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PART I 

Summary and Conclusions 
The difficulties faced.by Austria in estabhshing a self-supporting 

economy began at the end of the firgt world-war. After a tremendous 
struggle and period .of adjustment Austria had lust about overcome 
its economic unbalance in 1937 the year before the Ansoblhss. 
Since then the situation has~been greatly aggravated by the 1t6blems 
stemming from World War II and by the continued four-power occu. 
pation. 

Until 1918, Austria was the key component of a well-balanced large 
economic unit, the Austrian-Hungarian Empire; independent, Austria 
became a small rapyblic of'82,000 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 ppropriate (o 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 raterials nor consume the products of its in
dustry. Natural resources were, in many cases, 'undeveloped as many 
items had been supplied more economically by other parts of the 
monarchy.' 

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, Austria went through a period-of inflation and economic 
instability in the 1920s and a depression after 1980. The Government 
was forced to seek assistanc in the form of foreign loans. ' Strenuous 
efforts of the Austrian Government to increase agricultural produc
tion brought about a decrease in food imports from.82 percent of all 
imports in 192A to 98 percent of all imports in 1937.-

Systematic exploitatibn of the country's natural resources, its 
-forests, its hydroelectric potential, and its limited mines was paralleled 
by increased efforts to maximizepits, 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 European location, Austria developed considerable income 
from transit trade and traffic. As a result of these efforts, Austria 
for the firsttime virtually paidits own way in 1937. 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-H-ungarian Empire.

In March 1938, 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 hand, 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 political 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. Austrian 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 
current 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 aid off-ration consumption, is about 2,500 calorits 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 aid, 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 January 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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In 1948 receipt of aid under the ERP, with its emphasis upon re
covery rather than relief, gave 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 Austria'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, Austrias foreign investments have been 
lost almost completely and the ability to earn income from other 
service accounts has been greatly diminished. Requirements'for es
sential imports of food, fuel, and raw materials remain well in excess 
of the present export potential. 

Austria can approach a self-supporting status only through inten
sive development of her indigenous resources. Outstanding 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 fil 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 Govern
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 
Government, and this financing is to be derived entirely from counter
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part funds. The long-range plan for the use of counterpart-funds for 
this purpose, in fact,is well in excess of their probable availability. 
, The Austrian recovery program, .moreover, shows a foreign trade 

deficit of almost 100 million dollars in 1962-5. The revenue from 
ekports and invisibles is expected to cover in that year only 82 percent 
of the total foreign exchange expenditures. 

..-.Without a large-scale investment program, Austria cannot achieve 
a self-supporting status. Consequently, it would-appear essential that 
adequate sources of investment finds be provided. To do this would 
require strong fiscal measures both to provide additional Government 
revenue available 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 cldser balance within 4 years than is contem
plated in its long-term program. 

During 1948 the ERP has provided fuel and raw materials, without 
which Austrian industry could not oj1erate, 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 imp rovement in industrial production during 
the rast 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 hai'e also reflected the stimulus of increasing pro

duction made possible largdly by foreign aid. Exports during the 
first 9 months of 1948 were at more than twice the 1947 rate. Never
theless, it remained imp ossible'to avoid a large deficit, estimated in the 
Anstrian program at 296 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 and transit 
traffic and the loss of foreign investments. 

Under the Austrian program for 1948-49, as screened 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 Europe which 
has -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-Import Bank and 
the War Assets Administration, leaving the requirements -or ECA 
aid at' 217 millibn dollars. 

On the.basis of the latest-figures available, about 13 milliofl 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 dolars. 



The Austrian request anrd aid granted in 1948-49, as well as the 
request and estimate for 1949-50, are summarized in the following 
table: 

TA&BLE 1.-EmtrULz aid requirsti 
(In millions of dollars] 

194S-49 194-50 

Austrian rmQuest for gross dollar aid ----------------------------------------. 33.3 217.0 
-0OEEO recommendation of gross dollar aid ---------------------------------- 217.0 

ECA estimate of gross dollar aid ------------------------.------------------- 215.2 197.0 

I National submissions for 1949-50 not yet reviewed by OEEO. 

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, AIustia has r6ceived 
allotments totalling 158.8 million -ollars, 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"fical 
year 1949-50 contemplates a 200-calorie increase in food consumption 
and limited increases in the availability of other consumer goods to-the 
population. 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. Thgre would'be a rise inthe.output of bread grains, 

-a substantial increase in sugar beet'output, and higher production of 
meats, fats, and milk. 

The supply of raw materials, including coal, to industry, according 
to the program, would increase'abouit 10 percent. This increase is 
in accord with the planned rise intidustrial production. -

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 next 3 -yeirs-is scheduled for pur
chase during 1949-50. 
- The Austrian program contemplates total foreign exchange expendi
tures for 1949-50 amounting to'571 million dollars, or about 12 percent 
greater than in the 1948-49 prograin. Commodity imports under the 
.program would-rise from 41 million t6 519 nillion dollars; or about 
10 percent. 

SInAvisible expelises are expected to increase by 8:5 million dollars. 
This reflects, principally; inticipated payment on a debt owed to the 
Bizone on past transactions, as well as interest and initial installment 
.payments against Export-Import Bank and Wai _ssets credits. 

The inport program as submitted show projected 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 countries 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 dollars in 1949-40, an increase of about 83 percent. 

Under the Austrian program the Aet deficit on current account 
would be 288 million dollars, as compared with 296 million dollars in 
the 194t-49 program. Of this total, 190 million dollars 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 pregent food consumption standard in 
Austria remains belbw 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 tb finance 
a larger part of its essential investment program from its own 
financial, resources, instead 'of by counterpart funds alone. The 
coming fiscal year should thetefore 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
fications, 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 Austria'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 economy. 

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 source other than ECA aid to finance such a deficit. 
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PART H 

Chapter 1. Analysis of the Current
 
Situation
 

A. CONSEQUENCES OF THE WAR 

Before 1918 Austria was the key component of the Austro-Iun
garian monarchy-a well-balanced large economic unit-an empire of 
2140,000 square miles with a 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 
andraw materials nor consume the products of its industry. Natural 
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 connection§ difficult. 

Austria had little to offer in that period. It could no longer pay 
for a substantial partof 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 1980. The Government was forced to 
seek assistance in the form of foreign loans. Strenuous efforts of 
the Austrian Government to increase agricultural production brought 
about a decrease in food imports from 82 percent of all imports in 
1924 to 28 percent of all imports in 1937. 

Systematic exploitation of the country's natural 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 a large number of tourists. Capitalizing 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 1937. The deficit on 
merchandise account was almost covered by income from tourism, 
services and revenue from assets.retained in the successor countries. 

In March 1988, Austria was dmexed by Germany and its economy 
integrated with that of the Greater Reich- Some lasting economic 
gains resulted, including hydroelectric and petroleum 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-" 
ical 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 19i7 and rapid-progress was -
made in 1948. 

Austria is in a unique position among the partiqpating countries 
in that it has a central government of its own while still being occu
pied by four Allied Powers. Austria was occupied not as an ex-enemy 
country 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 see Austria reestablished as an independent state with politi
cal and economic security. The United States recognized Austria as a 
liberated country comparable in status to other liberated areas sdb
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 a sound and 
democratic national life based on stable economic and financial 
conditions." 

In the absence of a treaty, 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 Austria. 
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Certain coxitrols are still exercised over the-Austrian Government 
in the political and economic fields collectively through the Allied 
Council for Austria and individually in .the four 6pafate zones 
through th resphctive commanders in chief. Acts of the Ausfrian 
Government are subject to review, but not veto (unless unanimous), 
by the Allied Council for Austria in Vienna. 

The essential tasks of occupation may be regarded as-ebmpleted, 
the severance of Austria from Germany has been accomplished , Aus
trian national identity and the ftbric bf Austrian' institutions have 
been restored. Extensive progress has been made by Austria in re-
gaining its position as a member of the international community on an 
equal footing with other states. Austria exchanges diplomatic repre
sentatives with other governments. It has joined specialized agencies 
of the United Nations and other international orgafizatoions which 
seek to attain common ends through the cooperation of indepeicdent 
national states. Austria is, for example, a participating member of 
the Organization for European conomic Cooperation, the Food and 
Agriculture Organization, the International Labor Organization, In
ternational Civil Aviation Organization, International Bank for Re
construction and Development, and International Monetary Fund. 

The present Austrian Government was formed in accodance with 
the results of the free national election in November 1.945 and has 
maintained a clear record of internal stability, resistance to-eommu
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 PaFty, 
which represents principally clerical, conservative, busindss; and peas
ant elements, and the Socialist Party'which draws 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 Parlaihent, 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 liaie bee str6ngl _ 
anti-Communist. Both the People's Party and the Bodialist Party 
have a long political tradition in Austria and have a solid foundation
in the social structure of the country. Theii dominant position, there
fore, could be shaken only if the social stucture 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 1946 and four 
seats in Parliament. Although they had one -representative in the 
Government until November 1947 and although they have been g'iven 



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 a republican, 
federal, and' democratic constitutional system. It has stood flrm 
against Communist attacks and against Soviet interference both in 
internal administration and in the application of Austrian law. Even 
if a future election should bring changes in the relative strength of 
the the two 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 f946 to conclude the 
treaty, and of agreement on many of the articles. The continued 
occupation without settlement of fundamental differences between 
the Allied Powers concerning Austria has caused the following hin
drances to the recovery of that country: 

Arbitraryintcrvention.-TheAustrian Government must constantly 
cope with uncertainties in political and economic matters arising from 
the occupation, 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 and 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. 

Unsttledproperty uestons.-The Potsdam Agreement expressed 
the general principle that German enterprises in eastern Austria should 
become the property of the Soviet Union, and German enterprises
elsewhere in Austria that of the other powers. It has not as yet proved . 

possible to obtain agreement on ihdividual properties to be transferred 
to the Soviet Union as former German assets or as compensation in 
lieu of specific properties, nor on the conditions under which the Soviet 
Union would exercise such property rights in Austrih 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 i the Soviet area of Austria. These.are operated 
through a large industrial orjanization known as USIA (Administra
tion of Soviet Controlled Enterprises in Austria), generally outside of 
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 a continuing drain on the Austrian 
economy and for an element of uncertainty in some sectors of Austrian 
economic life. 

Lack of contro by Astriaoverfacilitiesandindigenousresources.-
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. An 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. 

Occupation costs.-The occupying powers have levied each year 
occupation costs ranging from one-third of the Austrian 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 to 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 ersons.-An additional strain is placed upon the Aus
trian economy through the presence of some 430,000 displaced persons, 
a majority of whom are considered stateless and for whose care the 
Austrian Gfovernment 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 since its liberation. 
The Austrian population has shown eitraordinary 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
trian trade unions have acceptedsacrifices 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 has 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 rosp ect 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 pursue an inde
pendent-course and td 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 dealing with problems created by 

the occupation; 
(3) Agreement between the People' 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 economic life on a sound basis, and the maintenance of inter
nal stability. 

In summary, Austria was faced with extremely difficult political and 
economic problems after the end of the war. It is still unable to utilize 
its industrial and agricultural resources fully. Nevertheless,N it has 
been able to avoid runaway inflation and to achieve substantial indus
trial progress since the latter part of 1917. While Austria should ben
efit greatly from participatibn 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 
Following the dissolution of the Austro-Hungarian Empire, Austria 

was left with only 8 percent of the agricultural land, of the former 
Empire. During the interwar years, the Austrian Republic made 
great strides toward maximizing production by increasing the land 



under cultivation and by improving the yields in both crops and 
livestock. Production of bread grains increased; the country changed 
from an importer of dairy products to a-net exporter and became self
sufficient 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 Anseliuss, when 
it-supplied approximately 75 percefit of Austria's food requirements. 
The bulk-of the indigenous output came from the eastern part of 
Austria, now the Soviet zone of occupation. 
-Theremaining 25 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, ind 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 availabie seeds was low. 
Farm 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 wi.h,the arrival of agricultural supplies under the 
United States aid program. 

The following table, based on Austrian statistics, indicates land 
utilization in comparison with prewar years: 

TABLE 2.-Lazff tilization 

[In thousand hectares] 

1937 1944 194 -1947 1948 

Arable land ------ _--1,975 I, 69 1,627 1,712 1,745
Gardensand orchards-------------------------- '..... 3 56 58 
Vineyards --------------------------- -------------- 39 40 39 38 37 
Meadows ---- _---------_--------.-------------- 928 1,075 1,059 1, O6 -10S 
Pastures............................................. 352 376 382 379 360 
Alpine meadows and pastures-------------------- M83 .891 886 894 
Forests --------------------------------------------- 3,135 3,012 3,051 3,001- 3,054 


The area devoted to the production of grains and potatbes has fallen 
below the prewar average. On the other hand, grass and meadow land 
has increased. 

The livestock population-has fallen well below prewar when Austria 
imported large quantities of livesock feed froh its eastern neighbors. 
The stoppage of these imports, ombined with the unfavorable years 
of 1915, 1946, and the .drought'of 1947,- has reduced the livestock 
population and resultant produitioh of animal produdts: 

Austria's production of food at present covers approximately 55 
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percent of'its consumption. The Other 46 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 in under 
United States aid programs, were also an essential element. Approxi
mately 15 million dollars worth of these supplies, consisting mainly of 
seeds and fertilizdr, enabled Austrian agriculture to take advantage of 
the first near-normal season since the end of the war. As a 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 crop 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 increased 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. 	 Foresiry 
Following the First World War,Austria was forced to rely heavily 

on its forest resources to pay for necessary imports. Its 3.1 million 
hectares of major spruce forests are capable of producing 9.5 million 
cubic meters per year. In peak years the out 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. Exports 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 tonnage of all exports. 

Duing the postwar period, production gradually increased in vol
nine 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 war 
had decreased the productive capacity of the forests. However, with 
an admitted annual 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 level of production would be within the limits of annual growth and 
enable Austria to help meet the large demand for wood and wood prod
uets in neighboring countries. 

.14 



Logging output has been adversely affected by the lack of equipment. 
A loan of 900,000 dollars for the import of lumbar machinery has been 
secured from the International Bank for Reconstruction and Develop
ment. Further imports are being obtained with ECA aid. 

The following table shows .annual growth, logging and lumber 
production in 1948 compared to prewar. 

TABLE 3.-Logging and lumber produotionin Austria 

[In million cubic meters 

1937 1048 

Annual growth in productive forestst-------------- 8, 0 8,0
Ihdustril wood production.................................................. 7,100 5,200 
Lumber pmduction ------------------------------------------------- 1,500 

3. Coal 
The Austro-Hungarian Empire drew the bulk bf its coal supplies 

from mines located in what is now Czechoslovakia. During the 
interwar period Austria produced approximately 40 percent of its 
c6al requirements. Three-fourths of Austria's coal imports came from 
Czechoslovakia and Poland, the balance mainly from Germany. 

Following tle end of the war, coal production dropped sharply, 
but by the end of 1947 it had virtually regained the 1927 level: Due 
to the increased requirements for fuel, however, domestic output since 
the war has satisfied only 30 percent ioftotal 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 substantial investment is 
made in the mining industry. 

Austria'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 Govern
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. 

It 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, hydroelectric power output in Austria was 9.9 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 dis6rganization and production fell off 43 percent 
to only 3.2 billion kil6watt-hours. By 1918, however, output recov
ered to 4.6 billion kilowatt-hours. 

The power network itself sustained little 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 
forces. Moreover, removal of generating equipment by the French 
occupation 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 sec
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, where the bulk of Austrian industry 
is located, all consumers and producers 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
irnum 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 fkom the Vorarlberg plants and to 
Bavaria from the Tyrolean system.. This contributes both to meeting 
German industrial needs and to providing a source of revenue for the 
purchase of coal and other goods from.the Bizone. 

-5. Oil 
Austria's.oil resources are, sufficient to supply 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 Austria7s crude-oil and refinery production, all of which 
is derived from the Soviet zone. As a result Austria has had access 
only to.that portioi 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 productioii in Austria 
follows: 

TABLE 4.-Oi0 productionand detlveries 
[1,000 metric tons] 

Deliveries Total con
- earCrudebl Refinery -- to4-& Imported sumptifon

production! output Austrian POS of reftned 
- Economy. products 

1937 -------------------------------- '32.3 31.2 81.2 359.3 360.0 
1n 45 ----------- A--------------------------- 223.3 101.6 26.0 14.6 40 6 
1945......................... 84- 3 567.4 323.9 3.9 360.8 
1947---_ ------------------------- 0 27.6 608.6 S5.0 12.7 367.7 
148-------------- 907.5 691.0 337.0 4.7 383,8 

'Partly in the form of crude oil. 

6. 	Industry 
Austrian industry suffered serious losses and dislocations during 

and immediately after the war. The Soviet occupation: forces re
moved substantial portiois of the heavy industrial equipment from 
their zone of-occupation. As a result Austrian industry'became badly 
unbalanced: an excess of capacity existed in~somefields while capacity 
in other fields was inadektuate. 

From a virtual standstill in 1945, industrial progress in 1946 was 
slow. The severe winter of 1946 resulted ia 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 generation increased, the flow of-coal under the aid programs 
became regular, and, with increased supplies of raw materials pro
cured under foreigm' trade agreements, Austria's industries started 
a steady recovery. 

The general upward trend continued throughtout 1948, reaching 
approximately 94 percent of th 1937 rate in September, and 98 per
cent during October: 

TABLE 5.-Indices of productioit of Austriaon,idustry' 
[193i=1001 -_ 

Macha- Con- All In.
Metal- cry and chemil Sum
Murgical equip- goods dustry 

Montgo 

1947-
March .................................... 71.0 378 5i99 508 284 440k

June......... ------------------------- 76 6 53.3 67.6 79.7 39.7 550 
September__-813 73.2 745f 89.7 48.3 64-6 

rDecmbr-------------------------- 2.0 73. 83 87.7 37.7 62.2 

1948
January --------------------------- 93.3 88 6 82.6 100.0 406 69.6 
Februry ----------------------------- 883 8so6 - 9.0 102.5 484 74.
March-----------.------------------- 99.0 90 5 1118 118 0 50.1 SE6 
April ------------------------------ 101.2 08 3 114.7 120 2 51.8 84.7 
May_............----------- 88,8 91 9 95.6 111.2 53.3 77.3 
June-------------------------- -- 06.2 117.3 114,7 131.6 59.2 90.4 

Xulk ---------------------------- 96'3 117.8 95:5 129,4 52.3 81.5 
August -- -------------------------- 92 5 115.9 106,2 140.2 .51.8 84.9 
September ................................ -9 112"0 100.8 148 2 67.7' 93.7 
October-------.-------------- -------- 918 . 116.7 120. 2 160 1 67.1 98 0 

'This index is one of three developed since the war. One of the others is higher and 
one lower. The one used Is believed most accurate. 
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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 Austrian Government has assisted the basic industries 
and the principal exporting industries, partly at the expense of lower 
production of consumer goods for domestic use. 

Metallurgioal industries.-During September and October 1948, 
pig iron production was approximately 56,000 tons monthly, crude 
steel was produced at a rate approaching 59,000 tons monthly, and 
rolled 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. 

Machinery and eguipment 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 850 units per month. 

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

Chemieal induwties.-TheAustrianchemical industry is operating 
"at approximately 75 petcent of present capacity. This industry has 
been considerably expanded since 1937 althoughmuch 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, as has production of glass, soaps, rubber products, adhesives, 
paints, matches, wax products, photosensitive materials, inks and 
pesticides. 

Consumer goods industries.-Production in the Austrian consumer 
goods industry remains at a relatively lower level. This is largely the 
result of shortages bf 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 72 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 
shorage oftbichromates and chrome alum, and a lack of.spare parts 
for leather-working macbinery, in addition to ite relatively small 
production of rawhides, continue to retard the Austrian leather in
dustry. 

Manufacture of -leather shoes approximated 270,000 pairs in 
October, the equivalent of 54 percent of capacity. In addition to this 
output, 280,000"pairs of leather-substitute shoes were produced. 
,-Austrian production of building materials reached approximately 

85 percent of capacity in' October, about 189 percent of the average 
1937 moithly 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 October, 
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 
'ar damige, neglected maintenance, temporary structures, and 

obsolete equipment hamper the carrying capacity bf Austria's inland 
tfansport system. The following table comp.res the availability of 
rolling stock in 1937 and 1948. 

TABLE .- Availability of rotlingstook 

[in units] 

Locomotives Freight oars Passenger cars 

rotal Total S er- P l rviceble
a'm 


b
• ~~Toa al 

19371 - ------------------------------------ 2,145 1,829 32,900 29, 100 7,788 6,700
194 .............................. 930 429 45,341 33, 710 6,048 4,00
 

Figures for Autrian Federal railroads rYepresentiog about 90 per t t of the total. 

IAs of Inv 194. 

The supply of serviceable locomotives and, passenger-train equip
ment has fallen considerably under prewar. Freight-train eqiipment, 
although larger in total number than in 1987, is lower in certain essen
tial types such as boxcars and gondolas. Poor condition of the-equip
ient reduces efficiency of utilization considerably. 

In thQface of inadequate equipment, the burden on the Austrian 
rtilroads has iicreased. In- addition to normal internal traffic, they 
must cafry an increased transit traffic (one of the important sources 

824657-49----4 19 

http:manufacture.of


of foreign exchange) and almost all of the traffic which would normally 
move on the Danube. This river traffic cannot move on the Danube at 
present because- of restrictions'imposed by the Soviet auth rities. 
Downstream Danube traffic is practically limited to carrying Rnhr 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 actually removed 626 -loco
niotives,-11,664 freight cars dud 297 passenger cars from Austria. 
Between June&16, 1947, and April 80, 1948, the Soviets scrapped 2,398' 
cars. 

Arrears inrailroad track maintenance due to wartime shortages'and 
war damage are estimated to be 85;000 tons of steel rails and 3,600,000 
ties. 

Though Austria has considerable industrial capacity for rebuilding 
and repairing-locomotives and other railroad equipment, this capicity 
is heavily engaged in productionfor export. 

C. CONSUMPTION 

Until the summer of 1941, 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 ifidustrial production which fol
lowed, and the flow of United States aid greatly increased the avail
ability of goods. At the same time the spread between legal and black 
market prices narrowed sharply. 

1.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 increased 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 output. As a result, the basic ration for the normal con
sumer is now 2,10Y calories per day. Allowing for supplemental 
rations to workers and other categories of the population, it is esti' 
mated that the average amount of rationed food distributed to non
self-suppliers is about 2,250 calories daily. Nonrationed food and food 
purchased outside of Iegal 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 316,000 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 ixnprov'ement,'but coal avail
ability was still less than 400,000 tons (hard-coal equivalent) monthly.

During 1947 United Kingdom and United States assistance made 
increased imports of coal possible- The improvement continued dur
ing 1948 as a result of United States assistance from interim aid 
and EOA funds, and it is estimated that the-total supply during 1948 
was 7.4 million tons or abput one-third more than actual consumption 
in 1937. Part of this increase reflects the larger industrial require
ment, particulrly 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 
tabulation: 

I"rLE 7.-Gonsmtntion of inguhstralraw ?faterias 

[Thousand metric tons] 

1937 1948 1937 1948 

ig iron- - - - - - - . . -.. 3599,0--0 3 7 .O Paper- . .. . - .. .. .. .. . .1 . 1 9 123 .0 
Crudestel ---------------- 643.3 '625.7 Cardboard.-- --------------- 81.4 331 

Cotton -------------------- 6.9 11.9 Rawmagnesice ------------ 389.0 390.6 
Wool ---------------------- 9.3, 5.4 Timber (million cubic 
Rubber..... ------------------ 3.8 4.7 meters)----------------- 4.6 5.2 
Graphito--------- . 4:2_ ...... 4.7 

It is evident that progress hasbeen 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 tle relatiely 
low priority given to the requirements of the consumer goods' 
industries. 

lolthlnk, footwear; ho isehold-goods and similar 'consumer items 
have been in very short supply since the war and many of these cor
modities are rationed. However, there has been substantial improve
ment in recent months,'tfibugh sdp.plies are still low. 

'A: large part of Austria's coal supply Is actually In the form of lignite and lignite 
briquettes., whose heating value is considerdbly less than that of hard coal: The term 
"hard coal" Itself is a translation of the German "Steinkobla" which comprises principally 
bituminous coal with small qantittes of anthraete. For purposes of comparison the 
"consumption of lignite and'lignite briquettes is translated into the tonnage of bard coal 
-Alich would have thp game heating value, . 
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D. GOVERNMENTAL USE O 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 personsand a limited 
subsidy program. As indicated above, the Government is sponsoring 
a substantial investment program. Part of this is.a 500-million
schilling housing program for which 50 million schillings were allo
cated in .1948, while planned expenditures for housing in 1919 total 
200 million schillings. 

E. INVESTMFNT 
During the period of German occupation, inost investment was 

Government controlled and was directed primarily towards the objec
tives of war preparation. These included hydroelectric and petroleum
development, metals and metalworking, and synthetic-textile plants. 
Of outstanding importance were the iron and steel works at Linz and 
the aluminum works at Ranshofen, which were erected during .this 
period. -

During the immediate postwar period, new private inVestnidnt ws 
insignificant. There were two currency reforms, which largely wiped 
out wartime monetary savings, and the low level of production and 
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 electrification of the railroads. Both of these 
would reduce the requirement for coal imports. Government financ
ing also includes the development of basic industries, such rscoal min
ing and iron and steel. In addition, it was also necessaxy-to financp 
a substantial reconstruction program. . - . 

The Austrian investment program for 1948 is sh wn in the following 
tabulation: . - 

T~nr &-Auetranivestent lrnfr 108, iaiw lQ pnez sources of 
- finan....n"-q .... . .. 

A. Extraordinary budget:. . --. ehilhink) 
Agriculture and forestry- (river antkfiod-controp)--i:LZ-------_ - -22.0 
Reconstruction of publicbIuildiigs aidroa- _.-'. 0, 
-Monopolies (salt and brandy)~ 
Post and telegraph office ------------------------- -...13 
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STAoLp 8.Austria2; investment plan for 19418, inclutig-plannea sources of 
fZnanding-Continued 

(In million 
A. lfxltaordinary bndget-Continued. schillings) 

Other State"enterprises (forests printing office, etc.) - 4.5 
Railroads (mainly electrification) 390.0 

Total extraordinary budget 	 598. 5 

B. 	Reconstruction program'. 
Coal mining -------------------------------------------- 50. 0-
Electric powr --------------------------- 170. 0 
Basic industries (mainly iron and steel) ----------------------- 20.0 
Other nationalized and state-managed industries----------------- 80. 0 
Other industry ------------------------------------------ 120.0 

Total reconstruction program ----------------------------- 600. 0 

0. Contribution to housing fund ----------------------	 60.0 

Total Government and Government-sponsored investments----- 1, 248. 5 
D. Self-finncing by business .... ----------------	 972.0 

Total investment plan --------------------------------- 2, 220.5 

'Program drawn up by the Austrian Ministry for Economic Planning. 
Law of June 16. 1948. calls for 200 million tl 1948 and 900 million in 1949. 

However, only 50 million was included In the counterpart utilization plan. for 
1948. 

The total governmental investment is about 12.50 million schillings 
(125'million dollars) and represents the utilization of counterpart 
funds as agreed with ECA. The estimate of net business savings of 
972 million schillings may prove optimistic. 

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 East 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 to a standstill because of 
critical fuel and power shortages. 

Sftbstantial improvements in exports began in 1917 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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_.TABL 9.--Total Austrira etports,1937-to 1948 
{(In million 
sehillings)

1937 -..-----------------------. . . . ... -, .. 217 
1946 ------------------------------------------------ - 220 
1947 ------------------.-. ... ... ......... 842 
1948 -------------------------------- -------- 1,747 

. ± Estimate based on January-September rate. 

Before the war Austrian exports consisted mainly of manufactured 
goods, particularly iron and steel products, wood and paper manufac
tares, and textiles; and, to a lesser extent, of raw materials, -particu
larly wood and magnesite. Prewar expoits wenmainly to Germany, 
Czechoslovakia, Italy, Hungary, Yugoslavia, and Switzerland, and, 
after 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, ma~chinery, instru
ments, paper goods, certain chemicals, and -glasswarewere resumed. 

The following tables indicate the trend. in ixports by commodity 
group and destinatioh: 

TABLs 10.-Astrian emoports by main commodity groups 
[In imilion dollars] 

January-Sop- Janary-Sep

tember 1947 tember 1948 

Wood and paper products -------------------------------------------------- 9.6 33.5
Magnesite and other minerals, refractories, g-a-sw-r.............--- 7.9 - 14.9 
Me-tals, machnery, vehies-- -------- ------------- 16.7 440.9
Te iles ................ 9.7 21.9 

che ic ls-- -- --- -- -- -- -- --- -- -- -- -- -- 2.9 3.2 
Miscellaneous --------------------------------------------------------------- 230 10.7 

T otal ------------- --. .........- - ----------------------------- 49.8 131.1]
 

TABLH 11.-Destinatfion,of Ausrian exports, January-Septmber1948 

P " i "(In million 
Participating countries: "dolMlls)

Belgium .. . . . . .- _ :. . . . ._ . . . . . . . . . . . . . 2. 8Bizone--- ------------------------------------------------------- 6 5
Denmark--------------------------------------------------------- 6
France ------------------------------------------------------ 1.3 
Gia-cee----------------------------------------------------------.oGreece .-------------------------------------Italy__----------------------------- --------------------------- .23.4 0-4 
Netherlands-------------------------------------------------- 5.4 
Norway------------------------------------------------------ -. 9S weden__------------.. ...... .. .. - ----'---------_--- --- 5.& 
Switzerland -------------------------------------------------- 20.0

-Turkey--------------------------------------------------------- 2.5 
United ingdqm------------------------------------------------ 9.8 

Subtotal, participating countries ... ----..........-.-.......-- 88. 2
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- TABLE 1l.-Destnaionof Austrian exportsi january-September1948-Con. 

(In million 
dollars)Western Hemisphere: 

Unite d State s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5. 9 
Argentine ---------------------------------------------------- 1.8 
Brazil ---------------------------------------------------------- 1 

Subtotal, Western Hemisphere- -------------------------- 778 

Eastern European countries: I , 
Bulgaria----------------------------------------------------- 1. 8 
Czechoslovakia ------------------------------------------------ 9.8 
Hungary ---------------------------------------------------- 5.4 
Poland------------------------------------------------------ 2.2 
Rumania ----------------------------------------------------- 1* 0 
Yugoslavia_------------------ -.. --------------------------- 5:0 

.Subtotal, Eastern Eutrope- . . . . . . . . . . . . . . . . _ 25. 2 
SutoalEstrnEuo------------------- --------------- ---

Qthers:
Egypt ------------------------------------------------------- 1.1
 
Others -------------------- ------- ------------------------- 8.8
 

Subtotal, others- -------------------------------------------- 9. 9 

Total, all countries----------------------------------------- 131.1 
1All the Eastorn Europea countries except Rumania have trade agreements with Austria. 

Almost 28 percent of Austria's prewar imports (1937) consisted of 
food and agricultural products, which were obtained principally from 
Hungary, Rumania, and Yugoslavia. Raw materials, of which coal 
was byi far the nost important single item, represented approximately 
40 percent. Two-thirds of the coal originated in Poland and Czecho
slovakia and the rest in G6many. The balance represented semi
finished and finished goods, as well as capital equipment. " The import 
figures for 1937 were: 

TABL.12.-Austrian commercial imports, 1937 

-•.E: • ['1n million schiflings] 

19Perctof1937 total 

Food and beverages - -- ...........-----------....------- - ------------ 32 22
 
ive animals --------- -...-------------------------------------------- 9 6 

Raw materials--_:.................................... ................ . 020 43
 
Finished g.oods -------------------------- ----------------......... 428 29
 

Total. .............. ..... ........ ..... 1 10
---------- I1,453 

Not including about 7 mfllfon seillings of gold Imports. 

During 1946 and 1947 most Austrian imports were relief supplies 

consisting almost entirely of food and agricultural supplies, prin
- cipally from the-United 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 ST 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
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marizes imports during 1947 and the first half of 1948 by commodity 
group and source of financing: 

TABE 18.-Austriai.imports by main commodity groups aaZ source of finanoing 
[Va [million dollars] 

1947 Yenuary to June 1948 

Gammer- Aid Commer- Aid fi- Total' 
dasl Im- financedTotalprl portsports imu- Tnaned 

Food ------------------------------ 19,9 112,9 1328 13.0 79.9 9±9
Agriculture ......----------------------- 10 14.8 16 3 1 3 7.8 91
Coal-------------- _--.------------ 123 207 320 16 0 25.9 41,
Metals and machinery ------------------- 1 0 14 8 28.8 13 3 9.0 22.3
Textile$ ---------------------------------- - 202 165 M.7 12 3 i0 3 22.6
Chemicals ---------------------- 7.4 19 9 3 04 1.6 8 0
Other goods _----------------_-------11.5 39 5 51.0 14.0 32.2 462

Total-- _---_---------------- 7.3 22 09 6 166 7 2430 

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

With ECA aid, it became possible to shift the emphasis of the im
port program. In the program as originally submitted for the first 
year-1948-49--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 materials 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 geographic 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: 

TAn 14.-Austria-' trale balancefn 1987 
[Million sebilluigsl 

North. Other Non- Othr Othertr 
Central Herat- Patig era parti- pating . partici- Total 
era and Western partl-l. East- Me- Oati 

America spherterling Europe ptin sterling ",ating
Ae-sheArea (on area untl 

imports--------------- -10. 48 57 510. 229 67 444 1,1,461
Exports -------------- - 36 24 46 137 66 511410 1,230 

Merchandise balance-- -70 -24 -11 -1.00 - -92 -1- +67 -231 

The merchandise deficit of 281 million schillings was almost 

balanced by a surplus on invisible account, reflecting revenue from 
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foreign'investments, chiefly in the "successor states," compensation 
for services rendered, principally transport, and income from tourist 
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, tourismi was practically nonexisteit and'transit trade 
was reduced. From the end of the war until the beginning of the 
European Recovery Program, the United States share of aid to Austria 
was almdst 400 million dollars, principally as grants. The United 
Kingdom contribution amounted to 55 million dollars, also largely in 
the form of grants.. 

The estimated balance of payments for the first year of ECA aid
fiscal 1948-49-is presented, in chapter UIT. 

H FINANCIAL SITUATION 

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

In spite of certain wealmesses in the financial position and a scarcity 
of much-needed foreign exchange,.progress in the last 3years 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 increased faster than 
observable inflationary tendencies. 

The estimated balance of internal finance for 1948 is shown in the 
following table: 

TArLz 15.-Balance of inteninaE finance 
(In millions of schilhngs] 

1948 
Debit Credit 

Government and Governinent-sponsored investments-------------------- 1,248 .............. 
Business investments (not) ---------------------------------------------- 972 
Budgeted Government noninvestment expenditdres .....--------.------------ -5,-01
Unbudgeted Government noninvestment expenditures --------------------- 1110 ..............
 

Total ------------------------------------------------------- -------- 8,411 --------------
Government revenues--------------------..................---------------
Blusiness savings'--------------------------------------------M 

_-----------
--- ----------

- 5,092
972 

Total-----------------------------------------------............... 6,064 
Gross deficit. .. .. .. .. ... .. .. .. ... .. .. ... .. .. .. ... .. .. .. . .. .. ..------- 2, 347 
Counterpartfunds.............................................. ......... . 1:500 

Net deficit----------......- 847 
IPrivate savings are estimated to be negligible. 
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The following program, for release of counterpart funds in 1948, 
the ECA.and non-EGA United States.portions, has-been approved by
the ECA Administrator in Washington in consultation with the Na
tional Advisory Council: 

TA= 16.-Programfor releaseof oounterzartfun&sin 1918 

[Ia millions of schillings] 

EOA
controlled Non-ECA. 

countertart funds 
finds 

1. Release of GARIOA coun 
pandit u re s art funds: Financing of investment ex

listed in the first half of the ertmordluary budget for 1948 ----- -------------- 257.42 Release of ECA counterpart. funds: Financing of investment expendi- I
 
tu1res lsted in the second half of the extraordmarybudget for 1948---------- 338.1..........
3. 	 Release of BOA counterpart- inds: Cancellation of Austrian Govern
ment debt hold by the Austrian National ank-------------------------- 850 -4. Release of GARIOA and other non-ECA:controlled counterpartfunds:Cancellation of Austrian Government debt held by tWe Austrian Na
tional Bank..................................... 
 600 015. Release of other non-EOA-wntrolled cott-fu-: Financing'ofhousing loans --------------- ------------------------------------------- ...... - ---- 500 

Total ------------------------------------------ ---------------------- ,18.1 07.4 

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 .designatedlto 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 a rate of I 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 circulation continued 
to rise, mainly because of the issue of schillings to the Allied occupa
tion authorities in payment -of occupation costs. In December 1917,
the Government carried out a second.eurrency reform. All bank notes 
and- coins (with the exception of the smallest denominations) -were 
dxchanged 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 Government.bonds. 50 percent 
of all other bank.dposits, so far as they exceeded certain minima, was 
blocked for from 6 to 9 months hnd 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 bank. 

The second currency refotm brought the money gu~ply considerably 
closer to the amount consistent with financial stability. A- further 
increase in production, in addition to the progress achieved in 1948, 
will be needed, however, in order to remove all danger of inflationiry 
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. In the 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 surpluses, and the 
ordinary budget for 1948, which provided for expenditures and 
revenues of about 5,100 million schillings, will be nearly balanced for 
the year. 

The extraordinarybudget.-The extraordinary budget comprises 
large expenditures for rehabilitation of the railroads, the postal -and 

telegraph services, public buildings and roads, and othei 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 sohillings and in 1947 
actual outlays for reconstruction and investment purposesL totalled 
about 670 million schillings. Virtually the entire'amount of the 1948 
extraordinary budget of 600,million schillings was financed from ECA 
(337 million schillings) and Army-controlled (250 million schillings) 
counterpart accounts, released for this purpose with the approval of 
BCA and the National Advisory Council. 

The extna-budgetary expenditures.-In 1946 the Austrian Govern
ment paid 866 million schillings for occupation costs, and about 70 
million schillings for the care of displaced persons. In 1947 the corre
sponding figures were 507 million nd 97 million schillings. The final 
figures for 1948 are not.yet available, but are estimated as follows: 
Occupation costs, 450 million sohillings; cost of caring for displaced 
persons, 150 million schillings; agricultural and other subsidies, 500 
million schillings. Tn 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 300 million -schillings. This amount 
was financed by releases of non-United States-generated eounterpart 
funds. The other extrabudgetary expenditures were financed by the 
issuance of Treasury cerificates and by drawing on the cash reserves 
of the Government. 

Budgetary balanoe.-In 1946 the -Austrian. Gpvernment .budget 
showed a total deficit of 1,047 million schillings, although the ordinary 
budget showed a surplus of 207 million.. It 1947 the total deficit was 
only 72 million schillings, Itrgely beeause of a surplus in the ordinary 
budget amounting to about 1,200 million schillings. The large surplus 
in the ordinary 1947 budget was due principally 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 yet available. The ordinary 
budget probably will be in balance, but it is probable that the extraor
dinary budget expenditures will exceed estimates by 100 million 
schillings, which, together with the extra-budgetary expenditures of 
1,400 million schillings, will bring the total.deficit to 1,500 million. 

The 1949 Zudget.-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 schillings. The increase in expend
itures over 1948 reflects the effects of the Septemb -er1948 wage'price 
agreement. The same agreement, howeier, is expected to increase the 
yield of certain taxes, particularly the wage tax. The Government also 
anticipates a higher over-all tax yield as the result of-an increase in' 
business stimulated by EGA aid. The cost of caring for displaced 
persons was included in the ordinary budget fof 1949 for th6 first time, 
A summary of this 1949 budget is shown in the table below: 

TYLnE 17.-Summary of the propo.sed ordinaryand emiraordbwrybudget'for1949 
-[in millions ofsohilingsj 

. Not Sur- Na ur-
Ordinar 9Ordiuary plus (+) or Extra plus (+) or

."" recipt tend-e deficit C-)- O- dfiltj-)
iture -n ordinary epend- .n 'tota 

budget budg6t 

NormalGovernment functions -------------- 3,708 36,6269 +81.7 47 2 -- 5.5M'onopolies .............................. 221.8 122.1 +917 
 8.3 +-l-.4Federal asiwas .......------------------------ 1;336.3. - ,46 5 -160 2 609.9 -770.1
Other enterprises--------- -- ------- --- ... 779.1 . 843 9 -64 8 176-9 .- 241,7Net profit of the tobacco monopoly ------------- 45.0 0 +--4N&O 0 --- +4k 
Total _-----------------..............- 6,00 8 -6,09 .4 +1.4. 1,442.3 -1,440.g
 

In addition to the expected deficit of 1,441 million schillings in the 
budget, the Austrian' Government wilth prbbably be faced with the 
following extra-budgetary oitlays in 1949: Oc6upation costs, unless 
their elimination canbeaccoinplished; subsidies,-estimated at 300 mil
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lion schillings, on the assumption that the grain and potato subsidy 
and. the coal subsidy will be continued; and a Federal contribution t 
the Housing Fund, which may total 300 million schillings in 1949, but 
only 100 million schillings of which will probably be eligible for ECA 
financing. 

The budgetary deficit, plus the prospective extra-budgetary outlays, 
ireach a total which is higher than the amount of counterpart funds 
prospectively available. However, the Government has announced 
that it plans to levy a special tax to pay occupation costs. Further 
progress toward general budgetary balance could be Jilade by a reor
ganization of the Fedetal Gbvetnment Which would consoliaate d
partments and reduce personnel. A prelininary step in the reduction 
of.Federal operating costs, consisting of the.appointment of Econ76my 
Commissioners for each, of the Fede'rarDepartments, has already been 
taken. 

3. 	 Taxation 
The Austrian tax system imposes a considerable burden on peronlal 

income, with considerable added revenue coning from taxation of con
smnption and business. New capital and capital accretion taxes were 
enacted in-194.8 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 capital assets, both corporate and individual. 
The -proceedswill 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. 

Tak collect ions throughout 1948 showed considerable improvement 
over 1947, and the lag between collections "and estimates in the first 
halQf 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
balalxce-the increase in expefiditureg'for Government funbtid'nsp~r6per 
although, except foian inerehse in -the'tax on wine and in the geieral 
ales tax, the Government plans to continue pres6nt tax rates. The 

yield from many type. of taxes is expected to incriese d etob aitibi-
pated increased business as a resdlt-of ENCA aid. An increase in the 
revenue from-the-income taxis also afiticip ted as a result of the rmet 
wage-price agreement. . 

4. Subsidies 
- 'Agricultural subsidies "were intr.oduced early in 1948 asan induce

mefit to fatmers to produce and deliver larger quantities of agricultural" 
products. This was considered necessary because of the gap between 
prices-of -agricultural-and- industrial colmnodities, which the Gov
erninent was xeluctant to clbse in order not to upset the -wade-price 
structure. rUnder a new wage-price agreement of Septerbei 1948i 
food prices were raised, however, and most of the Government's sub



sidy burden was eliminated. The rdulting increase 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 EOA aid on the budget is considerable. The gen

eral rise in business results in increased tax receipts. The importation 
of .1oodstuffs makes possible the sale of food at low cost an& 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 ie
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: 

TALE 1-.Austrian postwarfederal debts as of 01 Oct. 1948 
T. EXTERNAL DEBTS
 

[Amounts in millions of indicted monetary units]
 

Amount
authorized Amount utllzod 

Iater
estrate 1 1n. 149 1 Oct. 1048 

Foreign Schil- (per
currency lings Met) Foreign Sohil- Foreign Sehil. 

currency lings currency tings 

United States surplus credit ----------- $12.6 125.0 2 6 $2.6 26.0 $.2 93,0 
United States War Assets i...... $10.0 100.0 3 0 ------------------ $2.5 25 0 
'Exozt-ImportBank functional credl. &5 5.0 35 .................. $0.5- 5.0 
British relief credit ------------------------- ----- 2 

Total external debts-- --------------- 230.0 2610 I l23.0 
1Special credit covering ocean freight on War Assets Administration purchase.
2 In December 1940, the U. K. provided IS 5 million to finance relief and other supplies for Austria. 

A part of this assistance was to be In the form of a loan and the rest as a grant. No determination has 
as yet been made as to the exact division. 

1U. 	 INTERNAL DEBTS 

[In 	 illions of sehtllingS 

Amount Interest Amount utilied 

authorized (percent) 1 n. 1048 30 Oct. 1948 

Owed to Austrian National Bank I--------------------- 12,300.0 ........... 7,547.0 7,8414 
Treasury bonds 1047 (S 14 Convemsion Law) I .----- 21,850.0 2------------- 1,8 0 
Treasury certificates issued: 

(I) 	To cover Occup. costs ......................... N .o limits 2.5 970 0 1,219.5
 
(2) For support of Treasury ' --------------------- 4.698.5 2.5 -------------- 30.0
(3) 	Under 0, 27 Oonversion Law --------------- 00.0 2,5 ... 0 021.9 

Totalinternal debts--- -------------------------------......... S 0 11,3628 
I Originatedin 1045. Upon its reestablishment after liberation, the only important asset of the Austrian 

National Bank was its claim against the Reiohsbauk This claim was transferred to the Austrian Govern
meat and the counterclaim of the National Bank against the Government was included among its assets 
under the Bank of Issue Transitional Law. 

'rovisional flgues.
3Issued under amendment of 13 June 1046 to Bank of Issue Transitional Law. 
4 TIssued under Federal Finance Law of 1NS. 
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T.&BLE 18.-Auslrian postwar federal debts as of 81 Oct. 1948-Continued 
UT. EXTERNAL LOANS GUARANTEED BY THE .GOVERNMENT 

Amnonit Value in 
granted in millions of

foreigniturency sehillings 

(I) 	 Export-Import Bank Credit ---------------------------------------- $13,00,000 130.05(2) British Wool Credit 	 .... £-_- I0.0__....................... "I, WD,000

(3) 	 -oint Export Nord-Rhem-Wesuallen Credit for Austran Steo-Works $327, 73h5 3
4) Credit granted by Rybrn, M lano to VOES ------------------------ - 510 000 15) Emeg SA Zurich to Oesterrechische Papier-aoz 0. M. b. H1 ------- 23,226, 000 7.5
6 Swiss Potato Credit -........................................... ...... 0, M, 000 14.3
7) Swiss Frozen Meat Credit ----------. . 3j510, 000 'S 2 

Total value of external loans guaranteed by the Coveret ........ 	 228 9
 

1Swis francs. 

7. Monetary Circulation 
Money suppZy and circulaion.-Inthe first half-of 1948 currency 

circulation averaged about 4.1 billion schillings. In the second hall 
of the year, however, circulation began to expand and reached 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 -exchangereserves.-Gold and foreign exchange 
holdings .of Austria, including those -held by Wle 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 excinsive 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 .wththe Postal Savings Bank, 
acts as fiscal agent for-the Government. The Austrian Nationaltank 
was reconstituted in July 1945, having been.abolished by the Germans 
in Apr-il1938. 

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 (largely 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 depbsits 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. 



9. Exchange Rates 

In 1940 the Austrian authorities adopted the military rate of 10 
Austrian' schillings for 1 dollar as the basis for foreign exchange 
transactions. In mtny ways this rate, which represented a devahi
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 
official 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 exchange 
earnings for financing 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 circles as a measure to promote exports. It is 
feared, however, that such a devaluation, 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 smalportion 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 franc, 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. Imports in 
some cases-are~tbo cheap at the official rate when compared to world 
market price, and some Austrian specialties and luxury goods are too' 
expensive'in forefgn currency when converted at the official rate. In 
spite of these diicrepancies, however, Austrian foreign trade expanded 
ir,.1948. During 1948, Austrian net foreign exchange holdings rose 
steadily from 101 million to 245.million schillings in all currencies. 

In August 1948 Austria became a member of the International 
Monetary fund but is has not yet applied for establishment of al 
official par value for the schilling. 

10. Volume of Credits and Rates of Interest 
Foreig? oredits-Foreigncredits granted to Austria after the war 

consisted of a United States surplus property credit of 12.5 million 
dollars, a United States War Assets Administration credit of 10 mil
lion dollars, and an 'Export-Import Bank loan of 1947 in the amount 
of 13 million dollars. Most of the assistance extended to Austria, 
however, has been in the form of grants which have included 'United 
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States and United Kingdom Army civilian supplies, UNRA relief,
and post-UNRRA and interim aid from the .United States. In addi
tion the United Kingdom extended assistance-in December 1946 in the 
form of a grant and credit arrangement in the amount of 10 millibn 
pounds sterling.; 

ComIzerciaZ bank8.-In October 1948, Austrian credit institutions, 
other than the national bank, had total assets (excludinig interbank 
claims and transit items) of 12.6 billion schillings, of which, however, 
a substantial amount represented probably worthless claims against 
Germany. -On the other hand, their liabilities included purely formal 
accounts setup in the name of the government hi connection with the 
currency reform of 1947 totaling 3.3 -billion schillings. 
' Deposits with Austrian credit institutions otherthari the national 

bank (excluding interbank deposits) amounted to,6.2 billion schillifigs,
of which 4.4 billion 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 
increased-by 0.2 billion. This compared -witha rikein the same period 
of 0.5 billion-in note circulation and central bank deposits.' 

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

TABIE 19.-Loans outstandingwith Austria* credit institlltione-1y'type of 
recipient 

(namillion sob ilings] 

Period * Total AgCeul- Industry Small m-ra pe- Other 
-nloans tIrsme -sadtrans- pabetlportation 

ec, 146--------------- 1. 869. 20&.8 725 3 181.4 I16.0, 202.8 388.4Dec. 31, 1 47 ----------------- 183.5 228 8 265.2 42,146 2 885,8 .204 - 378.5 
Sept. 30, 148 ...- ..---------- 8,404 2 339.2 1,414.1 3M2,0 443.4 262.9 562 6 

The latest figures available are as of Septeffiber 30, 1948. Total loans 
outstanding increased in the first 9 months of 1948 by 1,058 million 
schillings; of this increase 565 million schillings occurred in the first 
qflarter of 1948 following the currency' conversion, 333 million in 
-the second quarter, and 360 million in the third-qilarter. The'in
crease in the third as compared with the second quarter was attributed 
-tofinancing in connection with ECA deliveries. 

The increase in credits was not financed by.savings resulting in-an 
increase of deposits, but by allowing the banks to draw upon their 
temporarily blocked and since released current accounts at the national 
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 regai'ding bank reerves. The 
-German-imposed credit control law is not stiiotly enforced and is 
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planned to be replaced by Austrian legislation. Inorease 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 strengthen 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 Austria is complicated not 
only by uncertainty asto 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. 

Interestrates and capital market.-Thediscount-rate of the national 
bank is 8/ 2 percent. The rate at which the national bank gives loans 
upon collateral is 41 percent. Commercial bank loans carry an in
terest rate of 2 percent above the discount rate, but various other 
charges raise the effective rate forbank loans up to 8/ 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 current deposit accounts. Since that time the banks 
have paid 2 percent on savings and three-fourths of 1 percent on cur
rent accounts. First-class mortgages and industrial 4-percent bonds 
are quoted at about par on the ,stock exchange. This, however, is 
no 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 Ias indicated its willingness to permi" preferential rates for 
such imports. 

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 capital market in Austria 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 notbe possible to 
float any substantial amount of new issues, either Government bonds 
or industrial securities. 

11. Prices 
In 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 1917 many prices had advanced 



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. 

TABSz 20.-Index of wholesale prices 
(i938 Marh-100 1 

Wholesale 
Wholesale rices for Aggregate
food prim = wal iandex 

goods 

104M: December......----------------------------------------------- 19 a mu1947: 
July------------------------------------------------------286 naAugust ---------------------------------------------------- 358 na -n
September ----------------------------------------------- 432 ns uMOctober ----------------------------------- 421 481 447 
sDe embr,---------------------- .. -'_" - ------------434 - 471 447

1948;
-January -------------------------------------------... 436 4741 450April----------------.------------------------------------ 436 477 451June ------------------------------------ _9 -------- 476 443 
July--------------------------------------- _. ---------- 441 487 443 

439 473 458
September ------------------------------------------ 41 478 435 
Sectober.---------------------------------------------- 2552 478 45octeber .............. . .... ... - 2552 493 3531
 

ovember._...... ..... . ........ .56 493 53a
 

't3nsed on Reichsmark prkes ir March 1938.Increase due to wage-price agreement of October 1048. 

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-risein production and availability of goods
kept prices-virtually constant until the fall of 1918. 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 readjustmett of 
the price structure under that agreement. 

Black-market prices have declined sharply since the currency con
version. With January 1946 as a base, black-market food prices in 
Vienna stood at 64 in December 1947, 85 in'February 1948, 16 in 
October 1948, and 15 in December 1948. Black-market prices for 
gold and foreign exchange showed sirmilar tr~nds. 

I. EFFICIENCY -AND PRODUCTIVITY 

(a) Labor.Priorto the Ansebluss in 1938, the problems of unem
ployment dominated the Austrian labor situation. Post-1938 expan
sion eliminated unemployment. Mobilization, war losses, and the 
influx of slave labor chapged the composition of the labor force. Be
fore the collapse of the Nazi empire, foreign labor and war prisoners 
topped the number of wage earners employed before "Anschluss." 

The liberation of Austria in 1915 was followed by a new disorganiza
tion 6f the labor market. 
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Hampering quick reorganization of the labor market were (a) the 
war casualties and disabilities, (b) the temporary loss of much of the 
male population of best working age because of the slow repatriation 
of war prisoners, (c) the necessity for reconversion of former war 
industries, and (d)absenteeism, resulting from the need to search for 
food to augment the insufficient food rations. 

Once the readjustment process following liberation was completed, 
registered uiemployment (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 
1937, 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. 

TAnr 21.-Wages and salary earners in Austria, 1934' and 1948 (excluding 
apprentices) 

1934 1948 

Total Percent- Total Percent- Foreign 
age a g9 workers 

Total ---------- v ------------------ v........ 1,469,931 1 00 1,909,957 1000 231,255
 

Agriculture and forestry ......................... 331,23 22.5 09,893 16.2 68,191
 
Mining ..... ..--------------------------------- 16;184 1.1 33,408 1.7 3,164 
Maunfaetnrig----------.-------------- -- 380,180 26.3 594,063 31.2 61, 811Duabe goods ........................ (12,570) (8.8) (13,437) (16.5) (33.679)

N.1ondumrble goods ......................... (256,610) (17.5) (280, 926) (14.7) (28,132) 
Construction ................................... 53,842 3.7 165,803 8.7 35,750 
Transportation and publi utlities ------------- 32, 71 .0 115,160 9.2 3,47Trade....................................... 91,332 6.2 111,866 5.9 8,421
 
Fnanc-..-. 27,544 1.9 26,74 1.4 00Government 2 ....... ............................  
Service and entertainment ......-----.---------- 307.075 20.9 254,820 13.3 29,10365,752 4.5 194,796 10.2 3,062 
Employees or the occupation forces ---................... ...... 42,802 2.2 17,108 
Army ------------------.. . .----------------30,291 2 1 .................................. 
Other------------------------------------------- 27,75 1.8........................ 

I Census data for 1934; estimates for 1M. 
3fData for 194 and 1948 not comparable. Data for 1048 Include: all regular (pragmatislert) government 

employees, and those temporary (vortrag) government employees who could not he classified elsewhere. 
Data for 1934 include only regular and temporary government employees not elsewhere classified. 

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

The increase in productivity v'as a result of the increased 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 August 1947 a wage-price agreement was concluded 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 time, 
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: 

TABLE 22.R-uiccs of cost-of-Tv-ng antZ wages 

[Index numbers, April 1945=100] 

SCost-of- Cost-of
living Wages living "Wages 

1945: April ------------------ 100 100 1948:1940: une--------------------- - 362 305
April ------------------- 13 11 September--------------- 357 308:ne------------------- 114 120 October .... ------ 174t423
December ------......... 144 159 November --------------- 30 376
1947: 
une--- ---------------- 180 204 

September--------------- 342 305 
DeCember-.--........ 357 305 

IIncrease due to price-wage agreement of October 18. 

(d) Farnmers.-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.- Eastern farms are mostly small and generally consist of scat
tered holdings 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 



limited, partly because of the small size of the average holdings. 
Farm wages have been relatively low so 'that there has been little 
incentive to reduce labor costs by improving 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 increase productivity. 
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Chapter I. Long-Term Program and
 
Basic Problems
 

-The long-range program submitted by the Austrian Government 
contemplates substantial 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 earnings by 1952-53 will fall short of 
covering its expenditures by almost 20 percent. The program does 
hot present any comprehensive figures on Austria's economy as a'whole, 
which would serve as a basis -forbroad comparison with either prewar 
or current conditions, or which would permit appraisal of the planned 
-utilization of econiomic 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 enjoyed before th6 war for a popula
tion expectd by the Austrian Government to be about .7.5 percent 
greater. (This increase in population is believed 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 consumption is 
expected to be significantly larger than prewar, as indicated in the 

followingtabulation: 

TALII 28wz-Total industrialmaterials oonsumption 

ll, 000 metric tone] 

1936-37 1947 1948-49 1952-3 
average 

Solid fuels -----------------------------------...... ,071 5,031 9,288 10, ssCrade steel -------------------------------------------- 66 370 644 900
Fnisbedsteei ---------------------------------------- .360 206 330 . '460C op r ................. . . .-----. . . . .-----. . . .
----- . ---- ----
C OP .----------------.....--- is610 11 2A 1480ottonz...........................---


Wool .---------- -------------------------------------.. 6. 6 10 
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Emphasis will be upon producers' goods industries more than upon 
consumer goods. In the latter category per capita availability is ex
pected to be only slightly above prewar. 

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

TABLE 24.-Electrio porner consumption 

[Tn million kilowatt-hours] 

1937 1948 1952 

Household consumption ------------------------------------------- 250 700 870 
Small industries aad agriculture ----------------------------------- It0 370 440 
Industries (including output of captive generating plants)---------- 1,396 1,610 2,150 
Transportation -------------------------------------------- ------- 242 400 M 
Public lighting ----------------------------------------------------. a7 3 
Losses ---------------------------------------- ...... 444 710 900 
Exports- ----. .. ..-------------------------------- - 413 790 970 

Total--------------------------------------------2, 892 4,613 5,970 

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

TABLE 25.-Austriancoal requirements,1986-37, 195--58 
11,000 inetnc~tons] 

1936-37 1948-49 1952-M 

Industry---------------------------------------- 2,731 3,821 45405 

Gas works----------------------------------------.... 740 76S 780 
2------- 1,220 

Transportatn------------..................... 1 208 1,375 1.400 
Space heating....... .- .....-..............-............ 1, 7 1,710 2.090 

Thermal power plants---- ---------- ------ 2G4 714 

Total--- ....................... .0. ,430 8.388 9,M
 
Plus requirements of coking plant..................................... O0 L02D
 

9.2,0 - 10,885 

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 vqlume of investment over the next four years thus is 
estimated at atout 1,830 million dollars or about 850 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 provided 
through the use of BGA counterpart funds. 

The Austrian plan recognizes the importance of intern~al fiscal 
measures to support the investment "program. It does noi, however, 
give any details with respect to the precise actions to be taken. 
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9. 

TABim 26.-Austrien ong-tenmvbivestment plan 
[Netinvest-&ent-mnhlon dollars] 

Proposed source of 
finance-

Total for 
Itom 4-year 

period ECA
counter- aSelf

partftnds ancrg 

Transport and communications_------- 270 270 

•Reconstruotion (Government buildings) ---------------------------- 0 50 - -

Total Government investments (extraordimary budget) ............. 320 320 ............
 

Coal mining -................................ T------ 27 27 ....... 
Electric power ----------------------------. 200 1 372i0 100 0 
Iron and steel -----------.................... 

Mining ------------------------------------------------------ 8 4 4 
Nonferous metals -----------............- -.--------................ 37 10 27
 
Hardware and metal products ..................................... 4' 2 2
 
Steel products ------------------------------------------------- 1 1212 .
Electric equip nnt ------------------------------------------

- - - - - - - - - - - - - - - - - -45 0. 5
Chem ica ls - - - - - - - - - - -----

10 0 10 .......................-------------
Tourism ......... __.----------------------------------------------- 0 1 15 
nousing ---------------------------------------- -----M--------- 130 1 30 
Other construction............. ..-------.-------------------.. _. 20 .......... 20 
Handicraft --------------------------------------------------- 16 100 t 
Other industries --------------------------------------------------- 92 20 72 
,Total industry and construction ----------------------------------- 894 584 310 
Agriculture ---------------------------------------------- 100 30 70 

uildlng materials- -

Forestry------------------------------------------------....... 18 1 0
 

Total agriculture and forestry--------------.. .......... 7
.- 7,10 341 38
"Grandtotal ...........
~Gradtta--------------------------- ----------- 1,8 941 3&9 

As shown in the detailed plan, in addition to investmexit 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 largest single item in 
the entire reconstruction program. 

War and postwar dainage and losses, both in 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 in Vienna and Linz. 

Tourism was, before the war, a,major source of foreign revenue. 
In 1937 receipts from this source amounted to about 48 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
53. ' This would require considerable investment with respec, to both 
tourist facilities and accommodations. - - " 

C. PRODUCTION GOALS 

1. Agriculture 
In the field of agriulture the Austrian program plans to increase 

prodfiction by'1952 to-anextent sufficient to meet about 75 percent of 
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total requirements-about, the same ratio as the prewar peak. At 
present, domestic production covers only about 55 percent of the 
total needs; hence, the program contemplates an increase of about 
one-third-over the next 4 years. 

The achievemeit of this large increase is expeited 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
tural holdings. In this last respect the present strip-farming method 
is extremely inefficient and considerable improvement can be achieved 
through exchange of holdings. 

It is hoped that,by these methods, it wouldtbe possible by. 1952-53 
to restore approximately the unit yields which were reached in the 
'middle 1930's. 

2. Industry 
The present over-all rate of industrial output in Austria is aboht 

the same as prewar. It is planned to increase this rate by about 38 
percent during,the ne:t 4 years. As already stated, emphasis will 
be upon the heavy industries, -which are expected by 1952-53 to 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: 

TArs 27.-Productiontargets-Austrianlong-term program 
[1,000 metrlc tonsl 

1937 194-49 1949-50 1952-53 

Coal I ----------------------------------- %20.0 4,167.0 4.515.0 5,015 0Petroleum products....... -_ 02.............O4 -330.0......... 500.0
Eleetrie power k------------------------- -------------- 2.8 4.8 5.0 6 4 
Crude steel ---------- __------------ - 6.0 700.0 750.0 00 

Finished Steel ----------- 440.0 430.0 Ou.0 600 0
 
Aluminum--- -- ---------------------------- 4.4 15.0 20A 30.0
 

M T! - --- - -------- - 3.6 6.0------------ 2.2 4.5 
"0,8 4.5 4.5 7.0 

iiber------------------------ ----------------------- 3,740,0 1,80---- 1,01.3 
cotton -- ---------------------------- 3. 23.5 22.8 30.0 
wool - 10.8 5.8 7.12 10. 

i Grossproduction. Figures for 1948-53 ineudacoal used for ooking; during 1937 there wero no coke ovens 
In Anstria. 

Billion kilowatt-hours. 
2 Thousand cubic metres. 
*fRaw material basis. 

8. Coal 
It is expected that the gross annual output will be increased from 

3.3 to 4.3 million tons, including mine consumption, 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 
industrie§. 

4. 	 'Electric Power 

It is estimCted that the total hydroelectric potential -of Austria, 
suitable for developmenf,, is about 26 -to 30 billion kilowatt-hours 
annually' The anticipated _productioi for 1952,53 -represents- the 
utilization of about ohe-fifth of the total potntial. Emphasis is 
placed upon projects wlhch will quickly add to generating capacity, 
rather 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 pover supply in Austria is that of providing adequate current 
dhring winter when hydroelectric generation is seasonally low. Con
sequently, some construction of thermal plants is essential, utilizing 
lpw-grade coal which would otherwise be unsalable. The plan calls 
attention to the possibility of drawing -on 'the power resources of 
neighbpring countries during, the winter season. In turn, Austria 
is negotiating with Italy and Germany in connection with the estab
lishment of hydroelectric projects in the Tyrol and the Vorarlberg. 
These projects -are huge and if realizedthey would provide a very 
important source of power to Austria's neighbors and would permit 
larger power exports during the summer. 

5. 	 Forestry 
Before the war lumber constituted a very important source of 

Austria's 'export revenue. In 1937 exports amounted to 131 million 
sciillings, or about 60 millioi dollars at 1918 prices: About one-thi-d 
of Austria's atea is woodland. In the past, there has been uneven 
exploitation and easily 'accessible stands have been depleted. The 
plan contemplat6s, therefore, the exploitation of less accessible areas. 
This would require the construction of roads.andc the procurement of 
up-to-date logging and hauling equipment. 

Before the war, exports reached-.6 million cubic meters of soft
wood; in 1947 shipments were only 150,000 cubic meters. It is 
planned to increaseproduction 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 reduwed. 
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6. Iron and 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 1937. Pig iron capacity is, at present, in 
excess of finishing capacity. As a result, 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: 

TAnLE 28.-Iron and steeZ exports 
[In million dollars] 

3248'.49 1952-53 

Pigiron--- - ---------------------------------------------- .---- -- - - %...
Rolled steel produots-----------------------------------------------..... 295 34 

Total----------------------------------------------------------- 34 39 

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 obsolete plants to increase output and reduce 

costs. 
4. Increase in finishing capacity, particularly for fine sheets, elec

tric sheet, tin plate and pipe. 

7. Nonferrous Metals 
Aluminum production is estimated at 10,000 tons during 194849. 

It is hoped, through the planned increase 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 zinc ores, which would 
cut import requirements greatly. It is also proposed to establish a 
zinc-smelting plant near 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 surplus 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 1948-49 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,bo in the form of ores and metals, about 60 million dollars 
inmachinery and slightly under 60 million dollars in textiles. Except 
for very small exports of agricultural products and petroleum, the 
remainder is grouped into a miscellaneous 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 compired with less than 15 million 
dollars in the 1948-49 plan. Shipments to pprticipating areas would 
rise from 131 million dollars in 1948-49 to slightly over 200 million 
dollars in 1952-53. The major increase, however, would ba in ship
ments to other nonparticipating countries, which are expected to 
increase from 40 million dollars programed for 194849 to about 1q0 
million dollars in 1952-53, the greater part of which would be to 
eastern Europe. 

'rABi 29.-Austrian long-tcrz export program 

[Millions of doll ] 

Western sterling non- Other non- Other patC' Total
Hfemisphere participating participating Ipants 

194949 1952-53 1948-49 1952A53 1948-49 19,52-53 18-49 195243 194S-49 1952-53 

Agdcultural products -------- - ------- ------- -------- ----- 2.0 10
Petroleum-------------------- ------- ------- ------- -O-------------.3Minerals and metals--------1.4 0.3 0.3 2.3 13.0 14.3 27.6 26.7 421 526 
quipmenet--------------- : 6.8 .1 3.4 7.A 34.6 8 5 I 17, 16.0 60s 

T- - ----------------------- 10.0 1.0 13.0 21.7 28.0 24.9 57.0
Otherproducts .------------ 2.0 18.7 19.2 M6.8 75.5 I10.5 80 5 234.011.8 .7 

Totl ----------------... 49.1 1.i 34.4 40.2 119.5 13.321. 0 t2_ 189.1 407.2 

Including electric power. 

:The Austrian import prograpassume--m-suall net change in total 
import costs during the next 4"years. VisibIe imports are expected 
to hfcreise from 471 milliofd611rs progrmfed fof tl&efiiFil 1948-49 
-to 499"million dollars for 1952-58. 

The following tabulation coiapares the programs for 1948-49 -and 
"1952_-58.-" 
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TALn SO.-Astrian imntor programs 

[Million dollars] 

1948-t9 1052-53 

Impoits:
Food ------------..---------------------------------------------------... 1148-6 132.15 
A gric --------------------- t---------r-------------- 24-5 1 40.0ture 
Tobacco............................... .- - - - 9 8 11.0 
Coal o------..------------------------l------------...---------------- 76.4--- S.3 
Raw materials --------------------------------------------............... 159 5 180.5 
Capital goods -............. 52 5 44.0 

Total, com modities -------------- --------------------------... -- 471.3 492.95 
Freight chargesag " 3 2 22 6 
Ineiible items -----------i......---. .................. $88 32.9
 

Total expenditures -------------------------------------- 513 3 548 45 

IIncluding coarse grains for feed, 

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 feeding standards 
.and the expected increase in population. 

Imports of coal are expected to rise moderately during the next 4 
years as industrial requirements increase more rapidly than indige
nous production and the availability of electric power. Expected im
ports in 1952-5B 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 1952-53 
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 dollarsplanned for 1952-58. Prin
cipal redudtions are in food imports. 

TABLE 31-Austrian long-term probgrak-Nmvpar.sonof imports by sources, 
1948-49 and 195-53 

-in-million 4 11ars] 

Wesern Nionprtidl- Other partic 'Other Non-Hemisphere Total, allpating ster- pating 0om- participants sourcesling area tries 

:-049- 1Q52- 1048- 1952- 1048- 195- 1948- 1952- 1948- 1952
49 53 49 53 49 "53 49 53 '49 53 

Food and agriculture--------- 13 41 0 4 25 '41 25 "'86 183 172 
Solid fuels --------------...... 0 0 0 0 45 48 32 37- 77 85 
Industralequipment ........ 13 7 0 0 39 33 1 4 53 44
 
Aliotherproducts------------ 53 - 4D 17 32 70 74 1 36 s15 191 

Total----------------- 109 97 17 SO 179 190 76 163 471 - 492 
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On the other hand, imports from otheri participating countries are 
increased from 179 million dollars to 196 mllion dollars. By far the 
largest increase, however, is in imports from other nonparticipating' 
countries, which rise from 76 million dollars in the 1948-49 plan to 
163 million dollars in the 1952-53 plan of which roughly 110 million 
dollars would be from Eastern Europe.- This reflects the effort to 
return to the pattern of prewar trade'insofar as possible. 

E. BALANCE OF PAYMENTS 
According to the program, the general balance of payments deficit, 

which is estimated at 281 million dollars for 1948-49, would decline 
to 96 million dollars in 1952-53. This-means that total-foreign ex
dhange ievenue would cover about 82 percent of expenditures. ' 

The Western Hemisphere deficit is shown declining from almost 
200 million dollars -in1948-49"to about 58 million dollars in 1952-58 
largely as the result of the very sharp cut in Western Hemisphere 
imports. 

'It is expected that a small credit balafice would be achieved with 
other participating countries in 1952-53 amounting to about 5million' 
dollars. This compares with a net deficit of 47 million dollars in 
1948-49 for the same area. 

With respect to other nonpartidipatihg countries, principally East
ern Europe, a moderate increase in the deficit is anticipated, 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 compared 

- with 23-million-dol ars in1948-49. 
Details with respect'to the anticipated development of the Austian 

balance of payments are shown in table32. 

Tntrs 32.-Austrian Iong-term progran-Baanroof raments 
[In million.dollars] 

Expenditures.
Total im r----- .. --------------------------------------- 471.3 42.9 

ge.- ---- ---- ---- 33.2 G2.6
Invsible itens ............---------------------------------

M 

8.8 2.9 
Grand total --------------------------------------------------------- 513 3 zzi 

Receipts:
 
Export -. 189.1 407.2
 

43.7 45.3 
Total ------------------------------------------------------------------ 232.5- 452.5Deficit .........-----....................................  280.5 95.0 

F. COMUNTS 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 prbgrams are 
presented. The'means for implementing the objectives aru ilidicated 
in broadest outline. There is no information describing the 'general 
economic position of Austria from which it would be possible to'derive 
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 ivhich have 
persisted since the end of the First World War have been added those 
stemming from World War II and the-continuing occupation. The 
general economic 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 accounts 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 postwar years; the unbalancing 
of the economic structure during the German occupation and after the 
war; the remoxals of industrial and transpqrt equipment and the 
present political difficulties' under the occupation have also been 
described. 

Within the framework imposed -by these conditions,- 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 occurred during the interwar years. 

However, the present political!difficulties, both-within Austria and 
as they affect economic relationships with Eastern.Europe, represent' 
a 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 departtoo violently fr6it the habits established 
under the dual monarchy. The tariff barriers which were erected 
restrictedbut did not destroy this pattern. At present, however, trade 
relations -with Eastern Europe have been greatly curtailed. Austria 
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 loss of that part of its trade 
with the eastern neighbors which it cannot succeed in restoring. 

As stated in Chapter -I, Austria probably cannot produce, more 
than about three-fdurths of its food requirements; its coal resources 
are inadequate for its needs, and it requires also a wide range of'raw 
materials to support its industris. Its current level of imports is in 
excess of 500 million dollarg annually, or an average of -more than 
70 dollars per capita. *Theprovision of. revenue required to pay. for 
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these imports is a heavy burden on a country with-limited resources, 
and one which has lost its rewar 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. It is difficult to envisage their full solu
tion until an Austrian treaty has been concluded so that Austria can 
regain full freedom, of political action and final assurance as to the 
assets which it will be permitted to retain. 

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

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 coal production. 
6. Expansion in other basic industries and readjustment of produc

tion patterns, both to satisfy a larger portion of domestic requirements 
ftom internal production and to increase the export potential

6. Restoration of the transport system. 
T. 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 capital equipment. For the most part,
however, the investment will be internal. The most critical single 
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 needs 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, In subsequent fiscal 
years it is anticiptted 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 several hundred million dol
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jars greater than contemplated in the plan, possibly 600-400 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' 
1959-53 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. 

Food 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 Treasuries andnow through 
EGA. It cannot be overemphasized that such extraordinary aid 
should be directed in the first instance toward restoring Austria's 
ability to support itself and only secondarily to improving the con
sumption levels of its population, once basic needs are met. 

It appears essential that the Austrian economy concentrate 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 within 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 appropriate 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 o± 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 
some relative increase ia the prices of farm and agricultural products 
in order to stimulate farm production. Impovement of industrial 
efficiency, particularly in the export industries, is needed in order to 
permit Austrian products to compete efiectively on world markets. 
Above, all, Austria's internal economic resources will have to be ex
ploited to the maximum to lessen dependence. upon imports and to 
increase export revenue. 

Externally the establishment of a -pattein of export and import 
trade, Which would reduce Austria's dollar deficit, is a problem of 
prime importance. This will involve the restoration of Austria% 
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trade with her eastern neighbors, so far as practicable, since this 
would provide both a nondollar source for a 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 Austria'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 participating countries, particularly Ger
many and Italy, until 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 difficulties; if and when such traffic 
can be restored to its fbrmer 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 1952-3 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 possible to overcome this difficulty, 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 
upon a program of maximum investment entailing restricted, con
sumption 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. 
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Chapter 111. The First Annual Programs 

A. THE 1948-49 PROGRAM 
The degree 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 
RCA 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 impof't 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 513 million dollars, of which 42 million dollars 
represented freight charges and other invisibles, leaving commodity 
import costs at 471 million dollars. 

TABLE 33.-Austrian inorts,1948-49 
(In millions 
of dollars)

Food---------.------------------------------------- 148. 6
 
Agriculture---------------- 2, 5
 
Tobacco -------------------------------------------- 9.8
 
Coal------------------------------- --------- -76.4
 
Raw materials -------------------------------- 159. 5
 
Capital goods------------------ ---------------- 52 5
 

Total ----------------------------------------- 471.3 
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As shown in the tabulation, about 40 percent 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 per
cent of its present consumption. The imports shown are necessary 

both 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,'Austria 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 levoted to providing the 
fuel and raw materials without which Austrian industry could not 

-operateand 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 in in
dustrial production during the past year., The advantages which will 
result from the investment program will, of ourse, take longer to 
become apparent, but without such a program it would be impossible 
for Austria to achieve a self-supporting status. 

Austrian exports have jlso.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 298 million dollars for the-curirent fiscal year. 
Under the Austrian program as screened by the OBEO,'206 million 

dollars of this deficit was with the Western Hemisphere. There was 
dollars with .other-nonan additional deficit of about 22 million 

participating countries, paiticularly with Eastern Europe, which has 
always been a major source of food, fuel and raw materials for 

TheAustria. This made a total dollar deficit of 228 million dollars. 
Austrian.Governmenxt assumed that aIout 11 million dollars of tbis 
amoiut would be covered by loans from the Export-Import 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 million dollars 
. will be financed by l6ans and advances frubh non-ECA sources. This 

would Jflve -the net dollar deficit for the fiscal year to be financed by 
ECA ai&15 million dollars. The OEEC estimate f balance of pay
ments and the EOA.estimate .for the same period are shown in the 
tabulation for 1948-49 (tables 34, 85): 

The existing ECA appropriation has made possible "an"all6cation 
of aid to Austria since July 1948 of 158.8 inilli6n d6lars.' Prior to 
the fiscal year 1948-49, Austria received 62.0 million dollars from 
ECA. for the April-JunDe quarter followed.by quarterly allocations of 
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TABLE 84.-Ilzsgtrative balance of paymentsor1948-49 

[CEEC estimate, in millions of dollars] 

Dollar account Non
dollar Grand 

dcobunt tota]
United Other Total 
states

1. Im ports -------------- . --------.-.-........... 162 3 68.5 .230.8 . 240.5 471.3

2 E xports .......................................... 9.3 4.2 13 5 175.6 189.1
 
3. Merebandise balance ---------------------------- -153 0 -64.3 -2173 -64.9 -282.24, Invisibles (net)..---............................. -19.9 + 10.a -9.6 -- 26 -12.2

5. Oent account baa ..--------- ------------- 179 -64.0 -22G. 9 -67.5 -294.46. Settlem ents .. . . . .. . .... . . . . . . .
 
7. Capital transactions:S)Non-POA flinng -------------- _-1------------- --+11.f.

b) Repaym ents --------------------------------- -1.6 - -1.0 . .. ......----rc)Other ----------.---------.----...................
 

S. Net position ------- -163.0w --5-.0 -217. 
9.Estimated requirements for United States aid ... - - ----- 217.0 --------- ...-


10. Uncov ered defi cit -----. .-.----------------------- ........... ...................
 

TABLEm 35.-flzestrative balance of yayn ntsfor 19&8-49 

[ECA estimate, in millions of dollarsl 

Dollar account 
Nondollar Grand 

United Other TotalTo a totalStates Ot e accoun 

1.Imports ------------------------------------------ 182,2 46.2 22.4 237.7 466.1
 
2 Exports-------._.. -. ------------------------. 9.3 2.2 11.5 187.6 199.1
3. Merehandisebalanc ------- --------------- 1729 -44.0 -216 9 -50:1 -267.04- Invisibles (net)- --------------------------- 8 0 -39 -11.9 +.6' -11.35. Current accout balance --------------............. 180.9 -47, -22&a8 -49.5 - Ma
 
6.Settlements -----------........-------------------- 9- -47----. -2. - ------- .-----. 7. Capital transactions: 

(a~Non-BOA fiimnig------------------- +13 '----------- -- - -------
(b)Reaymeats----- . -1......----------- 6-(C)offer ..... .. ................ .. ----- -----...............
 

8. Net position .........----------.......... 169.2 -17.1- W
-47,0 --------9. Estimated requirements for -Umted States ai ------ 215. 
10. Uncovered deficit ----------------------------- ---------- ---- - .- ....................
 

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 further effort and 
outside assistance is needed before the Austrian economy can 'attain 
a self-supporting status. The allocation 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 inGeneral 
The difficulties confronting Austria i its efforts to restore a self

supporting economy have been described in the preceding chapter. 
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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. 

It 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 1948-49. 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 1948-49, 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 1918-49 program. The composition of this 
estimate is shown in the following tabulation: 

TAnlh 26.-Conparison of Austrian inonrs P2-ogra9s 

[Millions of dollars] 

IQIS-49 1249-50 

Imports: 
FoO and agrlculture . ------------------------------------------- 182 8 190.7 
Coal......................... .....-------------------------------------- 76 4 82 4
 
Raw materials----------------..........------------------------------- 159 5 174.7
 
Capital eqwtipment --------------------------------------------------- - 52.6 63.5 

------------------------------------- 519 3 
Freight charges---------------------------------------------------- 33.2 34.4

Total commodlity imports .	 471.3 

Othrvisible ------------------------------------ --------------- 8 13 

Total expenditures -----------------------------------............. 513.3 71.0
 

Commodity imports under the program would rise from 4'71 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 13 million dollars 
in industrial materials, is intended to support the expected industrial 
expansion, particularly of heavy industry. 

The proposed imports of capital equipment fall into the following 
categories: 
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TABLE ST-Austrian irportprogram, 1940-O-Oapitalgood&imports 

[1,000-dollars]
Electric power  10, 183 
Mining mabiuery " 822 
Iron and steel equipment ....... 18,650 
Textile machinery ................................................... 5, 800 
Woodworking machinery --------------- 700 
Wheeled tractors --------------------------------------------- 200 
Horticultural machinery- - ------------------------- 95 
Agricultural machinery ----------------------------------------------- 835 
Other transport equipment -------------------------------------- 700 
Machine tools ----------------------------------------------------- 4, 942 
Other machinery --------------------------------------------------- 21, 063 

Total -------------------------------------------------------- 68,550 
Invisible expense' 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 1948-49 
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 fro- 41 . percent of the t6tal 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: 

TABLE 38.-Aw-3trianinportprograms,1948-49 and 1049-50 

Million dollars Percent of total 
Area _ _ _ _ _ _ _ _ _ 

1914-49 1949-50 948-40 1049-50 

us....................
OWH. . . . . . . . . . . . . . . . . . . . . . -........... . . . . . . -162.3 	 161.8
- - - - - - - . . . . .	 3 7 . 3 3477 31- - - - - - - -. 3a g o 
NPSA ---------- --------------------- 17.3 3 1.....	 7.0oTPC ------------------------------------------------ 76.3 92.7 16 18o 	 ---------------------------------------- - ------ 179.4 220.7 40 43 

Total--------------------------------------- 471.3 519.3 100 100 

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 materialsto industry, according to the program, 
would 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 210 million dollars 
for iron and steel equipment, 3million dollars for nonferrous metals 
industry, 8 million dollars for chemical industry, 5million dollars for 
textile industy, 0.7 million dollars for wood and woodworking in
dustry, 4 million dollars for construction industries, 1.5 million dollars 
for mining industry, 4 million dollars for tiansportaion, and 14 
million dollars for hydroelectric development. 

5. Production 
The program calls for an increase, 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 prodution of meats, fats, and milk. 

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

Trz.9.1PanneZ prod'uction, 19-18-49 and 1 49-50 

1948-..9 1040-50 

Coal (million tons) -------------------------------------------------------- 4.2 4.5 
.]eot power (bfllion k. W.h,) ----------------------------------------- 4.8 5.1 
Crude steel (thousand tons) ----------------------------------------------- 700.0 750.0 
Finished steel (thousand tons) ---------------------- _.------------------- 430.0 500.0 
Aluminum (thousand tos) ------------------------------------------------ 15.0 20.0 
Trimber (million cubic metres) ............................ 1.6 1.7
 
Freight cars(units ---- .......--------------------------------------------- 1, 00 2,800
 

.	 I'"rruoks (units) . . ..------------------------------------------------ 1002, 

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

6. Exports 
Under the program, as submitted by the Austrian authorities, ex

ports would rise from 189 million dollars planned for 1948-49 to 
251 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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TABL 40.-A strianexport programs, 1948-49 and 191,9-50 

Valueoin million dollars Percent of total 

1OS-49 t 1949-5M 194B-49 1949-50 

CEuandmetals 42 3 - 46.7 22 isEquipment 16.0 19.3 8 8Textiles, excluding a g -oth............................ 23.6 29.8 12 
 12Othergoods -------------------------------------------.. 10.5 155.1 58 62 

T otal -------------------------------------------- 189.4 250.9 100 100 

'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
tinue to represent about 9 percent of the total. Exports to other 
participating nations would increase about S7 million dollars under 
the prograa, or about 20 percent, but their ratio to the total would 
decrease somewhat. Shipments to other nonparticipants would show 
an, increase of almost 60 percent and would rise from 21 percent of 
the total in the 1948-49 program to 26 percent of the total in 1949-50. 
This reflects some approach toward the prewar export pattern. The 
comparison is shown in the following tabulation: 

TABLE 41.- ustrianexport programs,1948-49 and 1949-50 

Million dollars, Percent of total 
Area 

1948-49 1949-50 1948-49 1949-O 

U SA --------------------------------------------------- 9.3 11.0 5 5
Own -----------.-..------------------------------.... - 5 2 10.7 4 4
NPSA ................................. 
 .. 11 6 S ------------- 2ONPO --------------------------- ---------------- 40.2 64.4 21 26
OPO --------------------------------------------------- 133,3 158. 0 70 63 

Total ------------------------------------------- 189 1 250 9 100 100 

7. Balance of Payments 
Under the Austrian program the net deficit on current account would 

be 288 million dollars, as compared with 296 million dollars in the 
1918-49 program.: Of this total, 190-million dollars wouldxepresent
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. 

1During 1948-49 ECA aid plus drawing rights on other participants amounted to 280.5 
'million dollars and most of the remainder was to be financed by an Export-Import Bank 
loan and War Assets Administration credit 
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TABL 42.-ustri program4 submission,1949-50-B danco of paynents, all 

currenoles 

[Mullion dollars] 

USA OWH NPSA ONPC ore Total 

220.5 519 Sl------------------------------
161.8 37.3 7.0 02.7Imports ii.0 107 0.8 64.4 158.0 260.911-------------------------.......
Exports 
-150 8 -26.6 -. 2 -28.3 -62 6 -26&.4Merobandisebalance --------------

Notihmt sbles .............. ------........ -8 6 _-3.8 -5 +1 1 -8 -2D.2
 

Balane on current account ----------159.4 -30,4 --. 7 --27.2 -T1O 28.6 

8. Critique and Recommeudations 
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. It indi

cates the need for promptly grappling with the basic problems which 

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

Austria remains below prewar and that the availability of other con

stumer 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 Austrian 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 a strong effort to channel substantial private Austrian 

funds into the investment program by appropriate fiscal measures. 

This necessarily would result in retarding general improvement in 

the level of personal consumption. 
Under the circumstances, it is believed that some reduction in the 

proposed import program is warranted, principally with regard to 

food. At the same time, calculations 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 4948-49. This reflects 

progress along the road toward a self-supporting economy. 
On this basis the net dollar deficit on burrent 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 the Austrian forecast for 1649-"50 and ECA estimates for the same 
,period: 

TABLE: 43.-R ustrative balance of payments for 19419-50 

[AmtrIan estimate, in millions of dollars] 

Dollar adeount -Non- Grand,dollar. total 

United Other Total account 
States
 

1. Imapor .---- ---------------------------- 1618 59.2 221,0 208.3 519.3 
2. Exports ---------------------------------- 11.0 .7 10.7 234.2 2509 
3. Merchanadise balance----- -------- - -- 150S8 -53.5 -204.3 -64.1 -268.4 
4. Invisibles (net)------.....------------ - -- 7.0 -4.1 -11.1 -7.5 -18 0 
5. Current account balance ---------------- -157.8 -57.6 -215.4 -7.6 -287.0
6. 	Settlements.. . .. . . . . . . .. . . .. . . . 
. Cap taI transactions.. . . ._.. . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . 

(a) Noh-EOA financing ------ ---------
(h) itoeayments --------------------- -- 1.6-----------1. 6 -----

8. et Positon-----------------------------10.4 -57.6 -217.0 
9. Estmaated requirements for Unted States aid-.....-217.0 

TABLE 44. 2awu trative lalanoeof payments for 1949-50 

[EOA estimato, In milliojs of dollars] 

Dollar account 
Nondollar Grand 

Other Total account totalUnited 
States
 

1. Imports--- ---------.... 	 155.2 201.7 269.6 471.3.	 46.5 
2. 1port-----------------------------. 	 11.0 10.7 21.7 220.2 250.0 
3. Merhandise bance-- ------------------ -144.2 -35.8 -180.0 -40.4 -220.4 
4, Invisibles (net) m ............ --6.4 -3,2 -9,6 -0.3 -9-------	 9 
5. Current account balance-............... - - -150.6 -39 0 -189.6 -40.7 -230.3
 
6. Settlements ............... ................ . - -6.5 -6.5
 
'I Capital transactions..........- ...............................................
 

(a) Non-EOA finaucing-..............-........ +1.0 ... +10 ........
 
() Repayments---------------------------t.- . -------- -.- 
(c) Other. . . . . . . . . . . . . . . . . . .
 

8. Net Position...... --	 45.5. 1..................-	 -
9. Establishedrequirements for United States aid----------------'. 197.0...............


10. Uncovered deft ...................................................
 

Gold and dollar movements under terms of existing financial and commercial agreements with OPO 
ar NPO. 

0 
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