serious
‘transformation. ‘

The Communists;-as the third political party, are small in number,
having obtained only 5.4 percent of the total vote in 1945 and four -
seats in Parliament. . Although they had one representative in the
Government until November 1947 and although they have been given
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Soviet support, they have had no significant influence on the policies
of the Government. ’

The Government has pursued a course of rebuilding the country’s
political and economic structure within the framework of republican,
federal, and' democratic constitutional system. It has stood frm
against Communist atfacks and against Soviet interference both in
internal administration and in the application of Austrizn law. Even
if a future election should bring changes in the relative strength of
the the fwo major parties, it is unlikely to affect the democratic com-
position of the Government or to increase Communist influence on the
internal affairs of Austria materially unless the Government fails to
continue its efforts to create stable economic conditions.

Occupation nevertheless continues under these conditions because
of the differences between the Western Powers and the Soviet Union
over certain basic issues of the Austrian treaty. This has prevented
final agreement in spite of efforts since June 1948 to conclude the
treaty, and of agreement on many of the articles. The continued
occupation without settlement of fundemental differences between
the Allied Powers concerning Austria has caused the following hin-
drances to the recovery of that country:

Arbitrary intervention.~The Austrian Government must constantly
cope with uncertainties in political and economic matters arising from
the oceupation, with the arbitrary and unilateral action of the Soviet
authorities in the eastern zone and Soviet sector of Vienna and with
Soviet obstruction in the Allied Commission. The Soviet occupying
forces have been responsible for many arrests and abductions of public
officials as well as private persons. Soviet pressure also has been
brought to bear through obstructing the shipment of certain commodi-
ties from the eastern end western zones; far-reaching demands for
Austrian railroad equipment and scrap metal, claimed as war booty;
Soviet efforts to conclude bilateral agreements in settlement, outside
. the Austrian treaty, of major questions affecting the Soviet position
in Austria. The resulting personal and material insecurity has tended
to depress Austrian initiative and to retard systematic creation and
execution of long-range economic programs.

Unsetiled property questions.—The Potsdem Agreement expressed
the general principle that German enterprisesin eastern Austria should
become the property of the Soviet Union, and German enterprises
elsewhere in Austria that of the other powers. Ithas not as yet proved
possible to obtain agreement on individual properties to be transferred
to the Soviet Union as former German assets or as compénsation in
lieu of specific properties, nor on the conditions under which the Soviet
Union would exercise such property rights in Austria after the coming
into force of a treaty. In the absence of a settlement of this type and
through exploitation of its position as an occupying power, the Soviet
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Union has extended control over a series of enterprises claimed as
German assets iri the Soviet area of Austria. These are operated
through o large industrial organization known as USIA (Administra-
{ion of Soviet Controlled Enterprises in Austria), generally outside oi
Austrian law and administrative regulations. The broad interpreta-
tion given to German assets by unilateral Soviet decision prior to any
agreed settlement is responsible for & continuing drain on the Austrian
economy and for an element of uncertainty in some sectors of Austrian
economie life.

Lack of control by Auséria over facilities and indigenous resources.—
The conditions created by the continuing occupation and the unre-
solved property questions deny to Austria full freedom of action in
utilization of its own facilities and indigenous resources. A outstand-
ing example is the inability of the Austrian Government to exercise
control over the oil resources and facilities in the eastern zone; it
cannot determine the rate of production, the distribution of oil supplies,
and the amounts available for export and for domestic use, and, even
worse, some 55 percent of the petroleum production of Austria is esti-
mated as being syphoned off without benefit to the Austrian economy.

In spite of persistent attempts of the Austrian Government to bring
economic activities of the Soviet-controlled enterprises fully under
Austrian law, it has not been able to prevent the withholding of many
products by the Soviet authorities from the Austrian economy. It
has also proven impossible to reopen the Danube in the Soviet zone to
commercial shipping.

Ocoupation costs—The occupying powers have levied each year
oceupation costs ranging from one-third of the Awstrian budget in
1946 to about one-tenth in 1948. The Soviet Union has insisted upon
the full use of its share; the United Kingdom and France have at-
tempted, during the last year, to limit their requirements for occu-
pation costs bo a minimum and the United States has been on a pay-
as-you-go basis since June 1947, thus providing the Austrian economy
with dollar receipts of approximately 12 million annually. The finan-
cial drain on the economy through occupation costs amounts to ap-
proximately 500 million schillings annually. In addition, the requisi-
tion of materials, facilities and services, although decreasing in extent
but not all paid for by occupation cost schillings, places an additional
burden on the economy. The rendering of priority services to the
occupying powers, particularly in the case of the Austrian railways
results in operational deficiencies.

Displaced persons—An additional strain is placed upon the Aus-
trian economy through the presence of some 430,000 displaced persons,
a, majority of whom are consicdered stateless and for whose eare the
Amstrian Government must spend an estimated 150 million schillings
per annum. '
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A valuable asset for economic recovery is the high degree of polit-
ical and social stability achieved by Austria sinee its liberation.
The Austrian population has shown extraordinary social discipline
in the difficult circumstances since the end of hostilities. During this
period no serious strikes and no social unrest have hindered the opera-
tions either of the Government or of the occupation forces, The Aus-
{rian trade unions have accepted .sacrifices and maintained strict self-
control in the face of continuing economic scarcity and have avoided
resorting to measures which would have a serious inflationary impact.

The coalition government has been maintained unimpaired even
though its existence hag been threatened at times by the attempt of
either the People’s Party or the Socialists to take partisan credit for
joint accomplishments or to engage in mutual recriminations over his-
torical differences. Nevertheless, the coalition has survived each of
these threats and offers every prospect of continuing to serve as-a factor
of stability and resistance to Soviet interference. The strength of the
coalition has enabled the Austrian Government to pursuve an inde-
rendent course and to resist firmly external pressures and Communist
attacks.

The achievement of'such conditions can be attributed to three chief
factors:

(1) The character of the social organization in Austria;

(2) The need for cooperation in dealmg with problems created by
the occupation;

(8) Agreement between the Peaple’s Party and the Socialists on
fundamental- policy aims. These include the attainment of full

.national independence for Austiia as a free and democratic state, the
revival of economie life on a sound basis, and the maintenance of inter-
nal stability.

In sumumary, Austria was faced with extremely difficult political and
eccnomic problems after the end of the war. It isstill unable to utilize
its industrial and agricultural resources fully. . Nevertheless, it has
been able to avoid runaway inflation and to achieve substantial indus-
trial progress since the latter part of 1947, While Austria should ben-
efit greatdy from participation in the European Recovery Program, it
will-continue to encounter major difficulties until the present political
uncertainties can be resolved through the conclusion of an Austrian
treaty. . ’

B. PRODUCTION
1. Agriculture _ Lo ¢

Following the dissolution of the Austro-Hungarian Empire, Austria
was left with only 8 percent of the agiiecultural land: of the former
Empire. During the interwar years, the Austrian Republic made
great strides toward maximizing production by increasing the land
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under cultivation and by improving the yields in both erops and
livestock. Production of bread grains increased ; the country changed
from an importer of dairy products to a-net exporter and became self-
suflicient in the production of potatoes and sugar. The production
of vegetables, meats, fats, and oils increased. Agricultural production
in Austria reached its high point just prior to the Anschliuss, when
it.supplied approximately 75 percent of Austria’s food requirements.
The bulle of the indigenous output came from the eastern part of
Aastria, now the Soviet zone of oceupation.

- The remaining 2§ percent of Austria’s food requirements had to be
imported. Imports provided 45 percent of consumption requirements
for fats and oils, about one-third for bread grains, and 20-percent for
animals and meats. Of these food imports, Austria bought the greater
part in European countries, particularly in the food surplus areas to
the east and southeast.

During and immediately after the war, agriculture suffered heavily.
Cultivation practices and insect control deteriorated, adequate fer-
tilizer was unavailable and the quality of available seeds was low.
TFarm machinery was poorly maintained. Most of the machinery used
was of German manufacture and spare parts were not available. Dur-
ing the last days of the war, the retreating German Army and the
advancing Soviet Army requisitioned farm tractors and trucks. .

Austrian agricultural production began to show measurable im-
provement only with.the arrival of agricultural supphes under the
United States aid program.

The following table, based on Austman statistics, 1ndlcates land
utilization in comparison with prewar years:

TaBLE 2.—Land utilization.
[in thousand hecifares]

1637 1044 1046 | 1847 1948

Arsble 1and.. . oo mee e e 1,976 1,690 1,627 1,78 1,745
Gardens and orchards, o oo oo oo o -89 (E] 53 56 58
Vineyards. e eee 38 40 a9 38 37
MG OIS e ceccccmmmmmeemmmecmemmmmmmmmmcm—m - 928 1,075 1,059 1,056 1,053
PasilICS.  creeeemmremcerrraraan s remanmmn —a————————— L. 32 376 382 are 369
Alpine mwdows and pastures. oo occemmemceeeeeeec| T 863 853 -801 886 g4
Forests . - - §,135 3,064 3,002 3,081 3,061

"The area devoted to the production of gra,ms and potatoes has fallen
below the prewar avera,ge On the other hand, grass and meadow land
has increased.

Fhe livestock populatlon has fallen well helow prewar when Austria
imported large quantities of livestoek feed from its eastern neighbors.
The stoppage of these imports, combined with the unfavorable years
of 1945, 1948, and the -drought of 1947, has reduced the livestock
populatlon and resultant production of a,mmal produdts.

Austria’s production of food at present covers approximately 55
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percent of its consumption. The 6ther 45 percent is provided through
imports, particularly of bread grains, fats, and sugar. Crop yields
can return to the prewar level rapidly with normal weather and ade-
quate supplies of fertilizer, seeds, and spare parts for farm machinery.

During 1948, Austrian agricultural production has shown marked
improvement. Favorable weather was responsible for some of the
improvement, but imported agricultural supplies brought i under
United States aid programs, were also an essential element. Approxi-
mately 15 million dollars worth of these supplies, consisting mainly of
seeds and fertilizér, enabled Aqstrian agriculture to take advantage of
the first near-normal season since the end of the war. Asa consequence

«of increased production and imports, the daily caloric level for the ]

normal consumer was raised from 1,700 to 1,800 in July, and from 1,800
to 2,100 in September. The potato erop from United States imported
seed potatoes was especially good. Fresh fruits and vegetables were
in better supply through the summer and comparatively few imports
of these commodities were necessary. Payment of a milk subsidy to
dairy farmers is stated to have inereased milk deliveries to such an
extent that, during July and August, for the first time since the war,
skimmed milk was made available to normal consumers in Vienna.

2. Forestry

Following the First World War, . Austria was forced to rely heavily
on its forest resources to pay for necessary imports. Its 8.1 million
hectares of major sprucé forests are capable of producing 9.5 million
cubic meters per year. In peak years the cut exceeded this rate of
growth. Large amounts of wood pulp were also exported to neighbor-
ing countries, since pulp production far exceeded the capacity of Aus-
tria’s paper mills. Ixports declined during depression years, but
Austria’s forest resources between the two wars not only furnished a
livelihood for about one-sixth of the population but also contributed
about one-half of the toumage of all exports.

During the postwar period, production gradually inereased in vol-
ume as logging workers began to receive more adequate food supplies,
- transportation facilities improved, and business in general revived.
From complete stagnation in May 1945, lumber production in 1947
rose to about 85 percent and paper production to about 50 percent of
prewar. Planned production for the following year was reduced at
the insistence of Austrian foresters that overcutting during the twar
had decreased the productive capacity of the forests. However, with
an admitted amnual growth of 8.8 million cubic meters, Austria’s for-
ests could support an annual cut of 30 percent over the 1948 plan. Such
a Jevel of production would be within the limits of annual growth and
enable A ustria o help meet the large demand for wood and Wood prod-
ucts in neighboring countries.
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Logging output has been adversely afiected by the lack of equipment.
A Joan of 900,000 dollars for the import of Iumber machinery has been
secured from the International Bank for Reconstruction and Develop-
ment. Further imports are being obtained with ECA aid.

The fo]lowmg table shows.annual growth, loggnlg and Jumber
production in 1948 compared to prewar.

TaBLE 8~Logging and lumber production in Ausiria

[In million cubic metars]

1837 1048
Annual growth in produective forests. o - e —- £,300 8, 300
Tndustrial wood produetion e e e e 7,100 5, 200
Lumber ProdQuetion . o o e e e e s 1,400 1, 500
3. Coal

The Austro-Hungarian Empire drew the bulk of its coal supplies
from mines located in what i3 now Czecheslovakia, During the
interwar period Austria produced approximately 40 percent of its
coal requirements. ‘Three-fourths of Austria’s coal imports came from
Czechoslovakia and Poland, the balance mainly from Germany.

Following the end of the war, coal production dropped sharply,

but by the end of 1947 it had virtually regained the 1937 level: Due
" 1o the increased requirements for fuel, however, domestic output since
the war hes satisfied only 30 percent of total requirements. Further
increases in production are not anticipated because of the limited
capacity of the Austrian mines. There is some doubt, in fact, whether
_the current, rate can be maintained unless substantinl investment is
made in the mining industry.

Austma’s coal mines (which produce 95 percent lignite) as well
as its mining equipment, have deteriorated as a result of forced pro-
duction and exhaustive operation during the war when new develop-
ment was almost completely neglected. Present output per worker
is 0.75 ton per day as against 1 ton per day prewar. As a result,
mining costs are excessively high. To date the Austrian ;Govem-
ment has refused to sanction higher prices for coal and thus many
mines are said to be operating at a loss and are therefore requiring
Government subsidy.

Tt is vitally important that new mines be developed to assume the
burden of production when old mines, which are now said to be near
exhaustion, cease to be economically operable.

4, Electric Power

In 1987, hy&roelectri(; power output In Austria was 2.9 billion
kilowatt-hours out of a potential of 25-30 billion kilowatt-hours per
annum. - :
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Between 1937 and 1944, the rate of increase of total electrical
energy production averaged over 10 percent yearly. By 1944, total
generation amounted to 5.6 billion kilowatt-hours. The next year,
1945, was one of disorganization and production fell off 43 percent
to only 3.2 billion kilowatt-hours. By 1948, however, output recov-
ered to 4.6 billion kilowatt-hours.

The power network itself sustained httle damage, except in the
. eastern half of Austria.

Part of the equipment was removed by the Germans during the
war for use elsewhere, and some was later removed by the Soviet
forees, Moreover, removal of generating equipment by the French
oceupation forces from certain plants in the French zone of Germany
which had been supplying power to Austria, resulted in a decrease
in availabilities to Austria.

A large-scale program of construction of generating plants and
transmission lines had been started by the Germans in line with
their unification.of the Austrian and German economies. This
program was about 25 percent complete at the end of the war.

(German construction was divided into three main parts which
were correlated with the existing Austrian installations. The Vor-
- arlberg plants in the extreme western portion of Austria have sys-
tems of reservoirs and provide peak power for the industrial see-
tions of southern and western Germany. The Tyrol plants, also in
the west, were linked to the Bavarian grid to the north. In central,
eastern, and southern Austria, whers the bulk of Austrian industry
is located, all consumers and producsrs were united into a compound
hydro and thermal network, whose hydroelectric output was insuffi-
cient, to meet demand at peak periods, especially in winter, when max-
irmum needs coincided with reduced effectiveness of hydro sources,
and the thermal plants, aided by energy imports from Germany,
made up the deficit.

The Austrian Government is still committed to.continuing the export
of power to southwestern Germany from the Vorarlberg plants and to
Bavaria from the Tyrolean system. . This contributes both to meeting
German industrial needs and to prowdmg a source of revenue for the
purchase of coal and other goeds from the Bizone.

-5. 0il
Austria’s.oil resources are sufficient to snpply the country’s maxi-
mum needs and even allow for a substantial export of refined petro-
leum products. Since the war, however, the Soviet authorities have
controlled Austria’s erude-oil and refinery production, all of which
is derived from the Soviet zone. As a result Austria has had aecess
only to.that portiox of the output which the Soviet occupation author-
ities choose to allocate to the Austrian economy.
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An analysis of postwar crude oil and refinery production in Austria

follows: )
TABLE 4—01I production and deliveries
{1,000 mettie tons] .
Crudeill B' Dehtvenes I cted Total 1Ez::-n-
rude o efine == tgi ~+"[ Impo sumpiion
Year production] outpu? “Austrinn’ POL of refined
- B | Economy, products
1087 oo e < g3 312 3L2 1350.3 360.0
1046 e —— e 223.3 101. 6 26.0 14.6 40 6
1046, o e mm————————————————————————— 846.3 567, 4 323.0 36.9 3608
10 e emmcmmmcascm———————————S——— 02706 G08. 6 355.0 2.7 367.7
048 ... - P07. 5 691, 0 337.0 48.7 383.8
1Partly in the form of erude oil.
6. Induostry

Austrian industry suffered serious losses and dislocations during
and immediately after the war. The Soviel occupation: forces re-
moved substantial portions of the heavy industrial equipment from
their zone of-occupation. As 2 result Austrian industry became badly
unbalanced: an excess of capacity existed in some fields while capacity
in other fields was madequate. g

From a virtual standstill in 1945, industrial progress in 1946 was
slow. The severe winter of 1946 ‘resulted In an almost complete shut-
down of industry during the latter part of December and the months
of January and February 1947. However, with the coming of spring,
power generatlon increased, the flow of-coal under the aid programs
became regular, and, with increased supplies of raw materials pro-
cured under forelcrn trade agreements, Aust,rm,s mdustnes started

a steady recovery.

The general upward trend . contmued throughtout 1948, raachlng
approximately 94 percent of the 1937 rate in September, and 98 per—

cent during October: -

Tapre 5—Indices of production of Austrien -mdusiry

[1937 100} -

" | Metal | brrany Con- | yyg

: efal- | eryan 1in-

. WMiming lurgieal | equip- Chemical sulélde;- dustry

ment goods
1947 . -
MArCh. . i ccemmcc e cm e m—n e ——— 71.0 37 8 g 50 8 28 4 44,0
JUDO. eceeemmomnm S 766 5.3 67.5 79.7 39.7 5590 "
Bepiember_____ ———m 8.3 3.2 745 -80.7 48.3 646
BDeeember. o i 82.0, 73.3 823 .7 37. 622
1048

January e 93.3 B3 6 B2.6 100.0 46 5 6%.6
February-._. 828 88 6 9.0 1025 45 4 743
March. 90.0 05 1138 118 0 50.1 326
Aprl L 1012 08 3 1147 120 2 51.8 BL7
May 88.8 919 5.6 111.2 5.3 | 7.3
TN e e s e mr e —————————— . 06.2 117.3 14,7 131.6 59.2 90.4
Jaly — 963 117.8 05:5 129, 4 523 8.5
ANgust e 92 5| - 1159 1062 146.2 .58 4.9
BeniembeT e e ee e mem . ———— 98.9 1120l  100.8 145 2 7.7 93.7
Lo T Ty o 938 9. 116.7 120.2 160 1 7.1 880

1 Thig index is one of three developed since the war.

one lower. 'The one used Is belleved most accurzte.
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Production in the heavy metallurgical, chemical, and machinery
industries has exceeded the average production level of 1987, while
the production of consumer goods has remained considerably below
prewar. The Austrisn Government has assisted the basic industries
and the principal exporting industries, partly at the expense of lower
production of consumer goods for domestic use.

Metatlurgical industries—During September and October 1948,
pig iron production was approximately 56,000 tons monthly, crude
steel was produced at a rate approaching 52,000 tons monthly, and
- volled steel, approximately 38,000 tons monthly.

In 1948 ECA financed the purchase of a 4.3 million dollars blooming
mill for the Donawitz plant with a capacity of 40,000 tons monthly.

Aluminum production, which is subject to serious curtailment in
winter months because of the electric power shortage, has risen from
a low of approximately 50 tons monthly in January and February
1948 to nearly 2,400 tons in July and August. During the current
winter it has slumped to about 800 tons per month.

Mackinery and equipment industry~—Truck production is currently
about 70 units monthly and is expected to exceed 200 units per month
by the spring of 1949. Light tractor output is being maintained at
approximately 350 units per month.

The production of heavy machinery and equipment, such as boilers
and confainers, heavy plate shears, platform scales, construction lifts,
winches, steel structures, and conerete mixers is approaching capacity.
Production of light machinery and equipment. is increasing.

Chemiecal indusiries—The Austrian chemical industry is operating
‘at approximately 76 percent of present capacity. This industry has
been considerably expanded since 1937 although.much of this expansion
is ill designed for Austrian needs. With this augmented capacity the
chemical industry has reached a level of output 50 percent above that
of 1937. Production of heavy chemical salts and fine chemical in-
organics has been started and a coke-gasification plant for large-scale
production has been built. .

Heavy chemical output has also increased steadily during recent
- months, ag has production of glass, soaps, rubber products, adhesives,
paints, matches, wax products, photosensitive materials, inlss and
pesticides.,

Consumer goods industries—FProduction in the Austrian consumer
goods industry remains at a relatively lower Jevel. This is largely the
result of shortages of raw materials and accessories, as well as of
priorities for the heavy industries in fuel and power allocations.

The Austrian textile industry operated at an estimated average
rate of T2 percent of single-shift capacity during October. Short-
ages of certain raw ‘materials, accessories, dies, and chemicals for
finishing woven goods continue to retard production.
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Rawhide collections showed an increase in the fall season, but a
shortage of’ blchromates and chrome alum, and a lack of spare parts
for leather-worlting machmery, in addition to the relatively small
producmon of rawhides, continue to retard the Austrian leather in-
dustry.

Manufacture of--leather shoes approximated 270,000 pairs in
October, the equwalen{, of 54 percent of capacity. In addition to this
output, 280,000 pairs of leather-substitute shoes were produced.
_Aystrian production of building materials reached approximately
85 pgrceni: of capacity in October, about 139 percent of the average
1937 monthly production.

The Austrian food processing industry is operating at an average
of 40 percent of capacity and continues to be retarded by a shortage
of raw materials.

. Production of mechanical pulp amounted to 4,400 tons in QOctober,
about 50, percent of capacity, while the manufacture.of chemical pulp
was approximately 25,000 tons, or 90 percent of capacity. Production
of paper reached 18,000 tons, or about 80 percent of Austria’s paper
manufacturing capacity.

7. Transportation

"War damage, neglected maintenance, temporary structures, and
obsolete equipment hamper the carrying capacity of Austria’s inland
transport system. The following table compares the availability of
rolling stock in 1987 and 1948.

TABLE 0 —dveilebility of rolling stock

[In units)
Locomotives Freight ears Passenger ears
Service-' Serviee- Service-
Total | Tppe | Total | "5yje | Total | “Ghie
11 T 25| 13,8201 32,900 925,100 7,788 8,700
0dge 2930

L4 | 458dl| 3T 7i6) 6043 4,080

;ilsgggg_s u{grr .s:‘%strian Federal railroads representing about 90 percent of the total.

- The supply of serviceable locomotives and, passenger-train equip-
ment has fallen considerably under prewar. I‘reight—train equipment,
although larger in total number than in 1937, is lower in certain essen-
tial types such as boxears and gondolas Poor condition of the-equip-
ment reduces efficiency of utilization considerably. .

Tn the face of inadequate equipment, the burden on the Austrian
ralhzoads has increased. In addition to normal internal traffic, they
must carry an increased transit traffic (one of the important sources
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http:manufacture.of

of foreign exchange) and almost all of the traffic which would normalily
move on the Danube. This river traffic cannot move on the Danube at
present because' of restrictions imposed by the Soviet authorities.
Downstream Danube traffic is practically limited to carrying Ruhr coal’.
to Linz,

After the end of hostilities, the Soviet authorities claimed as war
booty 1,330 locomotives, 12,789 freight cars and 2,097 passenger cars.
Up to November 1, 1948, the Soviets had actua]ly removed §26 loco-
riotives, 11,664 frelght cars and 297 passenger cars from Austria.
Between June 16, 1947, and April 80, 1948, the Soviets scrapped 2,398
cars, )
Arrears inrailroad track ma.mtenance due to wartime shortages-and
war damage are estimated to be 35,000 tons of steel rails and 3,600,000
ties.

Though Austria has considerable industrial capacity for rebmldl,ng
and repairing-locomotives and other railroad equipment, this capacity
. 1sheavily engaged in productionfor export.

C. CONSUMPTION

Until the summer of 1947, the availability for consumption of both
food "and industrial products was extremely.low. Since then there
has been marked improvement. The monetary reform of December
1947, the increase in agricultural and ihdustrial production which fol-
lowed, and the flow of United States 2id greatly increased the avail-
ability of goods. At the same time the spread between légal and black
market prices narrowed sharply.

I. Food

During the first 2 years after the War, the food supply in Austria
was extremely low ; rations ranged from 1,200 to 1,550 calories per day.
With the receipt of inereased foreign aid since the summer of 1947
and the initiation of the ECA program, imports were increased sub-
stantially. At the same time, there was a marked improvement in
indigenous outpuf. As a resuli, the basic ration for the normal con-
sumer is now 2,100 calories per day. Allowing for supplemental
rations fo workers and other eategories of the population, it is esti-
mated that the average amouant of rationed food distributed to non-
self-suppliers is about 2,250 calories daily. Nonrationed food and food
purchased outside of legal channels is estimated at an additional 250
calories, resulting in an average total consumption by non-self-sup-
pliers of about 2,500 calories. Consumption by the farm population
probably averages 8,000 calories daily.
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2. Coal

During 1946 the total coal supply (including mine consumption})
averaged 816,000 tons of hard coal equivalent monthly.! Of this total,
129,000 tons were produced in Austria and 187,000 tons were imported.
By August 1947, there had been some improvement, but coal avail-
ability was still less than 400,000 tons (hard-coal equivalent) monthly.
" During 1047 United Kingdom and United States assistance made
1ncrea,sed imports of coal possible: The improvement continued dux-
ing 1948 as a result of United States sssistance from interim aid
and ECA funds, and it is estimated that the total supply during 1948
was 7.4 million tons or about one-third more than actual consumption
in 1937. Paxt of this increase reflects the larger industrial reguire-
ment, particularly in such fields as metallurgy, as well as in the heavy
industries which were substantially expanded during the German
occupation.

3. Raw Materials

The estimated consumption of basic industrial raw materials in
1948 is compared with actual consumption in 1937 in the following
ta.bulatlon. -

TaBLE T—Constmplion of indusirial raw malerials

[Thonsand metris tons]

1937 1948 : 1937 1948
BB o1 ()« T — 352,0 387.0 || Pa er__- 114.9 122, G
Crude steelm oo 43,3 "T§29.7 Cardboard. ................... 3L 4 33,1
Cotton____..._. J— 38.9 JL.9 || Raw msgnesiie. e coamemocnean 389.0 300.6
) 9.3. 5.4 || Timber = (milion cubic
Rubber 3.5 47 yoeters)-- 4.0 5.2
Graphite 4,7 £2 :

It is evident that progress has-been very uneven. While consump-
tion of such items as-pig iron, steel, magnesite, rubber, paper, and card-
board is close to or above prewar levels, consumption of-textile raw
materials is far lower than in 1947. This trend reflects the relatively
low priority given to the requirements of the consnmer goods’
industries. -

Clothl.ng, footwear; hoasehold- goods, and similar ‘constmer- items
have been in very short supply since the war and many of these com-
modities are rationed. However, there has been substantial improve-
ment in recent months, though. supphes are still low.

T at

CTA large part of Austrin’s coal supply Is aetually In the form of lignite and lignite
briquettes, whoge heating value i considerdbly less than that of hard coal: The ferm
“hard coal™ itself is a translation of the German “Steinkohle” which comprises principally
bituminous eorl with small quantities of anthmcite For purposes of comparison the
“tonsumption of lignlte and-lignite briquettes is trﬂ.nslated into the tonnage of hard ecozl
-which wonld have the same heating value,
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D. GOVERNMENTAL USE OF RESOURCES

In addition to the usual public services, the Austrian Government
operates the federal railways, an extensive bus system and the postal
service. The railway service, at present, operates at a substantial
deficit. The Government administers as trustee industrial plants in
the Western Zones of Austria, which were formerly German external
assets. Additional governmental expenditures include payment of oc-
cupation costs, partial maintenance of displaced persons, and a limited
subsidy program. As indicated above, the Government is sponsoring
a substantial investment program. Part of this is.a 500-million-
schlllmg housing program for which 50 million schillings were allo-
cated in 1948, while planned expenditures for housing in 1949 tota,l
200 million schlﬂmgs .

E. INVESTMENT

Durmg the period of German occupation, most investment was
Government controlled and was directed primarily towaxds the objec-
tives of war preparation. These included hydroelectric and petroleum
development, metals and metalworlﬂ_ng, and synthetic-textile plants.
Of outstanding importance were the iron and steel works at Linz and
the aluminum works at Ranshofen, whlch were erected during .this
period. - ' Lt r

During the immediate postwar perlod new pmvate Investniént was
insignificant. There were two curreney reforms, which Iargely w1ped
out wartirne monetery savings, and the low Ievel of production angd
consumption precluded the accumulation of new savings. In the ab-
sence of substantial private savings, the Government has had to em:
bark on a large-scale financing of investment, particularly for hydro-
electric development and electmﬁcatmn of the rmlroa,ds ‘Both of these
would reduce the requirement for coal imports. Government: ﬁna.nc-
1ng also includes the development of basic industries, such as; coal min-
ing and iron and steel. In addition, 1t was also necessary-to ﬁnsmce
a substantial reconstruction program Tt

The Austrian investment program for 1948 i isshown in t'he fo]lowmg

tabulation : .- T
TARIR S“Aﬁstﬁm Investment plrm for 19,{:8 mclmimg pi&}ined sourée§ oF' .
- T fingneing .
=~ TH HEOT

A. HExtraordinary budgei: - <. e A zE T :E;cﬂﬂlmgso)n
Agriculture and ferestry (river and:ﬂnud controI) _..__..-_h-____r__.. *-22.0
Reconstruction of public buildings and roads .2~ 1" - oy 102 ﬁ

_ Monopolies (salt and brandy) -~ S VL S 'J 5.4

" Post and telegraph office : ; RO, /-3
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' TADLE 8 —Austrian investment plen for 19}8, including-planned sources of
- ftnancing—Continued

. . . In mili
A. llxfiaordinary budget—Continued. iitingy
Other State enterprises (forests printing office, ete) . 4.5
Railroads (mainly eleetrifieation) —= e 890.0
Tetel extraordinary budget : - B985

B. Reconstruction program®:

Goal nhlmng. — 50.0-
Electrie power : — 170.0
Basic industries (mamly iron and steel} 230.0
Other nationalized and state—managed industrvies 20.0
Otber industry — _— 120.0
Total recanst;ruqtion Program.___ . e iem—— G600. 0

C. Contribution to housing fund ? — 50.0
Total Government and Government-sponsored investments .- 1,248.5

D. Self-financing by business N ————— 972,0
Total investment ;plan__,. - e 2,220.5

1 Program drawn up by the Ausirian Ministry for Economic Plarning,
*Low of June 10, 1948, ealls for 200 million in 1948 snd 300 million in 1949,

However, only 50 millon was included In the eounterpart utillzation plan for
1948.

The total governmental investment is about 1,250 million schillings
(125 million dollars) and represents the utilization of counterpart
funds a5 agreed with ECA. The estimate of net business savings of
972 million gchillings may prove optimistie.

F. EXPORTS AND IMPORTS

Following the end of the war, the disruption and dislocation of the
country’s economy, lack of imported raw materials, and the loss of
markets to the Thast retarded the development of foreign trade. The
situation began to improve slowly in 1946, but the severe winter of
1946—47 brought many industries almost {o a standstill because of
critical fuel and power short&ges

Substantial improvements in exports began in 1947 as larger coal
supplies-began arriving regularly. The upward trend in exports has
continued ever since. Allowing for price changes and changes in the
value of the schilling, 1948 exports were about 50 percent of 1937. The
following table indicates the development of exports during the post-
war period as compared with 1937,
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- TABLE §.—Tolal Austrion ewports, 1097 to 1948

{In_milijon

sehiliings)
1987 e -1, 217
1946 — —_ T 290
1947 _— ; 240
19481 — e 1,147

. 1 Eistim#ie based on January-September rate.

Before the war Austrian exports consisted mainly of manufactured
goods, particularly iron and steel produets, wood and paper manufac-
tures, and textiles; and, to a lesser extent, of raw materials, -particu-
larly wood and magnesite. Prewar exports wenbmainly to Germany,
Czechoslovakia, Italy, Hungary, Yugoslavia, and Switzerland, and,
aiter 1930, also to the United Kingdom, United States, and other over-
seas countries. ‘ _ -

In consequence of the low level of industrial activity, Austrian ex-
ports in the early postwar period consisted principally. of raw mate-
rials, such as iron ore, graphite, magnesite, wood, pulp, cellulose, and

paper.. With the gradual improvement of industrial production dur- -

Ing 1946, exports of such products as steel, textiles, machinery, instru-

ments, paper goods, certain chemicals, and glassware were resumed.
The following tables indicate the trend.in &xports by commodity

group and destination: ’ -

.
1

TaBzr 10.—Ausirian ezports by maein commodity groups

[In million dollars)
Jan -Bep-| January-Sep-
- temur.gylﬂi' temberry 1HE
Wood s0d paper PreduelS. ee e vee oo oo o . 0.6 " 33.5
Msagnesnte and other minerals, refractories, glasswara A 7.9, 148
Metals, machinery, vehieles. oo e 16.7 46.9
S 0.7 2L9
Chetiesds. e 2.9 3.2
B L3228 - 3.0 10.7
0 S R I - 49.8 131.1
TapLe 1 1.—Destinaiion. of Ausirian exports, January—-September 1948
o L . . ., {In million
Participating countries: - SN - doHars)

Belgiom.___ L 2.8
Bigone__ . _______ e ————————— 6, 5
Denmark __ - 13
Prance . oL 5.1
GrBeEE . o o e e e 4.0
Ty e e 23. 4
Netherlands_ _ __ 54

N O W Y e e e o e e e .9
Sweden__~________ B et T PSS U s N :
Switzerland. . __. 20.0
-Turkey____..__________-_______q___..________d.._d_.____________'___‘ 2.5
United Kingdom - oo 9.8
Subtotal, participating countries___.:___ " ________._ fmmmmmam __ 882
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- TapLe 11.—Destination of Ausirian exports; January-Seplember 1948—Con.

{Tn million

TWestern Hemisphere: - doliars)
United SEateS e o o o o e 2 e — e mmm———————————— 5.0
Argentine_________ o hmmme—-- iieime———-— L8
Bragil oo e, e maimmm——————m——mam—— -1

Subtotal, Western Hemisphere.. - - e 78

Eastern Furopean countries:t
Bulgaria o oo e mmm—mm e m e mm e ——m—mm e 1.8
Czechoslovakia ) 9.8
TN EATY v e cmcc e cm e e —m e 5. 4
Poland . i immmmm;m——————————— e 2.2
Rumeania 1.0
Yugoslavit 4 oo cee e e Oy UQu S 50

Subtotal, East.ern BUEODE oo e e e oo m e 25,2
Others: -
5 2 RO PP 1.1
OERerS - o o e e e Smeem— e mm = 8.8
Subtotal, Obers mmm o oo 9.2
Total, all eOUNbEIeS % cmeaen 131, 1

1 All the Eﬁtem European muntrms except Rumania have irade agreements w1th Austria,

Almost, 28 percent of Austria’s prewar imports (1937 ) ccmmsted of
food and agricultural produets, which were obtained prineipally from
Hungary, Rumania, and ‘Yugoslavia. Raw materials, of which coal
was by far the inost important single item, represented approximately
40 percent. Two-thirds of the coal originated in Poland and Czecho-
slovalda and the rest in Germany. The Balance represented semi-
finished and finished goods, as well as ca.p1ta,1 equipment. - The import
figures for 1937 were:

Taprn-12—Ausirian commercial anports, 1937

+  [In milllon schillings]
- Percent of
1637 total

Food and beverages_.. a——— - R 312 2
Live animals, .- oeeeua- S S ; —— 93 G
Raw msaterials ~__ m——— . 020 44
Finished goods - ' e sl — ~ 428 N R

Total.... —eieemne - 11,453 10

1 Not including about 7 millfen schillings of gold Imports,

During 1946 and 1947 most Austrian imports were relief supplies
consisting almost entirely of food and agricultural supplies, prin-
. cipally from theUnited States, and of coal from the Ruhr and Poland
financed by the United States, the United Kingdom and UNRRA.
Commercial imports were only, 88 million dollars during 1946, but
rose to 87 million dollars in 1947, and continued to recover sharply
during 1948; arrivals during the first 6 months of the year .were
almost as great as during all of .1947. The following table sum-

L
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marizes imports during 1947 and the first half of 1948 by commodﬂ:.y
group and source of financing:

TaABLE 18 —Augtrian imports by main commodity groups a.ud source of ﬁmmmg

[Ta million dollars]
1947 Jenuary Lo Jihe 1948
Commer- Commer- s
Ald : Ald fi-
ctal fm- Total | cial im- Total:
ports fAinaneed ports nanced
Food ... ________ 19,8 112,9 132 § 13.0 7.6 020
Agnctﬂtura-._.___ 20 14.8 163 13 7.8 01
Coal 12 3 207 320 160 25,9 41,9
Metals and machinery .................... 14.0 14 8 288 133 20 22,3
Textales. o e ere————— - 03 16 5 36.7 123 io 3 22.G
Chemimls ................................ 7.4 1.9 93 . 6d 1.6 50
(013553 - 1o s - 11.5 395 5.0 14.0 322 46 2
= 8Y.3 211 306 9 763 166 7 243 0

As indicated in the tabls, about 42 percent of Austria’s imports
during the first months of 1948 represented food and agricultural
supplies and 17 percént represented coal, leaving only about 40 per-
cent to cover all other impoxrts, including raw materials for industry
and equipment to build up Austria’s industrial potential.

With ECA aid, it became possible to shift the emphasis of the jm-
port program. In the program as originally submitted for the first
year—I1948-49—imports of food, agricultural supplies, and coal
dropped to about 55 percent of the total, and substantial imports of
capital equipment were scheduled. Subsequent revisions of the pro-
gram reduced the amount of food to be supplied, with a correspond-
ing increase in imports of raw materialg and equipment. )

Austria’s invisible expenditures have consisted primarily of freight
and debt-service charges. Ocean freight, payable in dollars, con-
stitutes a considerable debit item in Austria’s balance of payments,
while land freight, because of Austria’s favorable geoglaphm posi-
tion, has been a source of net income, although not always in hard
currency.

G. BALANCE OF PAYMENTS -

Austria had extreme difficulty in balancing its external accounts
during the interwar period. The following tabulation presents the
balance of visible trade by areas in 1937 :

TABLE 14 —Austric's irade balance in 1937
[2£1Hon schillinps]

Non- Cther it T
North- | Gther Partici- | Other
om and |Western pgg;{lci- l?:-snt- ﬁ?&:ﬁ- pating .| partici | iposor
Ceniral | Hemt- is?wm:fg Europe I::t.al',tn , sterling &Bti”g
America | sphere Aren Coun oTER umfries
Imnporis. [ 106 48 57 510 229 67 444 ' 11,461
EaportS. e e 36 24 46 {7 410 137 66 511 1,230
MMerchandise balancs.__ —70 =24 " ~11] =160 - -—02 -1 467 —231

The merchandise deficit of 231 million schillings was almost
balanced by a surplus on invisible account, reflecting revenue from
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foreipn investments, chiefly in the “successor states,” compensation
for services rendered, principally transport, and mcome from lourist
trade. = '

During the first years after the war, exports of merchandise were
necessarily low and there was little invisible income, since foreign assets
had been lost, tourism was practically nonexistent and transit trade
was reduced. From the end of the war until the beginning of the
Buropean Recovery Program, the United States share of aid to Austria
was almost 400 million dollars, principally as grants. The United
Kingdom contribution amounted to 55 million dollars, also largely in
the form of grants.

The estlmated balance of payments for the first year of BCA alél—-ﬂ
ﬁscal 19&8-—49—13 presented 1n chapter 11T,

' H: FINANCIAL SITUATION

Austria was left at the end of the war with its internal financial
structure burdened by a large. circulation. of reichsmarlk notes and
virtually worthless Reich securities. The first readjustments after
liberation were therefore extremely difficult. Through a series of
financial reforms of considerable scope it severed its financial structure
from the Reich, set up a system of exchange controls, reconstituted an
effective central banking system, and exercised control over prices and
monetary eireulation. '

In spite of certain weaknesses in the financial position and a scareity
of much-needed foreign exchange, progress in the last 3 years has been
substantial. Budget deficits have been traceable in large measure to
extraordinary circumstances; inflationary pressures have been checked
soon after they have emerged. Since the second currency reform in
December 1947, production and exports have mcreased faster than
observable inflationary tendencies.

The estimated balance of internal finance :Eor 1948 is shown n the
following table:

TasLe 15, —Balence of iniernel finance
[T millions of schatings] ~

- \ 1948
Dehit Credit

Government and Government-sponsored Investmonts o cciavamaee. L2 3 D ——
Businegs investments (neb} e oo O |
Eudgeted Government noninvestment expenditures. . ee oL b0% | .
Unbudgeted Government noninvestment expendBres. - o oo coccacaee e D L1+ I P,

I 1Y R Bl | ___
Qovernmont TevenOeS . . uiiummmsms-a=a- R [ 5, 092
Business savingg o e e 0

Mebal. oo smama s semma| e ————————— 6,004
G055 defieite - oo e e cmemmmm e — e mmm o mmm e e e f e mmem 2,347
Comnterpart INAs . oo ce oo oo oo e e e e [P — - 1,500

Wed defeit. mmm wmamme e mm oo o mmm oo oo cmmem o f oL - 847

i Private savings are estimated to be reghgibla,

824057 —40——5 27



The following program: for release of counterpart funds in 1948,
the ECA..and non-ECA. United States. portions, has-been approved by
the TCA Administrator in Washington in consultation with the Na-
tional Advisory Council: .

TaBLE 16—Program for release of comnterpart. funds én 1948

[In milllans of schillings]
ECA-
*| controlled Non-ECA.
eotnterpart funds
funds
1. ERelease of GARTOA munte%art funds: Finanelng of investment ex-
penditures listed in the Arst balf of the extraordipary budgetfor148_.____ | . ________ 257.4
Z. Release of BECA counterpart-fnnds: Financing of investment expendi- ’
tures listed in the second half of the extraordmary budget for 1945, oo oew-. 8381 e
3. Release of BCA counterpart funds: Gapeellation of Austrian Govern-
ment debt held by the Anstrian Natfonal Bank___-____ .. ooe.. 211 I PO
4. Release of GARIOA and other non-ECa:controlled copnterpart funds:
Cancellation of Austriun (overnment debt held by the Auvstrian Na-
tional Bank. oo e 600 o
5. Release of other non-BOA-controlled counterpart funds: Finaneing of
hoasing 08NS e o mmsimscsalmmea e e —————— 50
Total -~ [ [ 1,188.1 907.4

* The cancellation of 1,450 million schillings of Government debt held

by the Austrian National Bank is expected to increase confidence in
the stability of the currency. The national bank, through rediscount
of commercial paper, was-designated:to finance the Austrian Govern-
ment’s reconstruction plan to the extent of 600 million schillings for
1948 projects. Thus the national bank is-expected to regain some of
its control over lending and spending. Once industrial recovery has
gained momentum, a part of that industrial debt may be funded and
floated in the Austrian security market at some future time.

1. Currency Reform

In the first currency conversion of December-1945, the Government
replaced German reichsmarks and the Allied military schillings with
an Austrian national currency, the schilling, at o vate of 1 for 1. How-
ever, this exchange was limited to 150 schillings per person and sums
in excess of this amount had to be deposited in banking institutions
which, in turn, were required to block 60 percent of the accounts.

Notwithstanding these measures, money in cireulation continued,
to rise, mainly because of the issue of schillings to the Allied oceupa-
tion authorities in payment-of occupation costs. In December 1947,
the Government carried out a second currency reform. All bank notes
and-coins (with the exception of the smallest denominations) were
exchanged for new money. Individual holdings exceeding 150 old
schillings were exchanged at the rate of one new schilling for three
old ones (except in hardship cases). Of the bank deposits dating
from before the first currency reform, 60 percent was wiped out (again
with some exceptions for hardship cases), and the remaining 40
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percent was converted into 2 percent Governinent.bonds, 50 percent
of all other bank deposits, so far as they exceeded certain minima, was
blocked for from 6 to 9 months and 25 percent of all Government
deposits was canceled. The entire amount by which the circulation
was drawn down was used for reducing the Government debt to the
national banlk. .o

The second currency reform brought the money supply considerably
closer to the amount consistent with financial stability. A- further
Increase in productmn in addition to the progress achieved in 1948,
will be needed, however, in order to remove all danger of mﬂatlona.ry
pressure.

2. Budget

During the prewar years Austria’s budgetary deficits were moderate
in amount and were covered by borrowing from the domestic money
market. 1Inthe postwar period the Government was faced with higher
budget requirements than before the war. Moreover, it was con-
fronted with expenditures for reconstruction of the war-ravaged
country and for occupation costs.

The ordinary budget~-1946 and 1947 showed surplnses, and the
ordinary budget for 1948, which provided for expenditures and
revenues of about 5,100 million schillings, wil} be nearly balanced for
the year.

The extraordinary budget—The extraordinary budget comprises
large expenditures for rehabilitation of the railroads, the postal-and
telegmph services, public buildings and roads, and other Government
installations. The program also includesinvestment expenditures: for
electrification of the railroads, for flood control, and for the nation-
alized and state-managed industries. In 1946 the extraordinary
budget expenditures amounted to 318 million schillings and in 1947
actual outlays for reconstruction and investment purposes totalled
about 670 million schillings. Virtually the entire amount of the 1948
extraordinary budget of 600.million schillings was financed from ECA.
(887 million schillings) and Army-controlled (250 million schillings)
counterpart accounts, released for this purpose with the approval of
ECA and the National Advisory Council. ) B

The extra-budgetary expenditures—In 1948 the Austrian Govern-
ment paid 866 miliion schillings for occupation costs, and about 70
million schillings for the care of displaced persons. In 1947 the corre-
sponding figures were 507 million and 97 million schillings. The final
figures for 1948 arg not.yet available, but are estimated as follows:
Occupation costs, 450 million schillings; cost of caring for displaced
persons, 150 million schillings; agricultural and other subsidies, 500
million schillings. In addition, the Government planned extra-
budgetary investments of 350 million schillings, including a contribu-
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tion to the Housing Fund of 50 million schillings and an advance to
the state-managed industries of 800 million-schillings. This amount
was financed by releases of non-United States-generated counterpart
funds. The other extrabudgetary expendltules were financed by the
issuance of Treasury certificates and by drawing on the cash reserves
of the Government.

Budgetary balance~—In 1946 the +Austrian- Government budget
showed a total deficit of 1,047 million schillings, although the cudmmy
budget showed a surplus of 207 million. . In 1947 he tOt‘Ll deficit was
only 72 million schillings, largely beea,use of a surplus in the ordinary
budget amounting to about 1,200 million schillings. The large surplus
in the ordinary 194:7 budO'et was due principa,lly to the fact that the
Currency Protection Law of December 1947 permitted tax payments to
be made before the conversion period without incurring conversion
losses. Total figures for 1948 are not yeb avallable. The ordinary
budget probably will be in balance, but it is pr obable that the extraor-
dinary budget expenditures will exceed estimates by 100 million
schillings, Whlch together with the extra-budgetary expenditures of
1,400 million schﬂl] ngs, will bring the total deficit to 1,500 million.

The 1949 budget.—The 1949 ordinary budget, as passed by the Aus-
trian Parliament on December 18,1948, provides, for revenues and
expenditures of about 6,100 million schllhngs The increase in expend-
1tures over 1948 1eﬂects the effects of the Septembel 1948 wagé-price
agreement. The same agreement, however, is expected to increase the
yield of certain taxes, par tlcula.rly the wage tax. The Government, also
anticipates a higher over-all tax yield as the result of.an increase in
business stimulated by BECA aid. The cost of caring for displaced
persons was included in the ordinary budget for 1949 for thé first time,
A summary of this 1949 budget is shown in the ta.ble below :

Papre 17.—Summary of the proposed ordmm I and emiraardmary budget'fm 1949
- [[u m:]l[ons 01’ sehillings]

Netsur- -1 o .. | Netsur-

| Qs Qcbmsey|plis Chyor| Ay | pls Gy
réceipls 1tures * {m ordinary Gﬂ%ﬁ.‘;g - mtelal

budget - budgét

Normal'Government fanetions. . ________. 3,708 6| 36269 +4-8L.7 67 2 — 565, 5
B ) (1) +11) L 21,8 122.1 +-99.7 %3 +01.4
Federal Railways____________- e eme o 1;336.3,1-1,496 5| - —1602 609.9 —770.1
Other enterprlses . oo eeeeema TRl 8439 —64 8 176.9 =241.7
Net profit of the tohaceo monapoly .............. 45.0 0 - 459 0 -~} --< 450

Lot ca oo mm et mm i e mmamae cmemaee] G000 B | <6, 0804 +1.4.-1,442.3 ~1,449, ¢

In addition to the expected deficit of 1,441 million schillings in the
budget, the Austrian’ Government will" probably be ficed with the
followmg extra-budgetary outlays in 1949 : Occéupation costs, unless
their elimination can be pccoimplished ; subsidies, estimated at 300 mil-
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lion schillings, on the assumption that the grain and potato subsidy
and the conl subsidy will be continued ; and a Federal contribution t6
the Housing Fund, which may total 300 million schillings in 1949, but
only 100 million schillings of whieh will probably be eligible for ECA:
Gnancing.

The budgetary deficit, plus the prospective extra-budgetary outlays,
reach a total which is h1ghel than the amount of counterpart funds
prospectively available. However, the Government bas announced
that it plans to levy a special tax to pay occupa,tlon costs. Further
progress toward general budgetary halance could be axade by a reor-
ganization of the Federal (Government which would consolidate dé-
partments and reduce persounel. A preliminary step in the reduction
of.Federal operating costs, consisting of the-appointment of Ecowomy
Commissioners for each of the I‘edel al’ Departments, has already been
taken.

3. Taxation ) o o .

The Austrisn tax system imposes a consideralle burden on personal
income, with considerable added revenue coming from taxation of con-
swmption and business. New capital and capital accretion taxes were
enacted in. 1948 and will come into force in 1949. These taxes call for
payments on war profits and excess postwar profits, as well as a small
levy on other types of cmpital assets, both corporate and individual.
The proceeds will be used, in accordance with the Currency Protection
Law, to-redeem the Government bonds issued to compensate owners of
accounts affected by the monetary reforms.

T"LK collections throughont 1948 showed considerable mlprovement
over 1947, and the lag between colleetions -and estimates in the first
half of the year was more than made up by-the end of August. Fur-
ther income from taxation in 1949 is expected to more than counter-
balanee-the increase in expendltures for Government funetions pr oper
although except ot 'an increase in the tax on wine and in the general
sales tax, the Government plans to continue present tax rates. The
yield from many types of taxes is expected to inéréase due to anticis
pated increased business as a résult’of BOA aid. An increase in the
revenue from-theincome tax is also anticipated as a result of the revent

wage-price agreement.

4. Subsidies o o
Agl icultural subsidies" were Intr oduced ea,rly in 1948 as_an incduce-
ment to faimners to produes and deliver larger quantities of a grlcultural*
products This was considered necessary because of the gap between
prices-of -agricultural ~and- industrial commodities, whlch the Gov-
ernmerit was reluctant to close in order not to upset | the wage-price
stracture. Under a new wage-price agreement of Septembel 1948;
food prices were raised, however, and most of the Government’s sub:
3l
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sidy burden was eliminated. The resulting inerease in the cost of
living for wage and salary earners was offset by a flat monthly allow-
ance to employees, provided for primarily by the employers and to
some extent by the Government. '

5. Effect of ECA Aid on the Budget

The influence of EECA. 2id on the budget is considerable. The gen-
eral rise in business results in increased tax veceipts. The importation
of foodstuffs makes possible the sale of food at low cost and. thus
the maintenance of stability in wage-price relations. The counterpart
funds form the financial basis of the Government investment program.

6. The Austrian National Debt

The prewar Austrian national debt cannot be determined at this
time because of many uncertainties resulting from the German an-
nexation of 1938. It is expected that these uncertainties will be re-
solved by the Austrian treaty.

A summary of the postwar debts of the Austrian Government, and
of other external Austrian debts guaranteed by the Government, is
shown in the following table:

Tapre 18.—Awusirian postwar federal debis as of 31 Oct. 1948
1. EXTERNAL DEBTS
[Amounis in millions of indicated monetary units]

aﬂt'{l‘gﬁ‘;:d Amount utiflzed
Inter- .
. estrate 1 Jan. 1948 31 Oct. 1948
Forelgn | Schil- g’g{i

currency | lings Foreign | Schil- | Foreign | Schil-

curreney | Lings | curency | Hngs
Tnited States surplus credft ... 12,6 | 1250 234 $2.6 96.0 $0.3 63.0
Tmied Siates War Assets credifee.. . SIO.OF 100.0 L m——————— $2.5 2590
Export-Import Bank fanetiongl oredit. . 185 5.0 .. ) (R S — 50.5- 5.0
British rebeferedit,____________ ______ N [, 2 |- — S
Total externaldebts._____________|__________ 230.0 [ _____ | 250 _________ 123.0

1 8pecial credit eovering ccean freight on War Assets Admimstration purchases.

2 In Decemnber 1946, the T, K. provided £8 5 million fo finanes relief and other supplles for Austris.
A part of this assistance was to he in the form of a loan and the test as a grant, No determination has
as yet been made as fo the exact division.

-

II. INTERNAL DEBTS -

[In millions of schillings)
Amount utillzed
Arﬁountd In];‘.ﬂe%'gsl;
authorze

{percent) |y yun, 1048 | 30 Oct, 1048
Owed to Austrian National Bank I_____ D D) | T,547.0 7,414
Treasury bonds 1047 (5. 14 Conversion Law} 2 _________| 21,8500 b R 1,850 0

Traasury certificates issued:
Sl To cover Ocoup. costS 3 e e memceaaa No lmits 2.5 878 0 1,219.5
2) For suggort of Treasury 4 et 15085 - 330.0
{3} Under No, 27 Conversion Law_, . ____________. 800.0 2,5 350.0 621.9
Totalinternal debs . o]l 8,873 0 11, 362 8§

1 Originated in 1045. Upen its reestablishment after liberation, the only imporant asset of the Austrian
Naticnal Bank was its claim agamst the Reiehsbank  This elali was transferred to the Austrian Govern-
ment sud the counterclaim of the National Bank against the Government was inelnded antong ils assets
under the Bank of Issus Transitional Law, -

2 Provisionsal fgures.

2 Issued under amendment of 13 June 1846 Lo Banlk of Issus Transitional Law.

4 Issued under Faderal Finanea Law of 1948, 5

3
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TABLE 18.—Ausirian postwar federal debis as of 81 Ocl. 1948—Coniinucd
I, EXTERNAL LOANS GUARANTEED BY THE .GOVERNMENT

Amomit Value in
granfed in millions of
{forelgn currency| sechillings

-
[
-

(1) Exaport-Tmport Bank Credib___ . . $13, 005 000

L 05

52 Briatish Wool Credib. LI, 5)0, 000 0.0
3) Joint Export Nord-Rhem-Wesifallen Credit for Austrian Stesl Works. 3327, 786 33

4; Credit granted by Rybin, Muano to VOEST . eomeee oo $510; 000 &1

o) Emeg BA Zurich to Oesterreichische Papler-Helz G. m. b. E__________ 38, 226, 000 7.9

6; Bwiss Potato Credit_ _______ e 14,125,000 143

7) Svwiss Frozen Meat Credif o oo ceemmmmm mmm e e oo 1 3; 510, 000 g2

Toinl value of external loans guarantesd by the Guyermﬁent-------- ________________ 289

1 Swiss Iranes.

7. Monelary Circulation

MUoney supply and dirculation—In the first half of 1948 currency
circulation averaged about 4.1 billion schillings. In the second half
of the year, however, circulation began to expand and veached 5.6
billion schillings by December 1948.

Monetary expansion was caused largely by the unfreezing of ac-
counts temporarily blocked under the Currency Protection Law, by
the increase in budget expenditures, and by expansion of bank credits.
The increase in circulation was, however, paralleled or exceeded by
the increase in production: as recorded in official indices. .

Gold and foreign exchange reserves—Gold and foreign exchange
holdings.of Austria, including those-held by the Government, private
institutions, and persons were estimated at about 65 million dollars as
of October 31, 1948.

8. The Austrian National Bank

The Austrian National Bank is the country’s central bank and has
the exclusive right to issue bank notes. It controls the country’s gold
and foreign exchange transactions, operates a clearing service, redis-
counts commercial paper and, together avith the Postal Savings Bank,
acts as fiseal agent for-the Government. The Austrian National Bank
was reconstituted in July 1945, having been abolished by the Germans
in April.1938.

On December 31, 1948, the bank had liabilities of 7.4 billion schill-
ings, including its note circulation of 5.6 billion, free deposits of 1.4
billion, and blocked deposits (1argely counterpart funds) of 0.4 billion,
The bulk of its assets consisted of the Government debt (5.9 billion)
representing the equivalent of Austria’s claims against Germany for
removing the bank’s prewar assets. Both blocked deposits and the
Government debt were reduced in December 1948 by 1,450 million
schillings as the result of the release of counterpart funds for that
purpose.
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9, Exchange Rates -

Tn 1946 the Austrian authorities adopted the mlhtaly rate of 10

Austrian schillings for 1 dollar as the basis for forelgn exchange
transactions. In many ways this rate, which represented a devalu-
ation by almost 50 percent in relation to prewar, was not in line with
the then-existing price level, which had been maintained under the
German rule at the 1938 level.
_-Austria has an exchange control system. Foreign transactions re-
quire the permission of the Austrian-National Bank. Where the
ofiicial exchange rate would interfere with the consummation of a
transaction, the national bank has informally made provisions allow-
ing exporters to retain a certain portion of their foreign exzchange
earnings for finanecing their own imports and, in certain instances,
to transfer such foreign exchange to other importers.

"Devaluation of the schilling in terms of dollars is advocated by some
Austrian business cireles as a measure to promote exports. It is
feared, however, that such a devalnation, by increasing the costs of im-
ports, may upset present price-wage relations. Opponents of devalu-
ation point out that Austria has.at present practically no unused
indigenous resources, only a small portion of unused industrial capacity
available for exports, and no unused manpower which could be
profitably diverted into marginal export industries.

Neither the rate of the schilling on the Zurich market, which fluc-
tuates in the neighborhood of 10 schillings per Swiss frane, nor the
black-market rate of the dollar, which fluctuated recently between 40
and 50 schillings, represent the real value of the schilling. Comparing
internal and world market prices of important commodities, the over-
valuation of the schilling, if any, would be much smaller, Tmportsin
some cases-are'too cheap at the official rate when compared to world
market price, and some Austrian specialties and luxury goods are too
expensive in foreign currency when converted at the official rate. Im
sp1te of these discrepancies, however, Austrian foreign trade expanded
in 1948. During 1948, Auslrian net foreign exchange holdmgs rose
steadily from 101 mllhon to 245 million schillings in all curreneies.

In August 1948 Awustria became 2 member of the International
Monetary fund but is has not yet applied for establishment of an
ofiicial par value for the schilling.

10, Volume of Credits and Rates of Interest

Foreign credits—Ioreign credits granted to Austria after the war
consisted of a United States surplus property credit of 12.6 million
dollats, & United States War Assets Administration eredit of 10 mil-
lion doliars, and an ‘Export-Import Bank loan of 1947 in the amount
of 13 million dollars. Most of the assistance extended to Awustria,

however, has been in. the form of grants which have included United

34



States and United Kingdom Army civilian supplies, UNRRA relief,
and post-UNRRA and interim aid from the United States. In addl-
tion the United Kingdom extended assistance in December 1946 in the
form of a grant and credit arrangement in the amount of 10 million
pounds sterling.~

Commercial banks—In Qctober 1948, Austrian credit institutions,
other than the national bank, had total assets (excluding interbank
claims and transit items) of 12.6 billion schillings, of which, however,

a substantial amount represented probably worthless claims against
Germa.ny ‘On the other hand, their liabilities included purely formal
accounts set-up in the name of the government in connection with the
currency reform of 194 totaling 3.3 -billion schillings.

" Deposits with Austrian credit institutions other than the national
bank (exeluding interbank deposits) amounted to-6.2 billion sclulhhgs,
of which 4.4 hillion represented demand deposits, 1.2 billion savings
deposits, and 0.6 billion deposits temporarily blocked under the cur-
rency reform legislation. During the preceding 6 months, deposits
inereased-by 0.2 billion, This compared with a risesin the same period
of 0.5 billion in note eireulation and central bank deposits.

The volume and distribution of bank loans outstanding are shown
n the table below :

TABRLE 19 —Loans outstending with Ausirian credit mstztutwns——-b_; type of

recipient
. [In million schiilings]
. Total Agd;:ulv Iodustry | gmay ‘ ggféé Muniel- |
Feriod . loans ‘| ture m%gg: | busimess-{and trans| panties | Ofhers

" i g portation .
DBG..31 W46 S 1.3-59-'5' 208.8 725 8 ’ 181.4 163.0, 202.8 368. 4
Dec. 31 47 el 2,146 2 153.5 885.8 228 § 265, 2 204 4 - 376.5
Bept, 30, 1048, e o S | 3,404 2 330.2 | 1,414.1 382.0 443. 4 262.9 562 G

The latest figures avallahle are as of September 30, 1948 Total loans
outstanding increased i in the first 9 months of 1948 by 1,258 million
schillings; of this increase 565 million schillings-cecurred in the first
quarter of 1948 following the ourrency conversion, ‘333 lmlhon in
-the second quarter, and 360 million in the third quarter. The'in-
crease in the third as compared with the second quarter was attributed
to financing in connection with BCA. deliveries.

The inerease in credits was not financed by savings resultmg in'an
increase of deposits, but by &110W1ng the banks to dra,w upon their
temporarily bloclked and since released current accounts st the nafional
bank to the limit of 600 million shillings and to discount treasury
certificates up to the limit of 700 million schillings.

Austria has no legal requirements regaléhng bank reserves. The
German-imposed credlt control law is not strictly enforced and is
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planned to be replaced by Austrian legislation. Increase in the author-
ity of the existing Credit Control Commission and of the Austrian
National Bank would be intended to bring commercial bank credits
under both quantitative and qualitative control and prevent inflation-
ary credit expansion. The counterpart release program for 1948 is -
expected to strengtben the influence of the Austrian National Bank
by the role which the bank is designated to play in the rediscounting
" of industrial investment paper.

The problem of commercial banking in Awustria is complicated not
only by uncertainty as'to a considerable portion of the banks’ preliber-
ation assets, but also by similar uncertainty as to the ownership of the
most important banking institutions themselves. At present these
banks are managed by administrators appointed by the Austrian
Government. : '

Interest rates and capital market—The discount rate of the national
bank is 814 percent. The rate at which the national bank gives loans
upon. collateral is 414 percent. Commercial bank loans carry an in-
terest rate of 2 percent above the discount rate, but various other
charges raise the effective rate for bank loans up to 814 percent. The
rate for discounting first-class paper by commercial banks is 7 percent.
Up to January 1, 1948, no interest was paid by the banks on either
savings or on eurrent deposit accounts. Since that time the banks
have paid 2 percent on savings and three-fourths of 1 percent on cir-
rent, accourits. First-class mortgages and industrial 4-percent bonds
are quoted st about par on the stock exchange. This, however, is
na indication that industry will be able to obtain money at that rate
on the capital market. The regular-bank rates previously mentioned
probably will apply for some time. Industry is striving, however,
for a lower rate for financing capital goods imports, and the national
bank has indicated its willingness to permit preferential rates for
such imporis, ' -

Despite the fact that the Vienna Stock Exchange was reopened in
November 1948 {before that time there had been only unofficial meet-
ings of security dealers), the capitel market in Anstria has not yet
resumed its normal activity. In 1948 all capital issues amounted to
only about 70 million schillings. Until some of Austria’s present prob-
lems are brought nearer to solution, it will probably not'be possible to
float any substantial amount of new issues, either Government bonds
or industrial securities. :

11. Prices

Tn 1938, the German price structure was introduced in Austria.
After the war, price controls were at.first continued within the gen-
eral framework of wartime measures. From 1946 on, gradual rises
were permitted until by the middle of 1947 many prices had advanced
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three or four times as high as the prewar level, The increase in-the

cost of living was somewhat greater while the rise in wages lagged
behind. -

TaBre 20.—Indexr of wholesale prices
(1838 Afarch=1001]

Wholesale
Wholesala rices for | Agerogate
ood prices . dustrial index
- goods
19461 December - ouvn .. N 195 na ng
10472
286 oa na
358 na ng
432 nn na
421 481 447
434 471 447
436 474 450
415 477 451
419 486 443
441 487 458
439 478 453
411 478 435
1 552 493 1531
566 493 533

! Based on Reichsmark priees in March 1938
z Iu-:rease due to woge-price agreement of Qctober 1948

After the currency conversion of December 1947 prices began to
level off. The combined effects of the currency reform, increased
United States aid, and-the rise in production and avmhblhty of goods
kept prices virtually constant until the fall of 1948. The wage-price
agreement of October 1948, which eliminated some of the gap between
agricultural and industrial prices and did away with most of the
subsidies, caused the index to-rise again. The aggregate index of
533 percent of prewar in November 1948 reflects the readjustment of
the price structure under that agreement.

Black-marlket prices have declined sharply since the currency con-
version. With J anuary 1946 as a base, black-market food prices in
Vienna stood at 64 in December 1947, 35 in February 1948, 16 in
October 1948, and 15 in December 1948 Black-market prices :Eor
gold and :Eormgn exchange showed similar trénds.

I. EFFICIENCY -AND PRODUCTIVITY

(a) Labor—Prior to the Anschluss in 1988, the problems of unem-
ployment dominated the Austrian labor 51tuat10n Post-1988 expan-
sion eliminated unemployment. Mobilization, war losses, and the
influx of slave labor changed the composition of the labor force. Be-

“fore the collapse of the Nazi empire, foreign labar and war prisoners
topped the number of wage earners ernployed before “Anschluss.”

Theliberation of Austria in 1945 was followed by anew dlsororamza—
tion of the labor market. -
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Hampering quick reorganization of the labor market were (g) the
war casualties and dispbilities, (6) the temporary loss of much of the
male population of best working age because of the slow repatriation
of war prisoners, (¢) the necessity for reconversion of former war
industries, and (d) absenteeism, resulting from the need to search for
food to augment the insufficient feod rations.

Once the readjustment process following liberation was completed,
registered udemployment {mostly of white-collar workers) fell and
remained small while the number of employed increased steadily until
it exceeded 1,900,000. While 321,000 unemployed were counted in
1987, and 74,000 in 1946, only 51,000 were registered in July 1948. -~

A. comparison of 1934 and 1948 data reveals that, in spite of the-
substantial over-all increase, employment in agriculture has declined.
The number of employed has doubled in mining and trebled in con-
struction. The ratio of women to men in the labor force is one to two,
about the same as before the war.

Tanie 21—Wages and salary earners in Ausirie, 1934 end 1948 (excluding

apprentices)
1934 1648

Percent- Percont- | Foreign

Total ago Total age | workers

Total _____ . R 1,469,931 100 0 | 1,909,957 100 0 231, 255
Agriculiure and forestry 331,233 225 300,803 16,2 68,191
Mining ______ - 167184 1.1 33,408 1.7 3,164
Menufseturing oo 3806, 180 26.3 594 G63 31.2 61, 811
TDurable goods - (129, )] (8.8) (313 437) (16.5) (33,679}
Nondnrable go0dS. ccreeamemereravaaaranman (256, 610) {17.5) (2.80 926) (14.7)| (28,132)
Constenetion. cmeemnamnns e m e 43,842 37 165, 803 T 39,750
Trapsporiation and public udilities__ . __________ 132,713 9.0 176,160 ¢.2 3,875
14311, U SR 01,332 6.2 111, 866 5.9 8,421
FInanes. & oo e e 27, 544 1.9 26, 746 1.4 G40
Service and entertainment.. 307, 076 20.¢ 254,820 13.3 29,103
Govermment 2. oo 65, 752 4.6 194, 796 10.2 3,062
Emp]oyees of the cteupation [0I00S.crrcemrcrcace|emaresonc s |maennamnn 42,302 2,2 17,108
MY e 30, 201 21 |- -
Other ___________________________________________ 27,735 L8|l - e

1 Census data for 1934; estimates for 1943.

3 Data for 1934 and 1848 not comparable, Data for 1048 Include: all regular (pragmatisiert) government
employecs, and those lemporary {vortrag) government employees who could not be classifled elsewhere.
Duata for 1034 include only regular and temporary government employees not elsewhers elassified.

{(b) Productivity—Although there has been considerable improve-
ment recently, labor productivity remains low. Following the second
currency reform, productivity in 1948 increased sharply from 54 per-
cent of the 1937 rate in January 1948 fo over 70 percent by the middle
of 1948 and showed continued improvement throughout the whole year.

The increase in productivity was a result of the mcrea,sed availability
of goods for purchase and increased confidence in the schilling, as
well as the fact that the previous practice by employers of hoarding
labor for cheap currency was discontinued, so that the worker realized
that his job now increasingly depended on his ability to produce. .In
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addition production methods were organized more efficiently, the
supply of power and raw materials improved and there was fuller
utilization of capacity.

(e) Prices and wages—The Austrian wage and price levels re-
mained virtually unchanged between 1938 and 1945. After the end of
the war most price subsidies were withdrawn and prices were permitted
to rise, reflecting increased production costs. Wage adjustments
lagged behind the price increases.

In Augnst 1947 o wage-price agreement was coneluded in an attempt
to end the pressure on the wage-price structure. Despite this agree-
ment, prices continued to rise and, although the increases leveled off
after the second currency conversion in December 1947, and although
subsidies on many farm products were introduced, a new adjustment
became necessary by the summer of 1948. In October 1948, a second
wage-price agreement was reached. Most food subsidies were elimi-
nated and increases in food prices were permitted. At the same tims,
wages were raised and family allowances, based upon the number of
dependents, were etstablished; the total increases in workers’ gross
incomes ranged from 12 to 20 percent, depending upon the size of the
family. The increase in workers’ incomes was somewhat greater than
the price adjustments. The following table shows the trend of the
cost of living in comparison with wages: -

TapLe 22.—Indices of cost-of-living and wages
[Index numbers, April 1945 =100} )

G;:’vslt]’l‘g' Wages . Ch?gféngr' Wages

e Aprd 100 100 |[ 1948:

1946: JUne_ _ e 362 5
Annl e 113 115 September____. ... _____ 357 308
June__ . 114 120 L9577 0037 U L 423 1374

104 December, .o eeaas 144 159 November________________ 430 3B

7: —
T8 e e 189 204
September______. ... _.___ 342 305
December. .. crersnamems 357 308

1 Tneresse dus {0 price-wage agreement of Oetober 1948,

(d) Harmers—Farming in western Austria is devoted largely to
livestock raising, while eastern Austria is the cash crop area with live-
stock to provide balance, utilize the roughage, and furnish manure for
crops. Kastern farms are mostly small and generally consist of scat-
tered hioldings in the fields which are operated by families living in the
villages. This type of operation is not well suited for mechanization.
In the western part of the country farms are more frequently in one
unit, with the land around the homestead rather than in scattered fields.

Productivity per agricultural worker is lower than in western
Europe but higher than in eastern Europe. The use of machinery is
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11m1ted, partly because of the small size of the .average holdings.
Tarm wages have been relatively low so that there has been little
“incentive to reduce labor costs by Jmpromg efficiency. Moreover,
the income of the average farmer is too low to permit purchase of
farm machinery, increased quantities of fertilizer, or other invest-
ments which would inerease productivity.



- Chapter IL. Long-Term Program and
Basic Problems

" -The long-range program submitted by the Austrian Government
contemplates snbstantial progress toward the achievement of a self-
supporting economy-by 1952-53, but it does not reflect the expectation
that the goal can be achieved within 4 years. According to the plan,
Austria’s foreign exchahge esrnings by 1952-53 will fall short of
covering its expenditures by almost 20 percent. The program does -
not present any comprehensive figures on A ustria’s cconomy as a whole,
which would serve as a basis for broad comparison with either prewar
or current conditions, or which would permit appraisal of the planned
autilization of economic resources toward the recovery objectives.

A. CONSUMPTION

Generally speaking, the Program aims at achieving, within 4 years,
a level of internal consumption of food and consumer goods per
capita somewhat above that emjoyed before the war for a popula-
tion expectéd by the Austrian Government to be about 7.5 percent
greater. (‘Thisincreasein population isbelieved to be overestimated.)’
The Austrian program assumes that, by 1952-53, it will be possible
to dispense with food rationing.
., The amount of goods available for industrial conmsumption is
expected o be significantly larger than prewar, as md_lcated in the -
Tollowing tabulation : . -

TasLE 23.—~T'otal industrial materials consumplion

#f1, 000 metric tons]

193637 .|’

averags 1947 | 14849 | 1952-53
Solid fuels_ oo .. — —— 5,071 5, 031 9,288 | 10, 885
Crudestesl . ooe .. __________ — 666 370 644 900
Finished steel e em o - 360 206 330 . 460
Lo ) - . 15 |’ & 11 14
Cotton-. —— U S 30 11 24 30
Wool..__ —— ———— —— 11, 1] [} 10
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Emphasis will be upon producers’ goods industries mors than upon
consamer goods. In the latter category per capita availability is ex-
pected to be only slightly above prewar.

Electric power consumption is expected {o rise very sharply. The
anticipated pattern of requirements follows:

TaBLE 24— FElectric peater consuimnplion

[ million Klowatt-hours]
1937 1948 1952
Housshold consumpiion_ . smaee- 250 700 &0
Small industries and sgrienlture______ e 110 370 440
Industrnes (including ouiput of captive generating planfs). 1, 396 1,610 2 150
e e s A 1
e SR s 710 200
Bxports e ——————— . 413 700 70
U1 S — 2,802 4,613 &, 070

Despite this Jarge increase in the consumption of power, coal re-
quirements are also expected to rise. The Austrian program attributes
this principally to the contemplated expansion of heavy industry.

MABLE 25.—Austrian coul requirements, 193637, 1959-58

1,000 metrcitons]
1036-37 104510 1052-53

000 U1 g 2,731 3,821 4,485
08 WOIKS . caecemmeemmmsmmem ;e s —m —mmmmm—memmm - samsmasmsesmmaeas 740 TS 780
Thermal poswer plants. o] e mmmm——————————— 204 714 1, 220
TransportAl 0 - o e e cce e e e e e 1 208 1,375 1,400
Space heatIng e oo et cu e im e 1, 547 1,710 2600
1 6430 8,358 0,865

Plus rcqmmmmts of coking plant.. coeee e e e mem e |m e e e 4900 L020
N 0,288 |- 10,884

B. INVESTMENT

The realization of these programs for agriculture and industry will
require substantial investment. The total requirements and expected
sources of funds over the 4-year period are indicated in table 26.

The total volume of investment over the next four years thus is
estimated at about 1,330 million dollars or about 350 million dollars
yearly.

Of the total investment requirement, the plan does not anticipate
that more than one-third can be financed privately. It is hoped that
the remaining requirements of 941 million dollars will be prov-ided
through the use of ECA counterpart funds.

The Austrian plan recognizes the importance of internal ﬁsca.l
measures to support the investment program. It does not, however,
give any details with respect to the precise actions to be taken.
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L

‘ TapLs 28—Austrien long-termr-investment plan
[Net Investment—million dollars]

Proposed soures of
- fingnce-
Total for
Ttemn 4-year
perigd ECEQ. Self-
counter-
) part fands finaueing

Transport and communications remmmem b 270 Q70 [t
‘ Beconsh'uutmn {Government buﬂdmgs) ____________________________ B 51 )
Totnl Government inveshiments (extraordinary budeot) oo e coeeen T 320 |ameccmeoeaa
Coalmining. . e . 27 27 [-ormmmmemmga
Electric power e _— kS 200 163 37
Iron and steel .o e e 0 100 10
Mining et e e 3 4 4
Nonferrous metals ___________ T Brg 10 27
Hardware and metal produets e S 2 2
Bteel produels. .. e 15 L1z 3
Eleetric equipment__ 16 1 . b
CHE S e e e mmemas oo 45 20. i)
Building materials....-. 10 0 10
{1 2Ry 1211 ¢ FN 30 15 16
Housing________________ 130 100 30
Other construction e veee .1 30 [ —— 20
Handieralt e o e 150 100 50
Other indosiries. o T el smmmcaec——waee 92 20 72
Total industry and constraction. oo omeeeee e __ 894 584 3H)
Agrienlbure. e 100 30 70
TS et e e e ——— 16 7 9
Total sgriculture and forestry. oo e cmcmm——aa temmaae—aia ne 37 78
“Qrand total oo 1,230 941 383

As shown in the detailed plan, in addition to investmerit required
for the expansion of agriculture and industry, large sums will be '
needed to restore the transport and communication systems, to re-
habilitate the tourist trade and for general reconstruction. Trans-
port and communications, in fact, represent the la,rgest. single item in
the entire reconstruction program.

War and postwar damage and Josses, both 10 permanent installa-
tions and the rolling stock need replacement. It is also planned to
electrify substantial additional portions of the railway system in order
to save on coal imports and increase efficiency. Considerable improve-
ment is needed in the inland waterways, particularly for harbor facili-

ties 1n Vienna and Linz.

Tourism was, before the war, a major source of foreign revenue.
In 1937 receipts from this source amounted to about 43 million dollars.
The tourist trade has necessarily suffered greatly during the war and
the plan contemplates about one-third of the prewar volume in 1952
58. * This would require considerable investment Wlth respect to both
tourlst facilities and accommeodations.

C. PRODUCTION GOALS

I

1. Agriculture

In the fie]ld of agrlculture the Austrlan program plans to increase
prodiction by 1952 to-an-extent sifficient, to meet about 75 percent of

43



total requirements—about. the same ratio as the prewar peak., At
present, domestic production covers only about 55 percent of the
iotal needs; hence, the program contemplates an inecrease of about
one-third-over the next 4 years.

The achievement of this large increase is expected through greater
use of fertilizer; use of higher quality seeds; the reestablishment and
development of indigenous seed-growing plants; imports of animal
feeds; increased mechanization; and the rationalization of agricul-
{ural holdings. In this last respect the present strip-farming method
is extremely inefficient and considerable improvement can be achleved
through exchange of holdings. -

It is hoped that, by these methods, it would be possible by 1952—53
1o restore approximately the unit yields which were reached i in the
middle 1930%s. .

2. Industry . .

The présent over-all rate of industrial output in Austria is about -
Lhe'same as prewar. It is planned te increase this rate by about 33
percent during. the next 4 years. As already statéd, emphasis will
be upon the heavy industries, which are expected by 1952-53 o operate
at about 160 percent of the 1937 level, while, for the consumer-goods
industries, the anticipated rate will be only 110 percent of 1937.

The Austrian objectives for important products follow:

TABLE 27.—Product£an targets—Austrian long-term program

[1,000 metric tons]
1937 1948-49 1840-50 1052-52
Conl b e ——— 3,240,0 4, 167.0 4,515.0 3,015 0
Petroleum produets..... - L, 0.4 “3300 0 foome i 500, 0
Electric power 2 __ - 2.8 4.8 5.0 64
. Cmdesteal. .. . - . 680,90 00.0 750.0 900 0
Finished Bteel- - 440.0 430.0 B, Q) o0 0
Alominum_____ - . 44 15.0 Y 20.0 30.0
Coppar_. . 22 *3.6 4.5 6.0
LTend. .. 10.8 4.6 45 7.0
A | o U I S, .5
AT o o N 1,631, 3 1. 70,0 1,§60.0
Cotton e emm———mm e ——— 39.3 2.5 228 30.0
Woold e e 10.8 4.8 7.2 - 10.3

1 Grogg:roduetwn Figures for 1048-£3 mc‘lu&ecenl used for cek!ng, during 1537 there wera no coke ovens

1 Billion kilowatt-hours.
t Thousand eubie metres.
{ Raw materlal basis,

3. Coal . ' :

It is expected tha.t the gross annual output w111 be mereased from
3.3 to 4.3 million tons, ineluding mine econsumption, by introducing
more efficient operating methods. This increase in output, however,
will fall short of the expected expansion of requirements-with the
result that imports for. 1952-53 will have to be about 600,000 tons
greater than in the present year, and almost twice as great as prewar.
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This reflects the anticipated increase in the production of the heavy
industries.

4. ‘Electric Power i

It is estimated that the total hydroeleciric potential o:E Austria,
suitable for dew;relopment is about 25-to 30 billion kilowatt-hours
annually:” The anticipated prodiction for 1952-53 represents the
utilization of about one-fifth of the totsl potential. Emphasis is
placed upon projects which will qulckly add to generating capacity,
vather than those with larger yields requiring a longer period of
construction. : -

Despite this planned increase, the per-capita availability of electric
power for Austria would remain somewhat below that for Germany
and France. . _ -

One of the major problems to be solved in connection with the
electric power supply in Austria is that of providing adequate current
during winter when hydroslectric generation is seasonally low. Con-
sequently, some construction of thermal plants is essential, utilizing
low-grade coal which would otherwise be unsalable. The plan calls
attention to the possibility of drawing-on the power resources of
neighboring countries during the winter season. In turn, Austria
is negotiating with Ttaly and Germany, in connection with the estab-
lishment of hydroelectric projects in the Tyrol and the Vorarlberg.
These projects dare huge and if vealized-they would provide a very
important source of power to Austria’s neighbors and would permit
largér power exports during the summer.

5. Forestry

Before the war lumber constituted a very important source of
Austria’s export revenue. In 1987 exports amounted to 131 million
schillings, or about 50 million dollars at 1948 prices: About one-third
of Austria’s atea is woodland. In the past, there has been uneven
exploitation and ¢asily “accessible stands have been depleted. The
plan contempla,tes, therefore, the explmtatlon of less accessible areas.
This would require the construction of roads.and. the procurement of
up-to-date logging and hauling equipment.

Before the war, exports reached 1.6 million cubic meters of soft-
wood; in 1947 shipments were only 150,000 cubic meters. It is
- planned to increase production of softwood-by 1952-53 to 1.8 million
cubic meters, of which 800,000 cubic meters would be exported.

The production of hardwood, in which Austria is relatively de-
ficient, is to be raised. Hardwood, at present, must be imported in
substantial quantities; by 1952-53 it is hoped that these imports can
be_greatly reduced. . ;
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0. Iron znd Steel

The anticipated increase in the production of crude and finished
steel would raise the production of these commodities to levels about
40 percent over those of 1987. Pig iron capacity is, at present, in
excess of finishing capacity. As a vesult, Austria is at present export-
ing large quantities of pig iron instead of rolled products from which
the revenue would be considerably larger.

The long-term program provides for the following shift in the
_ export pattern: o ’

TanLE 28 —iron and stesl erports

[In millipn dellars]
. 194849 1952-53
BT o) ¢ U SR 9 5
Rolled steel products. A A e e e e e e e 25 a4
Total... v ——— ———- M 1]

~

With respect to the iron and steel industry, the program contem-
plates the following specific steps:

1. Increase in production of iron ore, which requires replacing
equipment. lost as a result of the war,

2. Replacement of dismantled plants, particularly rolling mills.

3. Modernization of obsclete plants to increase output and reduce
costs.

4. Increase in finishing capacity, particularly for fine sheets, elec-
tric sheet, tin plate and pipe.
7. Nenferrous Metals

Aluminum production is estimated at 10,000 tons during 194849,
It is hoped, through the planned inecrease in hydroelectric power
capacity, to raise output to 25,000 tons by 1952-53. Substantial in-
creases are planned in the output of lead and zine ores, which would
cut 1mport requirements greatly. It is also proposed to establish a
zinc-smelting plant fear the mines,
" The production of magnesite is of particular importance to Austria’s
- foreign trade. It is hoped to raise 1937 output of approximately
400,000 tons by about 30 percent by 1952-53. This would permit a
corresponding increase in exports.

In the textile and clothing industry only modernization and replace-
_ment but no large scale expansion is anticipated because of the probable

difficulty of disposing of surphis textiles on the export market. It is,

however, planned to initiate a substantial shift from the use of im-
ported natural fibers to artificial fibers, which would lessen-the require-
ments for foreign exchange.
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D. EXPORTS AND IMPORTS

On the export side, the plan does not regard it as possible within
the 4-year period to restore the level of foreign exchange earnings
which prevailed before the War. The trend measured in 1948 prices
is shown in Table 29. ' )

Commodity exports, which are estimated at 189 million dollars
in the 194849 plan are shown rising to only 407 million dollars by
1952-53. The break-down of anticipated exports by commodity
groups is not shown in detail. It is expected that about 50 million
dollars will‘be in the form of ores and metals, about 60 million dollars
in‘machinery and slightly under 60 million dollars in textiles. Except
for very small exports of agricultural products and petroleum, the
remamder 15 grouped ito a miscellansous category.

A substantial shift is indicated in the anticipated destination of ex-
ports. Commodity shipments to the Western Hemisphere are expected
to reach almost 50 million dollars as compared with less than 15 million
dollars in the 1948-49 plan. Shipments to participating areas would
rise from 131 million dollars in 1948-49 to slightly over 200 million
dollars in 1952-53. The major increase, however, would be in ship-
ments to other nonparticipating countries, which are expected to
increase from 40 million dollars programed for 1948-49 to about 120
million dollars in 195253, the greater part of which would he to
eastern Europe.

TABLE 20 —Ausirien long-term ezport program

{Milliops of dollars]

Western Sterling non- | Other non- Other partm-

Hemisphere | participating | participating ipants Total
194840]1052-53 1943-‘4‘9 1952=53 1948—49'1952-‘53 1953-49'1952—'53 1948-49]1952-53
. - . . LY
Agricultural products..____ [ W [ 20 ez T 2.0
Potrolenm — S R rememen] OB o]t e .8
Minerals snd metals, .._..___| 1,4 9.3 0.3 2.3) 130 143} 27.6 7T 21 52 6
Equ.il!)ment .................. 4 . 5.8 W1 3.4 0] 846 861 170 16,0 00 8
...................... .9 5.0 |oaeamaa| 10.0 1.0} 13.0| 27| 28.Q 249 57.0
Other products eeee ... 11,8 | 23.0 L7 187 102 H6.8) 756 | 130.5] 805 | 2340
Potaleer | 15| 4058 ] 11| 8a4f 4025|1333 2092 1501 | 4072
Including electric power. ST - et

- -The Austrian import program "assumes asmall net change in total
import costs during the next 4 years. Visible imports are expected
to increase from 471 million doltars prog:ramed for the fiscal 1948—49
‘to 493 million dolars for 1952-53.

The following tabulation compares the programs for 1948—49 and
'1952—53

- - o om.
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ALy 80— Austrien import programs

[Mallion dollars]
- 1948-19 1952-53

1148. 6 132.15

245 140.0

95 11,0

76,4 85.3

Raw materials. oo e can e 159 & 180.5

Capiin]l Go0dS. . e o et em——— 52 5 44,0
‘Total, commodities. . ________ Y SUPR 471, 3 492, 95

Freight charges it amam—mamm———— T2 2z G

Invi51hle HHeINS. . cmeccmememcmdam s cmmccamemcacccmmecammssmas————————— BE 32.0
Total expendibares_ o tmeana———— - 513 3 ‘548 45

1 Ineluding coarse grains for lead.

In general, the plan reflects considerably increased reliance upon
domestic sources for essential commodities. Imports of food and
agricultural products would remain about unchanged from 1948-49
to 1952-53, despite the anticipated improvement in feedmg standards
and the ekpected increase in popula.tlon.

Imports of coal are expected to rise moderately durmg the next 4
years as industrial requirements increase more rapidly than indige-
nous production and the availability of electric power. Ixpected im-
ports in 1952-53 would be 5.9 million tons or almost double the actual
imports of 3.1 million tons during 1937. ' .

As far as other materials are concerned, there is an increase of
about 12 percent planned as compared with 194849,

In summary, the total planned foreign expenditures for 195253
are 7 percent greater than those in the 1948-49 program.

At the same time, the program contemplates a major shift in the
sources of imports from the Western Hemisphere to other partici-
pating countries and other nonparticipants. Commodity imports of
almost 200 million dollars from the Western Hemisphere in the 1948—49
program, compare with'97 million dollars-planned for 1952-53. Prin-
cipal reductions are in Tood imports.

TaBLE 31 —Adustrian long-term pmgmﬂ‘:—cfomimr.smm of imports by sources,
19! 48=49 and 1952—53

- fIn-million do]lars]
- Nonparticl- | Other partic-
Western + Other MNon- Total, all
Hemisphers piﬁgﬁ;"g‘" p“t"?l?ée?m' participants sourees

1048~ | 1052- | 1048~ 3952 | 1046 | 1955 | 1938~ | 1950 | 1948 | fese-
49 | 53 | 4o | 53 | 40 | B3| 40 | & [*4% | m

25 41 o5 "t36 | 138 172

¥ood and agriculbure ____._.. 133 41 0 4 .

Solid fuels oo ou i i} 0 0 i} 45 48 321 - a7 77 ab

Industral equipment....---- 13 7 0 i} 3 33 1 4 53 44

Alkother products. .. ... 53| . 48 17 32 70 74 18| 364 158 101
Totaln oo maeeee | 199 or 17 26 179 196 76 163 471 - 492




On the other hand, imports from other participating countries are
increased from 179 million doliars to 196 million dollars. By far thé
largest increase, however, is in imports from other nonparticipating -
countries, which rise from 76 million dollars in the 1948-49 plan to -
168 million dollars in the 1952-53 plan of which roughly 110 million
dollars would be from FEastern Europe.. This reflects the effort to
return to the pattern of prewar trade ‘insofar as p0551b1e '

E. BALANCE OF PAYMENTS

+ According to the program, the general balance of payments deficit, .
which is estimated at 281 millicn dollars for 194849, would dec]me
to 96 million dollars in 1952-53. This-means that total foreign ex-
change revenue would cover about 82 percent of expenditures. -

The Western Hemisphere deficit is shown declining from almost
200 million dollars in 1948-49 to about 58 million dollars in 1952-53
largely as the result of the very sharp cut in Western Hemzsphere
imports.

Tt is expected that a small credlt ba,lence would be achieved with
other participating countries in 1952-53 amounting to about § million
dollars. This compares with o net deficit of 47 million dollers in
194849 for the same area.

With respect to other nonparticipating countries, principally East- )
ern Europe, 2 moderate increase in the deficit is entieii)ated coincident
with a very large increase in both imports and exports. For 1952-53
the deficit for this area is projected at 36 million dollars as compered
with 28:million dollarsm 1948-49. - g

Details with respect to the anticipated development of the Austnan
balance of payments are shown in table'32. :

TABI.E 32.—Austﬂaﬂ_long—tem program—2Balance of dayments

[In miilion dollars}
104849 | 195253
- Expenditures. . . . o ]
Total IMPOFES, e e e aaa - — 47.3 1629
Freight ¢ arges ___________ a2 . 20
Invisibleftems____ . __________Z___ "~ o ammmm— mmeem—— s 88|, 32.9
Grand tofal. oo e e e 513 3 548.4
Rec%i‘pts: " . .
O S o o ——————— e e e . A
Invisible ems. e lgg% 43;%
Total oo . . T ma,
Deficit ... .__: e m ———— - 2380, g 453: g

F. COMMENTS AND BASIC PROBLEMS

The long-term program as submitted by the Austrian Government
lacks much of the detail needed for satisfactory appraisal. ‘Only the
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general outlines of the production and foreign trade programs are
presented. The means for implementing the objectives are indicated
in broadest outline. There is no information describing the ‘general
economic position of Austria from which it would be possible foderive
estimates of the total availability or use of its economic resources.

It is clear that the effort to restore a self-supporting economy in
Austria will present great difficulties. To the problems twhich have
" persisted since the end of the First World War have been added thoss

stemming from World War II and the-continuing occupation. The
_general economie effects of the dissolution of the Austro-Hungarian
Empire have been described in the preceding chapter. The magni-
tude of the resulting disruption is reflected in the fact that Austria
never succeeded in balancing fully her aceounts during the interwar
period; not until 1937 was there even approximate balance.

The manner in which the Anschluss interrupted progress toward a
self-supporting Austrian economy; the direct and indirect loss and
damage during the war and immediate postiwar years; the unbalancing
of the economic structure during the German oceupation and after the
war; the removals of industrial and transport equipment and the

' present political difficulties’ under the occupation have also been
described. '

‘Within the framework mlposed 'by these condltlons, Austria had
to resume the effort toward building a viable economy. In important
respects the task will be facilitated by the progress.in industrializa-
tion which oceurred during the interwar years.

However, the present political difficulties, both- within Austria and
as they affect economic relationships with Eastern, Europe, represent -
. major handicap. After the end of the First World War, Austria’s
trade with the “successor states” of the old empire fell into a natural
pattern which did not depart too violently from the habits established
under the dual monarchy. The tariff barriers which were erected
restricted:but did not destroy this pattern. At present, however, trade
relations-with Eastern Europe have been greatly curtailed. Awstria
is confronted with'the task of reestablishing those relationships in-
sofar as conditions permit, and of developing trade relations with the
rest of the world to compensate for the Joss of that part of its trade
with the eastern neighbors which it cannot sueceed in restoring.

As stated in Chapter I, Austripz probably cennot produce more
than about three-fourths of its food requirernents; its coal resources
are inadeguate for its needs, and it requires also a wide range of raw
materials to support its Industries. Its current level of imports is in
excess of 500 million dollars annually, or an ayerage of more than
70-dolars per capita. The provision of revenue required to pay for

50


http:progress.in

these imports is a heavy burden on a country with-limited resources,
and one which has lost its prewar reserve from foreign investment.

The problems which must be solved before a self-supporting econ-
omy can be reestablished in Austria are only partly within the control
of the Austrian Government. Itis difficult to envisage their full solu-
tion until an Austrian treaty has been conclnded so that Austria can
regain full freedom. of political action and finel assurance as to the
. assets which it will be permitted to retain.

In the meantime, however, the task of maling the most effective
use of Austria’s economic resources will have to be pressed to the
utmost. The following specific programs are of primary importance:

1. The increase of Austria’s agricultural output.

2. Extensive development of hydroelectric resources.

3. The most effective utilization of lumber resources.

4. Expansion of ¢oal production.

6. Expansion in other basic industries and readjustment of produc-
tion patterns, both to satisfy a larger portion of domestic requirements
irom internsl production and to increase the export potential.

6. Restoration of the transport system.

7. Promotion of the tourist trade.

8. Reestablishment of income derived from financial and commer-
cial services.

Those objectives require large-scale investment, including substan-
tial importation of foreign c.a,pltal equipment. For the most part,
however, the investment will be internal. The most critical singles
problem confronting the Austrian Government is that of finding the
NECessary sources for this investment, without which the country
cannot become self-supporting. ]

The difficulties in obtaining large private savings in a country whose
population has so large a backlog of unsatisfied consumer mneeds as
Austria, are apparent. However, the Austrian program rests too
heavily upon the utilization of counterpart funds. The plan con-
templates drawing 940 million dollars from this source over the 4-
year period, or about 235 million dollars a year. This rate is about
equal to the actual allocation of aid for the first annual period, 1948~
49, and that estimated as required for 1949-50, Tn subsequent fiscal
years 1t is anticipated that the amount of aid available will be reduced
substantially. Even if the entire counterpart fund during the 4~year
period were used for this purpose it would probably fall considerably
short of the amount expected from this source.

It appears necessary, therefore, for Austria to develop its own re-
sources to make up at least the difference between the amount of
counterpart funds that may be released and the sum shown in the
plan. This means that either private or governmental investment
funds will have to be found in amounts severa] hundred million dol-
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lars greater than contemplated in the plan, possibly 600-700 million
dollars instead of the 430 million dollars projected. This would mean,
in turn,-that it would be impossible to permit Austria’s internal con-
sumption of rise as rapidly as might otherwise be desirable. The res-
toration of prewar consumption levels for food and commodities by
195258 does not.seem justified if it is not possible simultaneously to
make greater progress toward reestablishing a self-supporting econ-
omy. It should be a primary objective to limit the amount of funds
available for personal consumption and to increase those which become
available for investment.

Trood consumption standards in Austria have been raised so that
they are now not far below prewar. This has been possible only on
the basis of substantial external aid, first through direct appropria-
tions by the United States and British Treesuries and now through
ECA. It cannot be overemphasized that such extraordinary aid
should be directed im the first instance toward restomng Austria’s
ability to support itself and only sécondarily to improving the con-
sumption levels of its population, once basic needs are met.

It appears essential that the Austrian economy concentraie upon
providing first and foremost the industrial and agricultural founda-
tion for a self-supporting future.

This problem of providing the necessary sources of investment on
the requisite scale, and for directing the flow of investment effectively,
is the outstanding issue Wlthm the competence of the Austrian Gov-
ernment.

There are various methods by which a policy of limited consump-
tion for the purpose of furthering investment could be implemented.
Which measures are most appropria,te to the situation would have
to be determined by a detailed appraisal of the entire economic
position.

In addition, there will be a wide range of other problems, both.
internal and external in character, which will have to be resolved
within the next few years. One of the most important of these is
the adjustment of the price-wage structure within Austria to pre-
vailing world market conditions. There probably will have to be
somse relative inerense in the prices of farm and agriculfural products
in order to s_tlmulate farm production. Impovement of industrial
- efficiency, particularly in the export industries, is needed in order to
permit Austrian products to compete effectively on world markets.
Above all, Austria’s internal economic resources will have to be ex-
ploited to the maximum to lessen dependence.upon import.s and fo
increase export revenue.

Externally the establishment of a -pattein of export and 1mport
trade, which would reduce Austria’s doliar deficit, is a problem of
prime importance. This will involve the restoration of Austria’s
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trade with her eastern meighbors, so far as practicable, since this
would provide both a nondollar source for 2 wide range of essential
imports and a substantial market for Austria’s exports. Industrial
production is increasing at a rate believed to be sufficiently high to
support a. much-increased volume of trade with Eastern Europe. In
addition, however, expansion of Ausiria’s exports to the Western

Hemisphere appears essential. ’

In general, foreign trade would be facilitated by the establishment
of a uniform exchange value for the schilling on all import and export
transactions; the realization of this objective is dependent partly upon
the adjustment of the internal price-wage structure. Considerable
difficulties will be encountered in the restoration of normal trade re-
lations with certain other pfl,rticipatincr couniries, particularly Ger-
many and Italy, untll recovery in those countries has proceeded
further so that there can be a freer flow of goods in both directions.
The restoration of transit traffic, particularly on the Danube, is at
present handicapped by political diﬂiculties; if and when such traffic
can be restored to its former proportions, it will constitute an im-
portant source of foreign exchange revenue.

With respect to the details of the program, it is believed that the
1952-53 target for exports, both visible and invisible, should be set
higher. If industrial production in 1952-8 can be raised 30 percent
above in 1937, a corresponding increase in exports should follow.
The problem of finding markets is recognized and is serious, but it
should be possibie to overcome this dificulty, provided there is sufficient
improvement in production methods and in the cost-price structure.

It is possible—and in fact probable—that even with the proposed
investment program and with increased pressure for exports, the
" Austrian economy might have a deficit in its foreign accounts in
1952-53. Nevertheless, it should come considerably closer to balance
than the program submitted by the Austrian Government would indi-
cate. It would appear highly desirable that this program be recon-
sidered, that plans be formulated in much greater detail and based
upen a program of maximum investment entailing restricted: con-
sunption until the nation can become self-supporting. Reliance
cannot be placed upon counterpart funds for the realization of the
investment program to the extent visualized-by the Austrian Gov-
ernment. In short, it is essential to plan upon the assumption that
extraordinary foreign aid will not be available after 1952-53.

In summary, the solution to some of the-most important problems
confronting Austria depends upon political developments over which
the Austrian Government can have little influence. Within its sphere
of competence the overriding problem is that of developing and
maintaining a major investment program calculated to make the most
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efficient possible use of limited economic resources. The other prob-
lems which have been mentioned are important individually, but
their solution should follow in good part from settlement of the
political issues and from the inauguration of the fiscal measures neces-
sary to support the investment program.



Chapter III. The First Annual Programs
. THE 194849 PROGRAM |

The degres of recovery which the Austrian economy has achieved
since its virtual postwar collapse has been largely the direct result of
foreign aid. 'Without such aid it would have been impossible to im-
port the food needed to provide even a minimum diet for the Austrian
population or the fuel and raw materials without which its industries
could not operate.

During the first two years after the end of the war, foreign assistance
. from the United States and the United Kingdom as well as from
UNRRA. was largely of a relief character. Increased grants were
made available about the beginning of 1947; interim assistance and
BECA funds were made available during 1948. The concrete results of
this assistance are illustrated by the fact that industrial production
rose from 44 percent of the 1937 rate during March 1947 to 98 percent
in October 1948,

Despite this sharp improvement, the need for continued assistance
remains acute. Austria needs not only food, fuel, and raw materials
for her current consumption and industrial requirements but must
also carry out a large-scale investment program to develop her own -
resources to the maximum, lessen her future import requirements, and
increase her export potential.

The Austrian program, as submitted for fiscal year 1948-49, was
based upon these considerations. It showed, total expenditures of
foreign exchange at 518 million dollars, of which 42 million dollars
represented freight charges and other invisibles, leaving commodity
import costs at 471 million dollars,

" TaBLE 33.—Austrign imports, 1948-49

(In millions

- of dollars}
Food — ———- 148. 6
Agriculture___ — = 245
Tobaceo ——— ——————— 0.8

Coal ; i 8.4
Raw materials - —_— -— 159.5
Capital goods. = : -— 82,5 -

Total — 471.3 . .



As shown in the tabulation, about 40 pevcent of the total commodity
import requirements represented food, tobacco, and agricultural sup-
plies. Despite marked improvement during 1948, Austria’s in-
digenous food production is still sufficient to cover only about 55 pex-
cent of its present consumption. The Imports shown are necessary
hoth to provide an adequate level of total food consumption and the
types of foodstuffs in which Austria is seriously deficient, particularly
bread grains, fats, and sugar. With the assistance which has been
made available,JAustria has been able to establish a food ration for
the normal consumer of 2,100 calories per day, equivalent to total
consumption by the average non-self-supplier of about 2,500 calories.

The remainder of the import program is devoted to providing the
fuel and Taw materials without which Austrian industry could not

-operafe-and the capital goods needed to initiate the long-range invest-
ment program. The benefits derived from the fuel and raw material
imports were evidenced by the sharp and steady improvement n in-
dustrial production during the past year., The advantages which will
result from the investment program will, of course, take Jonger to
become apparent, but without such a program it would be impossible
for Austria to achieve a self-supporting status. ]

Austrian exports have also-reflected the stimulus of increasing pro-
_ duction made possible largely by foreign aid. Exports during -the
first 9 months of 1948 were at more than twice the 1947 rate. Never-
theless, it remains impossible to avoid a large deficit, estimated-in the

Austrian program at 268 million dollars for the- current fiscal year.

‘Under the Austrian program as screened by the OEEC, 206 million
dollars of this deficit was with the Western Hemisphere. There was
an additional deficit of about 22 million dollars with .other- non-
participating countries, particularly with Eastern Europe, which has
always been a major source of food, fuel and raw materials for

Austriz. This made a total dollar deficit of 228 million dollars. The

Austrian Government assumed that about 11 million dollars of this
amount would be covered by loans. from the Export-Import Bank
and the War Assets, Administration, leaving the regquirements for

ECA aid at 217 million dollars. ot S

On the basis of the latest figures available, about 13 million dollars

. will be financed by 16ans and advances from non-ECA sources. This
would leave the net dollar deficit for the fiscal year fo be financed by
TCA at 215 million.dollars, The OEEC estimate 6f balance of pay-

ments and the BCA .estimate for the same period are shown in the
tabulation for 194849 (tables 84, 35)- - cL

The ‘existing ECA. appropriation has made possible an”allocation
of aid to Austria since July 1948 of 158.8 nillion dollars.” Prior to

the fiscal year 194849, Austria received 62.0 million dollars from

ECA for the April-June quarter followed. by quarterly. allocations of
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_o- TABLE 34.—Illusiralive balance of paymenis.for 1948-49 .
[CEEOC estimate, in millions of dollars]

Daollar account Non-
geeount | total

United | Other Total

Slabeg

1. Imports__. ... n. [

2 Bports. e e

3. Merchandise halanes .. _________

4, Invisibles (net). . e ———————

§. Carrrent aceount balance_ __ .

8. Betilements. ool L

7. Capital transactions:

4 Repayments. . _.__
cy Other . _______.__. -
8. Netposition __________________________________ 1
9. Estimated requnrements for United States aid___
1. Uncovered defleif.. oo mmmmeee oo

t

ga) Non-ECA financing

TaBLE 35.—I[Nustrative balance of payments.for 135849
L. [ECA estimate, in willlons of dollazs] ”

- Dollar account ”
on-
tod do]]art C:g::an]d
Uni ! Aecou
} Gtates Oliher Total

I, Imports el 182, 2 46.2 228.4 nrLt 466.1
2 Exports ... e 2.3 2.2 11.5 187,68 106.1
&. Merchandise balanee_____ ... _________._____"°" —-172 9 —440| —2169 —50.1 —207.0
4. Invisibles (met)__ e m—m——c——————— 0 .9 .6
5, Current account balanee..._ — 9

G, Seiflements. ... e mm——— -
7. Capital transactions: -
- (“3 Non-FCA BNADCHIE. o e oo e

() Other o __.__

8. Wet position e ———a-
9. Estimated requirements for Umted States aid. __
10, Uncovered deffert. oo

55.8 million dollars for July-September, 85.0 million dollars for Oc-
tober-December and 18.0 million dollars for January-March 1949.
An additional 56.4 million dollars would be required to provide a total
of 215.2 million dollars. This still would leave an uncovered-dollar
deficit of about 2 million dollars.

The results achieved from the aid which so far has been made avail-
able have been very substantial. However, much furthei effort and
outside assistance is needed before the Anstrian economy can attein
a self-supporting status. The alloeation of an additional 56.4 million
dollars for the balance of the current fiscal year is believed to be the
minimum needed to permit the continuation of economic recovery in
Austria. '

B. THE 1949-50 PROGRAM

1. The Character of the Program in General

The difficulties confronting Austria in its efforts to restore a self-
supporting econemy have been described in the’ preceding chapter.

5T
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Regardless of whether this task can be achieved within 4 years, it is
clear that the Austrian economy cannot continue to recover during
the next year or two at least without continued foreign assistance.

I+ is essential that a substantial amount of aid be provided for
fiscal year 1949-50 in order to permit Austria to continue to progress
along the road to recovery and to permit it to build up its pro-
ductive resources while maintaining adequate standards of essential
consumption. .

A careful analysis of Austria’s probable needs during the coming
fiscal year indicates that there can be some reduction In the amount
of extraordinary foreign assistance to be provided as compared with
that which was made available during 194849, The amount of aid
estimated to cover the dollar deficit is 197.0 million dollars of direct
aid, to which should be added drawing rights on other participating
nations of about the same magnitude as for 1948-49. While this
figure is lower than the amount requested by the Austrian Govern-
ment, and while the direct dollar aid would be about, 18 million dollars
less than that granted in 194849, it is believed that, with careful
management, it would permit substantial further progress by Austria.

2. Imports
The Austrian program contemplates total foreign exchange expend-
itures for 1949-50 amounting to 571 million dollars, .or about 12

percent greater than in the 194849 program. The composition of this
estimate is shown in the following tabulation :

TapLE 86.—Comparison of Austrian import programs

[WIillions of dollars]
104848 1940-50 ©

Imports: .
Food and aprlenlbure . e mmmam——- 182 8 196.7
[717: - e o S e e mmm e m 76 4 82 4
Raw materials. e iimmmmmmmemermmmmmmmmcmsssasees——————————— 159 5 1747
Capital eqUIPIRent s 5.6 63.5
Total commodity Imports. v e cccmmeme oo 471.3 519 3
Freight charges, . e — 83.2 3.4
Other InvIsTbIOS. o o cemeccemcm e cccec e emmeme e mm e e o 28 17.3
Total expenditures. < oo oe oo oo amrcdm et ot immmmmmm———————— 513,3 6710

Commodity imports under the program would rise from 471 mil-
lion dollars to 519 million dollars, or about, 10 percent. There is a rise
of about 14 million dollars in expected imports of food and agricul-
tural products, principally to increase livestock production. The in-
crease of 6 million dollars in coal imports, and of 18 million doHars
in industrial materials, is intended to support the expected industrial
expansion, particularly of heavy industry.

The proposed impaorts of capital equipment fall into the following
categories: -
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TABLE 37.—Ausirian import program, 1948-50—Capital goods imporis

[1,000-dollaxs]

Electric power _ _— e e e e 83 4 22 0 o e 8 e e e 10,183
Mining machinery — _— _— To822
Iron and steel equipment_____ — — 18, 450
Textile machinery — e —— 3, 300
‘Woodworking machinery______ —_— 00
Wheeled tractors U 260
Horticultural machinery . R 95
Agricultural machinery. . —_ 835
Other transport equipment _— 700
Machine tools — S ——— 4,042
Other machipery__________ . ___ - 21, 083

Total — —— —— 83, 550

Invisible expenses are expected to increase by 8.5 million dollars.
This reflects, principally, anticipated payment on a debt to the Bizone
on past transactions, as well as interest and initial installment pay-
ments against Export-Import Bank and War Assets credits.

The import program as submitted shows projected purchases in
the Western Hemisphere at about the same level as in the 194849
program. Imports from other participating countries and other non-
participating countries (principally eastern Europe) would increase
substantially. In terms of percentage, imports from the Western
Hemisphere would decline frorn-4i- percent of the total under the
1948-49 program to 38 percent in the 1949-50 program. A compari-
son of the distribution of projected imports by areas is shown in the
following tabulation:

TaBEe 38 —Austrian #inport programs, 1948-49 and 194950

Million dollars Percent of total
Area =
104849 1948-50 1048-40 1940=50
1 N 162.3 161.8 34 31
L8 = N - J6 0 37.3 i 7
NEBA e et e - 17.3 7.0 3 1
ONPO - 70.3 p2.7 16 18
OPC R - 170. 4 2207 40 43
Total e e 471,23 519,3 100 100

3. Consumption

The program submitted by the Austrian Government for the fiscal
year 1949-50 contemplated a 200 calorie increase in food consumption
and limited increases in the availability of other consumer goods to
the population. Under the Austrian plan, the daily basic ration to
the “normal” non-self-supplier would be raised to 2,300 calories, as
compared with 2,100 calories currently. This would have the effect
of raising the average level of food consumption of the nonfarm
population to about 2,700 calories.
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The supply of raw materials to industry, according to the program,
wounld increase substantially. ‘This increase is based both on the
planned rise in industrial production and on a rise of about 10 percent
in the imports of coal and industrial materials.

4. Investment

No over-all estimates of the investment program for 1949-50 have
been presented. However, about 40 percent of the machinery which
it is planned to import during the 4-year period is scheduled for
purchase during 1949-50. Specific plans include 20 million dollars
for iron and steel equipment, 3 million dellars for nonierrous metals
industry, 3 million dollars for chemical industry, 5 million dollars for
textile industfy, 0.7 million dollars for wood and weodworking in-
dustry, 4 million dollars for construction industries, 1.5 million dollars
for mining industry, 4 million dollars for transportation, and 14
million dollars for hydroelectric development,

5. Production

The program calls for an jnerease of about 10 percent in the pro-
duction of foodstuffs. This is expected to result from an expansion
in the area under cultivation, in addition to greater utilization of fer-
tilizers. The program calls for a rise of about 10 percent in the output
of bread grains, a very substantial increase in sugar beet output, and
higher production of meats, fats, and millk.

In the industrial field, the following increases in production are
anticipated in the Austrian Program:

TaBLE 30.—Planned production, 1958-49 and 194950

194849 140-50
Coal (million fons)_ . _______ [ —— 4.2 4.5
Electric power (billion k, w. h.)ae.n- R i 48 B.1
Crude stecl {thousand £on8) - - eeeeo ——- 700.0 750.0
Finished steel (thousand tons) ..o ocoooo. —— ——— 430.0 0.0
Alominum (thousand to08) e vee e e . 15.0 20.0
Timber {million eabic MEtres) - - o i v mcmm——- —— 1.6 17
Freight ears (mits)} o oo _— 1, 500 2,800
By T R ) a3 ) O — 1,200 2,800

No estimate of the over-all increase in the index of industrial
production is given.

6. Exports

Under the program, 2s submitted by the Austrian authorities, ex-
ports would rise from 189 million dollars planned for 1948-49 to
951 million dollars in 1949-50, an increase of about 85 percent. Al-
most the entire increase would be in exports of “other goods,” includ-
ing a wide range of manufactured products. The programs for the
2 years, by commodity groups, are compared below: -
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TABLE 40.—Ausirian export programs, 1948-48 aend 1849-50

Valus in mallion dollars Pereent of toinl

104R-40 1 1949-50 194848 1949-50

Qresandmetals. ... 23] 487 22 ‘18
Equipment._.______________~ ~TTTmmTmmTmmmmmmmmmmmmmn 160 | - 19.3 g 3
Textiles, exeluding elothing__ 923. 8 29.8 12 12
Other 2000Sem cmccmmee LI 107.5 153.1 5 62

BN 2 L 189, 4 250.9 100 100

1 First revised program.

There would be some shift in the distribution of exports by destina-
tion, according to the program submitted. Exports to the Western
Hemisphere would rise in the same ratio as total exports and con-
tinne to represent about 9 percent of the total. Exports to other
participating nations wonld increase about 27 million dollars under
the program, or about 20 percent, but their ratic to the total would
decrease somewhat. Shipments to other nonparticipants would show
an- increase of almost 60 percent and would risé from 21 percent of
the total in the 194849 program to 26 percent of the total in 194950,
- This reflects some approach toward the prewar export pattern. The
comparison is shown in the following tabulation :

TABLE 41.—Austrian ezport programs, 1948-49 and 1949-50

Madljon dollars, Percent of total
- Aren -
104849 1849-50 184846 1949-50

L 9.3 1L 5 ]
OWH..o e e 52 10.7 4 4
NP A e emmm 1.1 68| 2
ONFPQ Em e e mrE . ——————————— 40,2 6.4 21 26
Lo 133.3 158.0 70 63

Total e e c———— 1891 250 B 100 100

7. Balance of Payments

TUnder the Austrian program the net deficit on current account would
be 288 million dellars, as compared with 296 million dollars in the
194849 program.* Of this total, 290 million dollars would represent
the deficit with the Western Hemisphere. Trade with other par-
ticipating countries would show a debit balance of 71 million dollars
and trade with other nonparticipants a deficit of 27 million dollars.

1 During 194849 ECA aid plus drawing rights on other participants amonnted to 280.5
»million dollars and most of the remainder weas to be financed by an Experi-Tmport Bank
loan and War Assets Administration credit.
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maprE 42 —Ausirian program submission, 1949-50—DBalance of payments, all

cUrrencies -
[Mfllion dollars]

UBA QWH WFPsSA | ONPC OFC Total
T e _ 16L.8 37.3 7.0 92.7 bt 5103
Exports T ie| w07 68| ots| 18¢| 2809
ice balanes. .- ccem—msamen ~15G 8 —20.6 -2 —28.3 ~02 B — 958, 4
Not ml\\yléfg}gndm S —86 —3.8 - b +11 —85 —20, 2
Talanes on eurrent aecount- - _..-| —15%.4 —10.4 -7] =21.2| -m.o¢ 2498, 6

8. Critique and Recommendations

The second annual program, as presented by the Austrian Govern-
ment, reflects the difficulties confronting Austria in its efforts to restore
its economy to a self-supporting basis while, at the same time, provid-
ing essential food and other consumer goods for its population. Ttindi-
cates the need for promptly grappling with the basic problems which

have been described in the preceding chapters.
Tt is recognized that the present food consumption standard in

Austria remains below prewar and that the availability of other con-
sumer goods to the population is relatively much lower. Nevertheless,
it, would appear that any improvement in the level of food consump-
tion, such as that contemplated by the Austrion Government, ought
to await considerable further progress toward the goal of a self-

supporting economy.
As stated earlier, it is essential that Austria make a strong effort

to finance a larger part of her essential investment program from
her own financial resources. It is clear that this cannot be accom-
plished from counterpart funds alone. The coming fiscal year should
therefore see g strong effort to channel substantia] private Austrian
funds into the investment program by appropriate fiscal meastres.
This necessarily would result in retarding general improvement in
{he level of personal consumption. )

Under the circumstances, it is believed that some reduction in th
proposed import program is warranted, principally with regard to
food. Af the same time, caleulations indicate that there also should
be some reduction in the import requirements for coal. The export
program submitted by the Austrian Government represents, as has
been stated, an increase of about one-third over 194849, This reflects
progress along the road toward a self-supporting economy.

On this basis the net dollar deficit on eurrent account would amount
to 197.0 million dollars, which would require ECA assistance since
Austria has no other source of dollar financing. In addition, Austria
should receive drawing rights from other participants somewhat lower
than in 1948-49. The following tables show the balance of payments
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in tﬁe Austrian forecast for 1949-50 and TCA. estimates for the same

period:
TaBLE 48.—INustrative bolance of peyments for 1943-50
[Aunstrian estimate, in millions of doliars]
Dollgr account Nen
atted . dollar, Grand
nite ACCOLD
) States Other Total «
I 5§ o o - 161. 8 59.2 221,0 298.3 51,3
2. ExportSoancn. . e 1.0 5.7 16.7 234.2 250 9
3. Merchandise balance. . . .eemeeeecmcmmemaceansnewea| =150 8 ~53.5 | —204.3 —641 —208.4
4. Invisibles (meb). v e e ———ae —7.0 —4.1 =111 —7.5 —18 6
8. Current account balanes. . oo —57.6 | —215.4 —~T1.6 ~287.0

6. Setflements_ __________

7. Caputal transactions.
(ali Non-ECA finang
B) ‘Repayments_______
¢) Other Z__________. )
B, Nel Dot o e e iucmmaauoiaans —150. 4
9, Estimated reguirements for Unsted States $id.oeen |- —cvcaeemn
Tasre 44 —Iiustrative balance of payments for 1359-50 .
[ECA estimate, In millions of doflars] ’
Do]'] ar aceount
Nolx;tli_lol- Gt?tﬁld
TCuited acepunt
Siafes Other Total
1. Imports. e a—e e o 155.2 46.5 20L.7 269.8 471.3
PO D' a5 o - 11.0 10.7 21.7 220.2 250,90
3. Mer;eha.ndise halance. | —144.2 —35.8 —180.0 —d40.4 —220.4
4. Invistbles (net). . ....__ . -84 —3,2 =94 ~0(.3 =90
5. Cwrrent account balanee, o oo oo .| —150.8 =390 -180.6 —40,7 —230.3
6, Settlements | i i D —B.5 —6.5 | rce—————
7. Capltal transackions. _ ool J T S —— o men
(fcg Non-BCA financing. e +50 [eeamana = o VL1 OORRRRO (R
Eb RepaymentSaeen o oo oo L o VL I PRSI o
ey Other __ e e e e e e ema
8. Net Position e cesecmcimmemmmcccmac oo =151.2 —=43.5.] =196 7 |ccecanans [—
9. Established requirements for United States aide. {eaeuoecooe|omacamaaan B Bt VI N
10. TUnecovered defiat. LI

1 Gﬁ]d and dollar movements under terms of exisilog finaneial and commereisl agresments with OFPO

and NPC,

O .
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