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Wt,IJ2Z2/2529 

2n:?.'2!f: 
CW.UM 

TO: P.R.D.G. 

JIROJI: General counsel. 
, 

Dr. Bal.ogg•a Letters on Hang!!7 
'/ 

PrClll their f'01'111 I uauae t~t Dr. Balogh'• three lette 
Dr. Welk are not to be taken aa af'tioial doownent■• They- would 
ae• to be no aore than personal. impreaaions f'orwarded to }». 
elk in ad.vu.oe ot an atf'icial report. 

Q.r\..C,,~~~, . 
EYeu ■o, hOlrfl'er, the, ;tM.in;zw«» illbel.anced in the 

weight they give to the politioal baokgrQmd,and untortunate in 
the iapre■■ion they give ot both haaty judpent and expreaaion. 
While they are not neoeaaaril7 to be interpreted aa tald.ng aidea 
in any international political dispute, they- lq th-elve■ open 
t thia interpretatian. · 

It 1• Ullt'ariunate that they should have been lliaeographecl 
and. oiroalate4, nen U' the oiroalaticm. 1raa re■tricted,!-D4 it i■, 
in ,q ri•, wholly in.oorreot that, 11' copies were oircUJ.ated to 
■-e ot the D.D.Ga, a oop7 ahall.d aot have bee oiroalated to the 
C. s., whether or not he wu ill Loa4oA at the time. The C. s. 
cloe■ not ■q explicitly that a oop:, ot the letters bu been 
Hilt bf E.R.O. to a ... 'ber GoYeraent or individual Clllt■ide E.R.O. 
r:t th:1■ hu been acne it ia .even more iaproper, and I agree 
t!lat ■tep■ ahoald be taken to make it clear that the letter■ 
npreaa the Tien ot the writer alcne and have no authorit7 
tl"OII B.R.O. 

I woalcl, however, doubt that the incident, thougb untortunate, 
oall■ tor the ■ettiag up ot a ork1ng Party to inve■ti&ate the 
utivitie■ cl the o •• D. I would augge■t that a nra:inc by 70Q 
to Dr. elk, with wbca, I aa atraid, the aaiJl reapouibility: . 
1'0ll1a H to 11•, would be auttioient to pNYeat &JV reourrenoe. 

Yoa will not• tbat I take a leu 1'av011rable vi• ot the 
inoiclent than Ill". COhen, wboH note to y011 I attach. 

I 

~p-:_~_ -D-. _G_•_s--. , ~ 

l 7 ~L 1946 _. 
}.o,Y, 

15th July 194§, 



(1609) 23796/1381 
J.050,000 8/40 JC&SLtd 

G"644/229 
(REGIMINT) 
CODE 5-34..0 

MINUTE SHEET. 

To: P.R.D.G. 

From: Arthur Cohen 

Sub ect: ~r. Balogh's letters from Budapest. 

1. his tinute seems to have been written on the assumption that the 
three letters from~· • Balogh, about ,1hich comp::..aint is made, have been 
circulate outside . .. 0. and might, therefore, be taken to represent 
the official Ul vieu about the present s.:.tua ion in Hun ary. It is 
even stated that some Embassy has started to make enquiries as to ,hether 
they are of icial or mere ropaganda. 

2. After investigation, I cannot fin' any justification for this 
assumption. The facts appear to be that :Ir. Balogh, while preparing 
his official report, which is expected shortly, thought it right to let 
Dr. elk kno\/ informally "1ha L his vie s on the Eun arian economic 
situation were, seein that the pur ose of employing him on a temporary 
basis as Economic Adviser to the Hungarian Mission was to enable him to 
make such D. report. These three letters, when received by :Jr. ,elk, 
we e circulate to nine senior officials in E. i. o. , and copies v.ei1 e sent 
respectively to Commander Jackson and l.Ir. Polak at Headquarters. But 
in sending th?. letters to these in iv.:. uals, care was taken by Dr. '/elk 
to explain that they were the informal findings of:!:). Balogh. 

3. If this is the truth o the matter, there is, in my opinion, no 
possible cause for com lainj. Economics anc politico a e no,adays so 
closely related that an accu ate picture of the economic c dition of 
the country coul not be presented without takir1g some account, at 
least, of the poli~ical situa ion. 

It is possible that C.O.S. has not had time to ive these 
repo ts more than a cursory rea ing; but I feel certain that a closer 
study ,7oul .. convince him that political discussion has only been 
included to the extent necessary to clarify the economic posit on, and 
that the writer has studlously abstaine frcm allo ing any personal 
political pre udices to have pre-,onde ance. 

Generally, it seems to me that if an employee, and particularly 
one vho is sent to a country primarily fo t1e purpose o re~o tin on 
con~itions there, cannot express his opinion freely tot' e dministra ion 
"ithout regar to the political susceptibilities of all its members, not 
only is it useless sencling oi' .. ice s abroa , but the internationalism. for 
v1hich C.O •• rig11tly contends •rould disappea •. 

11-. /ith regard o the last paragraph of C •• s.' l!inute, I \muld 
suggest that the action propose~ is not calle fo~ unless evidence can 
.be pro ucecl to the effect that these letters have b en distribu ·ed 
ou si e .P.O., with the exception of Commander Jackson an !r. Polak, 
as I do not t1ink that the activities of O .• D. can o he ·se be 
criticised in any :ay in regar to this matter. 

5, ,i th re a.rd to pa ag1·aph 1 of C. O. ". ' ?:lnute, Dr. elk informs 
me that a copy vas o iginally sent to }:r . erbe t, since at the time 
the ••• himself was a,ay. ny personal re uest by ..,.o •• for 
further co ies ,·oul .. have met ediately with the resulf., 
but no such approach ,ras made. 

Assistant 

27th. une. 1°2 6. 

[OVE.l{ 
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(662) Wt 19198/2555 
300,000 714 5 J l &SLtd 

Gp736.211A 
(REG I MERE ) 
CoDE 5-30-0 

Reference ..... .. ............................................................... .. .................... .. ....... ........ . 

TO: Mr A. Cohen, Assistant General Counsel 

FROM: William G. Welk 

S~CT: Dr. Balogh's letters from Budapest 

• 

Mr. Iliuschen.ko has been kind enough to send to me a copy of 
the memorandum which he sent to General Ga.le regarding the letters written 
to me from Budapest by Dr. Balogh last April. I talked to General Ga.le 
about it and he said that he had passed the memorandum to you for examination. 

y I, therefore, give you below a few comments which may help to clarify this 
L tter 

Last March before the UNRRA. Mission entered Hungary it was agreed 
by both Commander Jackson and General Gale that it would be advisable to have 
a report on the economic situation in Hungary in order to obtain a clearer 
picture of the econany of the country in , hich the UNRRA Mission was to operate . 
Since the proposed UNRRA programme for Hungary was small it was felt that no 
pennanent economic adviser was required by the Mission but that a report written 
after a short visit to the country by a competent econanist would be suf'ficient 
Then looking for a suitable person for this assigrunent I had considerable diffi
culty in finding a properly qualified candidate or, for that matter, any candi-
ate at all. Having heard of my efforts to locate a suitable person, Monsieur 
.orhange suggested Dr. Thomas Balogh, Fellrnv of Balliol College , Oxford, a 

well-known Hungarian-born British economist. I had several talks with Dr. 
Balogh, decided t hat he vas well qualified for this assignme~t and appointed him, 
in agreement with Mr ·sommer, Chief of the UNP.RA Mission to Hungary, to a tem
porary two months' post as Economic Adviser to the Hungary Mission. I instructed 
Dr. Balogh to proceed to Hungary and to study the situation there, obtaining as 
much assistance and information from the Government and the local Control 
Authorities as possible. Dr. Balogh was then to return to London ,vi th his 
material and to prapare, on the basis of it, a report on the present state of 
the Hungarian economy and the country's main relief and rehabilitation needs. 
While in Budapest :Qr. Balogh felt that it ould be useful to me to have his 
informal corranents on the situation there as he saw it; he therefore wrote three 
infonnal _personal letters to me giving his first :impressions on the state of 
the Hungarian econooiy and on the major problems confronting it at the present 
time . Although personal and infonnal the letters seemed to me to contain an 
intere.,ting appraisal of the pre ent situation in Hungary and I, therefore, had 
them mimeographed and distributed, as the attached copy of the memorandum written 

t the time shows, to nine E. R. O. officials. A copy was also sent to Commander 
Jackson and to Mr. Polak at Headquarters. The letters were never given, nor 
was it ever intended that they should be given, any ,vider circulation, as they 

ere in no sense official UNRRA reports or documents of ~hich any formal use 
was to be made. As st ted above , Dr. Balogh ' s instructions rere to prepare 
a report for the Administration after his retun1 to London. This he has done 
and he is non putting the finishing touches to a report which should be ready 
in the vecy ne r future Its ~ completion was delayed sanewhat 
because of Dr. Balogh' s return to his teaching duties at Oxford immediately 
after his r 0 turn fran Budapest 

May I novr add a few specific 
• Iliuschenko' s memorandum of June 20t 

in points made in 

(1) As ass id above the letters in question ere informal 
personal letters to me and in no ay reports of which 
any dder circulation 'I s ever contemplated or made. Dr 
B logh • s f onnal report is now b, ,ing canpleted and will 
be vailable presently. 

(2) I regret/ 



(2) 

(3) 

/ 

(4) 

• - 2 -

I regret that Mr. Iliuschenko experienced difficulty in 
obtaining a copy of these letters. A copy was originally 
sent to Mr. Herbert because, if I remember rightly, Mr. 
Iliuschenko was out of the country at the time the letters 
were circulated (May 23rd). In response to a simple 
telephone call from Mr. Iliuschenko's office I would, of 
course, have gladly made copies available to him. No 
request for the letters, ha.vever, W"' S ever maa_e to me by 
Mr. Iliuschenko 

I cannot, I am afraid, agree to Mr. Iliuschenko's suggestion 
that Dr. Balogh did not use official sources of information 
nor consult the authorities of the country. Dr. Balogh bas 
assured me that he was in close contact with the Hungarian 
Government throughout his stay in Budapest and that he has 
obtained considerable help frcm them. It is, of course, 
true that since these letters vere in no ;ray intended to 
be f onnal reports, Dr. Balogh felt free to express in them 
his personal views d opinions. 

Since, as explained above, the circulation of the letters in 
question was limited to a handful of people in UNRRA, all of 
whom, I am sure, understand their informal character fully, 

• 

I hardly think that it would be necessary to repudiate them 
formally as Mr Iliuschenko suggests. I am sure that it is 
perfectly clear to everyone concerned that the letters repre
sent no more than informal expressions of Dr. Balogh 1s personal 
opinion and can in no ,vay be regarded as official reports by 
the Administration. 

c.c. General Gale 
Mr. Iliuschenko 
Mr. Burinski. 



··•· • COPY 

TO: ( s below) 

FRO illiam G elk 

ttaching hereto copies of three letters written to 
me by Dr. Th s B logh of Oxf'ord. University, ho spent several 

eks in Budapest s ~concmic Adviser to the UNRRA ission to Hungry 

The letters give Dr. B logh ' s first imrressions on econor,ic 
d politi conditions in Hungary t the present moment. They 

represent the info 1 but thoughtful and informative findings of 
tr ined observer and I thought you ould be interes~ seeing them. 

Dr. B logh is now completing a more detailed d formal 
econanic report of hich I dll send you copy s soon as it is 
re dy. 

Sent to: Gener 1 le 
• Dudley rd 
• Herbert 

orhange 
oodbridge 

• r ight 
i:t 

Gener 1 Le ·s 
iss Gibbons. 

• 



• 
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10143 · O.A.51~.5) 
533' 3 4/44 

C8Cl/4 
(RECIIVIZr.E) 

C'Oll"E 5-:::o--o 

CONFIDENTJ.AL 

To: P.R.D.G. 

Fr: D.D.G. & C.O.S. 

Subject: 

Welk 
Burinski 

30th &lld Mey- 1st. 

, I have read the Reports from Dr. Balo&}l about the econ 
situation in Hungary, which I was able to obtain not without a 
'pertain amount of difficulty and delay althQU&h they were roneoed, 
edited and circulated officially. Dr. \Velk probably thought that 
I ought not to have the privilege of reading Reports of this kind, 
and the reason for this is very apparent after reading them. 
I have been informed that some Embassy has already started to make 
enquiries whether, in view of the contents, they are official 
UNRRA docuamt s or just propaganda. 

It is clear that the Reports a.re not based on official or 
reliable sources of information, and certainly tie authorities of 
the country concerned were not consulted. They should not have 
been circulated nor used by UNRRA for any purpose unless the 
originators intended to damage our prestige as an International 
Organisation. If that was their intention they should not be 
permitted to remain with the Administration. To IJ\,T mind either 
Dr. Balogh was not pc-operly or was wrongly instructed by Dr. elle, 
and I fear, on reading these Reports that anyone examinin them 
W'Ould feel that they had been prepared for the use of a particular 
Government and not for the use of an International Organisation. 

I em very co~cerned about the whole matter, and I would 
stro gly suggest that imnediate steps be taken to review the 
operations of the Division t ·o ensure that in future the Administration 
is not associated with activities such as those described above. 
In particular, it is absolutely essential first, to send a special 
letter repudiating the Re orts, to those to whom they were circulated, 
and second, to appoint a special orking Party to examine the 
activities of the Division and submit their findings to the 
Administrative Council for consideration as to the nature of their 
future vrark. If this sugcestion is acceptable I would like to submit 
certain recommendations as to the composition of the orking Party. 

t. 
l. - June , 1946. 
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(75 3) W 136232/2596 
500.000 11/45 JC&Sl..td 

Gp736/210 

(REG I MITE) 

dg&, 
Reference ........................... ~····· 

C.:&,.A. 

Sub.ie ct: Thre;e Thomas Ba lo gh. 

.:hese reports go very fully into the economic and 
political conditions in Hung-a 71 at the present time. You 
may care to see as side-lined:-

1. First ~enort. 

2. 

. G'S 

Page 2. The Problem of Inflation, 

Page 1. 
Page 2. 
Page 3. 
Page 6. 

The Inflation of State Expenditure. 
Reparations. 
The Needs of tlecomtruction. 
Conclusions regarding Internal Recovery. 

Third Report. 

This deals aJmost entirely ,i th the Political 
situation. 

Page 8 and 9. Conclusions and recommendations • 
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TO: Major-General R. G. Lewis 

FROM: William G. 'fl elk 

I am attaohing hereto copies of three letters written 
to me by Dr Thanas Balogh of Oxford University I who spent several 
weeks in Budapest a.s Economic Adviser to the UNRRA }fission to Hungall'3 

The letters give Dr. Balogh1s first impressions en 
eoonanio and political conditions in Htmgary at the present manent. 
They •represent the informal but thought:f\tl and informative findings 
of a trained observer and I thought you would be interested in seeing 
the 

Dr Balogh is now canpleting a more detailed and 
f onna..l econanio report of which I will send you a co~ as soon as it 
is ready. 

23 5.46 

!1~ l 

• 



CONFIDENTIAL 

TO: Lt. Gen. 

Fll)M: William G. Welle 
/ 

I am attaching hereto copies o three letters~
written to me by Dr. Thanas Balogh of Oxford University, who.,._,, 
spent several weeks in Budapest as Eoonanic Adviser to the 
UNRRA Mission to Hl.mga.ry. 

· The letters give Dr. Balogh's first impressions 
on econanic and political conditions in Hungary at the present 
mooient. ThEf( represent the informal but thoughtful and :informa
t · ve findings of a trained observer and I ·thought you would' be 
interested in seeing the 

Dr. Balogh is now oanpleting a more detailed and 
formal eoonanic report of which I will send you a oopy as soon as 
it is reaq. 

23 l+6 

r 
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CO· 
UNITED NATIONS 

llt.ft0.G'• 
OF~:ca 

RELIEF AND REHABILITATION ADMINISTRATt9N 

1344 CONNECTICUT AVENUE 
J. 

WASHINGTON 2!5, D. C. - -

VIA AIR MAIL 4th March 1947 

My dear General: 

For your information there is attached a copy 
of a memorandum aubmi tted to Headauarters by Mr. Nyaradi, 
Under-Seer tary of State in the Hungarian Ministry of 
Jinanc, together with a letter which I have addressed on 
this subject to General oce of th War Department. 

f 1JR t947 

I am advised that in addition to the Hungarian hos
pital equiJraient mentioned by ~r. Nyaradi in his memorandum, 
other such equipment exists in Austria at Linz, Burmoos and 
Salzburg. 

In the course of his conversations with us, Mr •• yaradi 
adTised th the had been notified by USFET in Germany that 
large quantities of this equipment contained in warehouses 
in 13avaria and that UNBRA was unwilling to release 1 t. I 
assured Mr. Nyarad.1 that UNRltl held no title over this property 
nor had it any authority or interest in refusing to release 
it from the war houses, but that this was entirely a matter 
for u.s. Army decision. 

Will you kindly bring to the notice of those concerned 
our official attitude in this matter as contained in the 
accompanying correspondence so that there shall be no 
misunderstanding of our position. 

Sincerely yours, 

A. 
Denu Director G neral 
0 ef Executive Officer 

Lt. Gen. Sir Humfrey Gal, KBE, CB, CVO, MO. 
P rsonal Representativ of the Dir ctor General, 

RB.A Europ an Regional Office, 
London .1, England. 

P.S. 
cor 

a co of this 1 tt r to th r th he att ch 
to er Cohn for h s infor tion. 



OU 
C r 

4th re, 19 7. 

nc r ly o , 

(Signed) A. Q. XATZI 

cl r to 
11 co -

1 
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i.C'.1....:0N: - ,,ffice Jf Genoral Counsol .. 

TI01'liE •••• • • • ••• tt CO • • •••• 'J •
1110 •• • • 0 ••••••••• • •• & • " •• •••• • LU!-ID01{ 

lW . 3504 

( Ei.J Clu..IB ) 
fo,'l1l:n:- 31st . Octobor~l946., 

P.EC 1D: - 09 . 37 h:mrsQI 
1st. Novcnbcr , 1946 . 

1 . Ro120 Hungnr:..an Chnr3e L 'J,.:ff'n:.r, JJ) Intor1r.1 Mr Papp, reque..ited 
UNRIL. ItnlJ.an iii:l.ss::.on conccrmne oction token re Hungnr:.an Legut:.on 
London ' s request to UNRR.i~ L8nion eo.rly in October thnt repatrint::.on 
fncih.ties of U:NTIR~, be extended to :.nclucle 500 1nel11.gJ.ble m..1neo.r:i..an 
mtionnls now ::.n Itnly dos:.ring repntr::.ution Hungary. 

2 . Have ndv:i.sed Papp with 1->resent rec;ulc. tions con :mly ;rcpuit 
only as'S:.st ropotr1nt1on Hungflr:..ru1 porsocuttes . 

3.. Plonso adv::.s0 ony dcvelopr.:ents ro poro 1 . 

DIS•rRL13UTlON : - P.R • .O . lr . L:u.u tcd, -JG/JT 
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UNITED NATIONS 

RELIEF AND REHABILITATION ADMINISTRATION 

1344 CONNECTICUT AVENUE 

WASHINGTON 25, D. C. 
AUG 8 1946 

VIA AIR MAIL 

Dudley Ward, Esq., C.B.E. 
General Counsel 
European Regional Office 
U. N. R.R. A. / 
11 Portland Place 
London -1, England 

Dear Dudley: v 

1 3 AUu 1946 
U. N. R. R. A. 
MAIL UNIT 

I attach for your information copies of a 
letter of 8 July from the Hungarian Minister of 
Foreign Affairs requesting further program of 
assistance to Hungary, together with General 
Rooks' reply of 5 August. 

Yours sincerely, 

A.H. Robertson 

6628 
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HUNGARIAN GOVERNMENT REPRESENTATI VE. 35, EA TON PLACE, 

S.W.1. 

LSt u ust, lS ~. 

G. ,oo brid e .us • 
7 

i,;ni te .1. c... tions .el1el' c-.d ... Le' c.. ili tz. :ion 
drr.i istrc..tion, 

European Re ·ional Cifice, 
11, Portl~na Place, 
London, , . 1 . 

lle&r u1r, 

I be · J.o sen yoi.: llere ·i th a. lette ro ... 
... . •erenc .Ta~ rime •. inister of ~nn("ary, addressed to 
. r . Fiorello ~ uardia 1T1.o., .e tu1dersh.nd, is at rese. t 
i.. urope . s e do n t lt o. his ~ resent . tereajouts 
on' :s tour o t~e Conti ent, 0'ould be rateful i: 
you , ould kind 1 ~ for ard it to hi... . 

rhe letter, just received - lUl ortunatel· 
ui t' rea t dela' - contains r. rene ,e invi t ..... tion frou 
t' e .ungari vernmen t for .. r . r..Guaru ic:. to visit 
I:un ,ar .t'rior to t e :,J. J. Conference to be :ield on the 
5t u 11st at ~enev~ . .i ·tot' e shortness of the 
tine, ould as .... if you cou iru.or •. r. LaGuardia by 
cable of t is written ir..vi ta tion 1rom the :·un arian 

vernment. 

attentio 
T1 ankin ou 1n advance ior your 

to t ,.is re ue t. 

Yours fu.ith.L~ll, 

---r ~:-

ind 
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F'OR I't iFOif.' .TIOF OtJLY 

.:.ttonti:m: TnfJff1"..tiJn Div . 
Yr. r.uL..:.1iI1[;s. 

-
1 UD __ '.J)ES11

• 1111 •••• • •• • ••••••• • ••••• TO •••• .... . .... . .... . \; ... SHI"'·JGTO?J 

No. 122 
En ra::-.ir 
HL-:;_,c['.tec.1 Lonc1 :m lb . 162 

UNRR.·~ Pross NE. 

Dr .te e::. : 23rcl July , 1946 
·,ice ' c1 : 24th July, 191+6 

09. 44 hours . 

It w,.s nnn:mnce( by ~,t nlcy 1,. ,o ·j_,er , 0.hicf of. issiJn tJ 1-.Jlll thd 
:::u:;_,plies furnLhc '-: to UNRt1 by tho 'L- ric.~.n Hunirrir .. n Rcli0f Inc. f::,r 
clistributi-:m in Hl.lI\'Y'-rY h'W0 :)e1.;n instruucntn 1 in on.sing thu 
des:1crQto f::,xl cJrur, r..n'-: clJthin.r; slDrk .. rros . s r- result ::,f the 50,000 
c.1Jll['.rs d::>n:--.to-.1 :)y JIR tJ UNR..~,- f·Jr :~urch,,::0 · .. c,:ic:•l su·::is:1lies, r.1ore 
th."..n h::.lf the trur.;s l"'.istributecl l)y UNR10. to elate in Hu~nry hnve been o. 
fjift ·if the ..:JIR. 4/7ths -Jf the :~cnicillin, ½ of the insulin, and ¼ 
of tn0 ether , c~ is·cributcc,. hn vc been .Jm su_p:,lic s. T'J c:ate the foll ::,wing 
CJthcr .:JIR su:;:,--lies hn.ve been clistribute,: , or in :,r::,ccss of being 
c!istri:mtcC ; 1700 1):1.lcs uec,~ cl·Jtbin,r:;, Go c ·cses usocl shacs , 3 c n.s"s fur 
co.:1.ts , 1')" sm,ring chines , 50 sets rh:)e r c~'.n ir kits , 330 cCi.scs vn.ri::,us 
ty·,es C,"nnocl f::,-JcJ , 670 er.sos :·• .. JW(~vrccl ,1ilk , 5 CQses : 1ec.icr..l "terir-.1s. 
There ,nJ.~o 0n raut..;; 110 brcles usec, cl::,thing , 3 en.sos s:ncs, 13 CQSCS sJ.~p , 
5 cnses chilc.lrcns tays , 202 c".~e s Ct"'.nncd ~00ds . The goo,Js l)c shi:;;r_...,cc1 by 
UN~n .. t::, Triovo ,-:,.n(; trQns:,::,rted in Hun,~".rio..n ~')vern;:1ont railr rc1 cl'.I's t::, 
:;uc:\n.:pcst whore they t"'.rc s::,rtc ., :m, r,rbrecJ . Prior t::, the be[;in,1in;::; ::,f 
UN1:.R.:_ cr~crQt bn in HUI\';n.ry Lieutcm,n_nt l;Jl::,nel G. c- . Kavn.ch f'..nd Licutcnc.nt 
f!Jl::,nel H".rry Ye 0.lc..in ::,f the UniteL; < t['.tes elei~1cnt Ji' th,; .' llic ..:' 0.::,ntrJl 
0.'JuuissiJn were the instrui,cnt:-> thr::,un;h which ..:'.,.HR 'J: err.tu1 in Hunr,--:ry. 
- Jre th::m 200 , 000 cloll:,rs w'Jrth ai:' 11c,"icimw,n,s :i.stri1mtcc'1 thrJu,;h this 
chc.nncl l)e2icles lnrgc n.rnunts '1il!<: , caC:: liver ::,il ::.nJ clJthing . 
·· ;-_rtin Himnlcr , •. Dcricr.n rc::-:rcsentn.ti ·1-.; , Jf the ,'JL."1 hns been in ::ucn. est 
'Jn o. mu:1;)or af Jccr .. si::ms recently :-en:. h;-,s estr.blishec1 .-m 'JI ( Office in 

:"JuJr,_:,est :1uttil'lG :i rs . Ewms T'c j1Jr in chr.r~c . .. c:>L1:i ,1j..ttcc of fJurteen 
i,10,.1bcrs i .. m.rJc u~--- ')f thu lr.r ... :c wulfrre ::,rr;nni:3rcti::,ns in the cJuntry ?r·.wr:: u::i 
the ~11.".n ,f 1~istri:JUtiJn. r. mCiti ,ns in Hun;,"..ry t'J·,.ry ocJnJu.icnlly .".rl.; 
s:> i),'ll~ th.".t it waulc.1 1)0 L .i:) issibk f:lr the ::?c::,:;10 ·c.) :.urvivc without 
·.mtsiuo help. The IilD.n in the strc0t , afficirl circles, w,)lfCi.re Jr/)~.nizr.tians, 
nre u11.".J.1im::,us in c::::_,rcl:!sint3 their sinc0re ,,r0.tituC.e to the Hur1i';arif'..n 

. jlts..:ricn:1s wh;J o.ru ~rnc:---il~ th0ir hJ:'es ali vc by their rnr'.~nificcnt c -:mtributions. 
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ffice of the Hungarian 
Government Represent tiv 

4, Eato~ lace, .,.,.=-.a.. 
0 . .1. 

------
15. /KER/46 

Lt. General 
11 Portla d 
London, .1. 

, q, 12t.h_ July, 19 -6 . 

ir '\m1phrey Ii€ r. D~G·-~-'3-~ 
lace, OFF;cE 

Dear Sir Humphrey, 
1 5 JUL 1946 

.>oo7 
I 

f ter the tele ro..1e ., e sa, e 
of your secretary received by us a e . 
days aro, I am now sendi... ~ you a further 
two copies of the memoranaum 'rhich I 
sent you uith my letter of 2th Jt e . 

an1 sorry there has bee a 
delay in sendi~~ tte conies, but re only 
had one copy left and ad to ty e out 
fres. ones. 

Yours sincerely, 



('I. Y. 

June 13, 1 4 . 

.I. .. e r,o c i 1 o t 
........ i ted a tions elief ar ... d .... e, abili -ta tio 
ashin ton 25, J.C. 

,,e tle e. : 

re 

i 1 to ref er to 
ister of un r 

0 

se i ures .~ be seen to 'a exte t 
1·L.~n (; ricul .,ure h.. been depri vecl its li vu~., ch a .. d of 
us aFricultural ari ~ver.ru ent 

eels t ... at in case u c ulu see its ,a clear toe ui Iun-
aria ... ~ riculture. ith m chinery, dr t aniLl 1s 7 er.,ilizers 
n ther ae~ns of roduct·o_ to s c' an exte t t t the ct try 
au:. e le o meet not o .... l its .. re uirements but t.l to 

set ~side certain ins of foods to be used i J~p.ly·n ot er 
~uropeun countrie~. 

struct 
of un 

..,o recon-

enable ... un ri n 
crea ·i reduction 

i1 a osit·o. t obtain ivs 1ee s 
t e cou.;: tr 's pro uctio • 

ccor 1 t .. e resp. I e lut · o of .. ny cow.try 
recei vin aid :rora .. . ust 1Jrovide ·ree :ransporta t:o t'1rou h 
1 s terri tor for any supplies s ipue b. r L,. to other coun.1-r1es 

s ould lil e to dran our kin aftentio to t':ie h r , dip o t~i 
esolutio , as r s ... ~ ~ry i c ncerned, bee use the costs of 
uc uransport t·o cross Hun ar to di erent co Lries, ch 
s oland nd Czechoslova~ia almost exceed the entire value 

e e er enc pro ram of 1 establishe for :un ry . 

. /. 



I lish to express t. e si cere hope o t' e Iun ariel,n 
Gover .ent tat in due co sideratio of the i ic lties 
priv tio s ce by t' e .u gari peoole the ouncil of • 
:ill find it o sible .. o extend its L.J.d to Hun ary i 
priate mea ure,, ith due re rd to the b ve-~e t10 e 
cu ties. 

,nclo sure s. 

1ery s1 cerely ours, 

(signe J'n Gyon osi 
John G ongyosi) 

Hun ~rian inis~er of orei n ff ·r 
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1. 

e severe 1 l - ff r1c tur 1 production 
u.n · r iu due to the loss of re t rtion 01 t countr 's 

t ,1.· r(..,,c111 po er, to 1 C f fert·li ers, o tu1 1 
1, t lt .. c.... f 

veteri · r -.;.. .. d 

seed " 0 

ric lturo.l m c 

r tection e 

1 . 

v, 

t ese lo es 1ere t 

l 

. C .. u"" ... it .. 

e ep· ire .;J el b J. "-1 

f e c untr ' o l C 1 d 1 a eri 1 re urce ·, rec ~struc-
t. o , ul procee ver 1 pr e.ent ·u the 
liv·n t ul 1 r r be in t ., o • re ortnnate 
countrie , d .. uc. r1~ ... ~ ric lture cold it u . a 

perio of lace 1n the oo ·u ply LUr pe o ly after lo 
tie. t e he , 1 intern ti 1 id Jere r nted to 

ee e 1 le en-1-s rovi e t le st o e the entl ... 

-1-• e level o pro uct·on co be r 1se co 1 er bl nd t ere 

ould be possibilit toe port oo as so s the et crop 
year . 

e poss·b· ities . creasin ... un 1 n a ricultur 1 
roductio b r vi e'ns o 

sc le . ... e un s ' · c' coul be 

be · n Ulli o , ,e 

o the eceo 

ve t 

t . 

o cti ran e o ver lc .. r ·e 

1or sue pur oses 

oelves to e .er tion 
eso ve ee rouJed i to 

,1.• ree cl ss· ·c tiOLo, 

e qu titie st e e J.·sts 
t t eir rel' t · 1e i porta.uce . 

vt c ver totul ... ec 
cessar o es bli ·t e1 

bet ee i.L eren-1- ee s, 

1c 1 re re 

it 1 

le . 

or t e ~riou lies 

re tric-:·o 
ro uctio 

certui 
+' ... "' e 

i 

d 0 

r rtio 

tot 1 

' 
t .. e req re e ts 

er of r-re 1n 
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• e values 1ve 1 t~e lits re o.ly pprox·mate • 

• o facil·tate co trol, the estimate uni: prices 1 ve ever -

liliere been in 1c ted . 

ts 

raft orses, dray 2 ,v 2 ) 

' 
,._, . wtallio s, dray 2 -,fij 72, G 

3. 

1, V 2,8 

4 • ,I. • d 
2, C:Su 

' • rac~or p~o,s 1 1-
to ,I.' e elivere, " it . .I., e +ractors 

e 
' 01ze 
' 01 e 

5. ne- sh re +o r ,;J, ... or 
orse tr• C 10n, SL., S 

5 .. d 2 
' 

15 ,G 
ee 1 

, . 
e • - acn1 

( ediwn type, dra n 
b ~., horses, 2.., ' 15 2 

' 
7. all- beari s for . tr ctors 5, 15 re "'1r use 011S 

' 
8. l 'osphate, ton 4 

' 
1 

' 
9. 

Tot 1 Grou 1 . 1 , 2 , 
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11 . ts 

1. r r e 1 ' 
2. talion, ra L., 

j . rat orses, t r u, -
re 1 , 

llions, . .' rou , -breds 1 

5 . • ractor ~ edi ~av 
ei ht ~ -05 • . ) 1th 

same e~ ip ent ~s und r 
Up L,3 5 

li ., 
l 

7. r ctr lo s sam i es 
un er roup 1, 4 

• 

. ee 1 
Group 

re plo s des 1p
er roup 1,51 

c' i es as er 
' 

' 
1 . 

11 . 

o e- oes si le ro 1 ' 
• • 
r C 1-

5 

5 

1, 0 

1 

1 . lectr·c 
( or 1 -5 

1 . 

15 . 

le 

ctures (i ro 
or e- s oes 
il , lire 

trol f 

1 . u r beet eed 
sl va variat · 

8 ech -
" or 

5 to 

1 

2,5 

2 ' litres 

on 

> ' II 1, t s 

17 . e t or 

2 

.3 

le 

3 

2,8 

i:..,,5 

1, 

2 

lo 

2 

15 

13 

2 

2 

0 1 
1 . t er 

' 
1 

1 . r ctor il 

2 . c i e el , let er 
r textile 

1, 

1 

ot 1 Grou 11 . 

to 

tons 

(1 e 
C b 

C r 
e, 

e l 
reen o 

1, 1 x e. Yu 
er, r ss, e c., 

, 
J. V c... 

... ot 1 
alue 

1, v ) 

3 > V 

1, 
' 

,25 ,(; v 

1 ,o 

5 

3 

15L, 

1 

2 

1 

,0 

' 

j li) V 

' u 

3 
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GR 111. 

, raft 1orses, dray 1 p2 ¢ 2, ..... 
' ' 

2. ray _stalli . s 1 v 

' 
3. r t orses, + oro-V 

breds 1 
' 

1 1, 
' 

! • horou bred stallions 1 3 
' 

5. r ctors, m~dium ei ht 
25-v •• e ui r.ent 

see bove 
' 

0 2,5 2,5 
' . Jeeh ( gric .ltural t e, 

it supplementary c rs 5v 1, 5 
' 

7. o.ers \,) lv 2 

lS S or harrows 
18 i ch si e 

' 
. 

' 
.,, . mall otors -1 . ,P . 5 l;j 5, 

10. ron ma tlJ. ctures ~as t .. er 
roup 11, com lete ,ith 
ire barrel JOO~, b rbed r re 

U-~ ils, f'e ce , 1ne , 
ano. 

c a1ns, 7,5 tons 15 1, 5 
' 

11 . 1· nd tools ,1) 55 
' 

1 . Vaccine s rL es T e 
ec rd, s1 e 2-10- v- -

5 cm . 2,5 
' 

l:.L • icrosco es immers·ule 5 

l 1 L ncets pointed .a - . 
rounde medim.1 s e 1 1 1, 

..L. ' 

15. m· sculators 0, '. 1, 

1 . {it 1n 2 crystal 1 s ' 2, 

17 . uulp ur (c emically 
"O e 2v to s 1,-.J' 5 

' ... 

18 . ther materi ls or 
veteri u.ry lant 
protection 45 

' 
ll 

1 • J J.e r"in s .... c ... s 2,5 
' • 5 

' 
2 . T r ulin 5 

' 
1. 5 

' 
21 . .ood or arrels 

' 
22. lats, for 

fruit C 11 
m (J' 

23 . Le ther 1 tons 1, 
' 

2 . a 5 tons 
' 

25 . Corn 1.0 t strj. 
a d ie. enth is; 
breeds 5L,' 1 

'3v 
, 

2 .... Bulls 3v 
' 
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Group 
co 

27 . or shir d 
D, 

2 • oa s ( ar.ie reeds, 5 

9. wes 1 c, 
3u . a.J?:.:, 

' 
(, 

1. ( 1 

32 . 
5 > V 

3. 

5, 
• e l UC .. s • 

5. ronze tur .. eys 2, 

ot 1 Gr up 111. 

otal rou.w 1, 11, 111 

( i 

2 

v 

5 

1 

35 

1 

4 

5 

1 
e 

1 

..,5' v 
1, 2v, ~ 

, 

~ 
' 

15, C, 

1 , 73r7, u 

$3 , 7 5 ,(, 

... ol, 
, so~i 
lCO .,1 e, 
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• 

sho.m above, p 0 to oe e ost u ent 
need o_· .1. un ri g icu ure 7oul include deliveries o 

ilLion aollar~ . n extcnoion of~ is pro ~., PP o_ tely 

o incluue i.rl'OU~ r:: 11 and 1 1 , \70ul invol e 

Cl 11 S . 

2 to O illion 

I pl .. ent requi:e:ed or cult· v tion n in enance 
O.L p oauc ivity o the soil re re'"'ent the ost ·ur ent needs . 

li vostocl'" lo sec e eno... ou • th half o the 

cou .tr 's i vc toe· 1 s lose . -11e nu ber OJ.' tr ctoi"'S has also 

been seriou ly e uce • Bc~ore 01ld II , there vere 7. 6 

·t units t disposition for ever hu.t1dred hectares o plo:,ed 

lana /tr ction po ,er expressed in · nits of two- ho:. se te s/ ; 

in uepte ber, 194 , the e rnre onl 3o3 dra t uni u..., . Be ore the 
J._1-a it J pos ible to fertilize every fifth ye t ate o 

N ton o · nure to a hectare . . i tl1 vhe present livestock , 

nurin · t the s e rate ould be pos le onl once in thir
teen er . 

.n incre se in the tocl of orse ilould •-aeduce 

the a.i icul ie in , o Gh res ccts . .ccordin
0
ly , i port tion 

0 horoe ee 1 to be the 1 ost u1 ent need o ung rian ·ri-
cultu_ • n,., ver Ul"'ope n countries , e o • • in el ·i , u tri 

d l ec 
' cert in n1nber of hor es ee to ea-

Vil ble . e y d tl~ou h ~ed hor e Jould be o_ ood 
u n u r , but the ·o· ... er oul not be o · the heaviest 
type . t i 

of . 
' 

desir ble ha the g· eater portion should con it 

~o that a cert in nu ber o tallions of the ~ e 
type shoulu be included . 

ext to hor e , tractor and tractor equip.ent re 

10n ~he 0°t ur ent need . ~t ntion shoul so be dram to 
the i.por ance o · obtainin; cert in uantit, o b 1- e ins , 

ich are necessm- to rep ir old tracto • 
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he pos~i bi i ties o · increasL1 ungari a l"icul-

tural production 
I 

calculated as ollo ,s : 

In l .1v , on plo ,in ea o ... 5 . 6 . ill ion hectares , 

the tot value of the crop coula bv esti. ted at 230 .illion 

ol ar , t averu)e procen or 190 -193 s basi . or lu45 , 

price h ve ncrca ed u.t 1 ast 50 p r cent , 1hich muld ear: 

a otal c o v ue of 3 5 .. illi on dollars, or c....n wara ·e crop 

v lue of about 60 uollars per ect re o 01ever , luc o dr t 

.;.) and o equi ent or oil cultivation caused decline 

in pr duction in 19 5- .6 1hich ma.r be e ·ti 11ated at 30 per cent , 

nd urt er bout 15 per cent of the plo .:in are rer. ined 

uncul ivated . the entire rea ho.d been cultiv ted , a total 

crop v u o 242 .illion dol r vould have been prod ced . 

uince 15 pr cent of the area I dropped out entirely , the 

c--·op value.;.) de ere ed to .., 6 . illi on a.oll s , ot to about 60 

per cent o t e 1 38 le,el . 

Considerin. t t this result of 6u per cent luS 

att ine b u~in · 227 , COO dru t units , it n be calculated 

th t pp oxi, tely, '8 .ooo dra~t units 1ould h ve been reqmir 

ed to achieve resu o 100 per cent . / : he draft po;er a-

v iluble in 1 38 , in ~ct , so e 1h t hi her .: / .ssuming 

t. t b incre ing t e r c ion po 1er a proportion ly hi her 

esul y be att ined , t e incre~se in p1oauction ~hich ,ould 

correspond to 6 ,00 horses nd 3 ,000 tractors / :equal t o 

36 , 00 orses : / .... y be esti utc at 43 1 illion doll "Y'S year . 
1he i ni 'ic nee o eedin · 1achinery lies in 

vin · of eeds an 

cop ed with. u 

capacity o , 00 

in a better d velop.ent of the cop , s 

1in ·. ia in into account he sovin 

achineo re uested, nd Sc.,Vif.l ' 0 15 

cent cop red ?ith manual no 1in , a total resul t of 

800 ,000 dol r .ay be c lcul ated . 

er 

n the case of ot c r ac .iner an i.ple ents the 

incre e in production c not bv sho1n sep ately , because 
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these vill be used to~ether Jith the horses and tractors to 

be i ported, and these results have already been ta en into 

consiuer tion . However , specie.I rnenbion should be 1ade o · the 

jeeps, 1hich to so. e extent can be used a 0 tractors, and thus 

the bene 'it deri vint; fro· 1 this \/Ork can be v lued at 1 ,000.mo 

plus their value in hculing agricultural na orch rd products 

to . ar {e o l t is difficult to express the value of this ser

vice in 'i ures . It. y be ~ssu ed , ho,ever , that the quanti

ty o ... goo s 1hich ot:i.1erwise v,ould not reach .1 kets , o 1in to 

lac·r of tr sportation , would' nount to 2 tons per vehicle 

and per peroon , or a total o · 10 , 00 tons • • hese ·oods 1ould 

consist inly of 1il~ , ve et bles an f ... ui t , "Jhich - ,hen 

not properly L r eted - v,ould be p rtq ,asted or used as -

ni al ·oou or i'or aistillery purpose • 1ho value of these 

~oods would be at least i/5100 per ton , or u.n additional bene

fit of 1 , oo . 00 . Consi ration hould lso be given to 

the ·act that an i .proveoont in . rl"etin possibilities usual

ly leads to n incre se in p_ .. oduction itself' . 

ln order to increase the production o arti_icial 

fertilizers , the irnporta ion o_ .0 , 000 tons of crude phos

phate ha been su · ested ; further the reh bilitation of the 

t ,itro ·en ,orks . -ro1 the cru e phosphcte , 80 . 000 tons 

of super- pho...ip ate could be pro uce . • 1his -quantity v.rould 

mean an increase O.L approxiuctely 200 , 00 tons in the pro

duction of we~t , representing at least $10 . 000 ,000 per ycaro 

i1he i 1portance of the rehabilitation o::· the ... t 

i rogen 01~·~s c e judged b the fact th t this factory in 

pre- i ~ time anufacturcd 5 .ooo tons of tifici erti-

i zers annuall , containin; 17 per c en-t of nitrogen . .1ho i 

ni 1um effect of nitrogenous fertilizers in increasing pro

duction - i teri. s o bread- g1 .. ains - is t 10 tons per one ton 

of fertilizer . ... o.;ever , considerin th t t e un •arian soil 

t present i ver poor in ni tro ·en , because o~ the lacl o 
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st ble- unure , he increase could re ch 2 . 5 to 3 tons . 1hus 

the incre e ue o he use of nitro enous fe~tilizers can be 

e ti ted at '7 , 5 OoOO per a.nnu . • the reh bilitation o this 

ctory 1ould ea.n 'n i portant aid not only to .Lun .,arian but 

o to uropean ricul ture . 1here is a "eat lacl oi' ni tro

enous ~ertilizerv in ~urope , ecause the er.~n ·actories 

/:reviou ly converted into I plants/ h~ve been dim ounted , 

and the ctorie o the It i n . ontec tini - co. bine 1ere 

e royed during the , r • • consi er bly part , t least 

00 ons , o the production coulQ be e"~por ted to other 

u1 o e n coun ries o t should be . entioned t:1l o th t by 

li increa e i n coct the c pacity of the t it~o en 

plant coul e inc:. ea ed to O, 00 tons per nnu. 0 

. on· the e ical supplies for ani a.ls , thee feet 

oi he 110 - seru can best be evaluated . ... he 20 , uO li ve1.,s of 

ser re uested ·1oul be sufficient or 65 • 00 ho s . s uming 

ta t le t 15 per cent of these ani al ,oul pe1ish 

1i t 1out thi eru1 , the value o · the ani 1 saved by the 

scrun can be e i a ed as at 1 ast 3 , oo . oo . 
he pro ective vaJ.ue of the ch· icals for pl t 

rotection · s bout in then ,er tion to their cost as in 

he c e o he e u ; ~ eir v~lue can al o bee i. ted s 
• 

t le st 3 , 00 . 000 . 

~ ong the seeds for plantin , spec ment on 

should be a.de o su u· neet eeds . 'lheir importation is a 

pre-requisite or un ri n ouger- ee pro uction in 19 -7 0 

uu ·ar- bee seed requ u:es a t 10 - y 1 cul iv 1.1ion . ueed stocl"s 

ro. the e r 1 ... have been .. ost ontirel de..., tr oyed , nd 

in 1 45 ere , no u · beet seeu produc ion . l' e re in· ng 

stoc ere used in 1946 ; this it 1il not be un il 1 8 that 

.u aI Jil.L h ve 1 · o ;n uUu r - beet u ed u)ply . ccordin y , 

n ar · un uU • · - beet produc ion / : the v ue of : ich , if 

counted ut onl oO per cent o the pre- 1ar ave a e , aunts 
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to 10 illion dollars : / depends entirely on the i 1portat~on 

o' sucar-beet oeed . 
L • .L. • ""uanvl u18S 0 other seeds for pl nt-

in,..; would be su" 'icient "or 40 ,000 hectares . On this are , an 

additional production value o 50 per cent , i . e . 8OO0·OOO dollars 

could be counteu upon . 
I portation of pack ng and 1rappin; , ateri s 

·would ·reatly ..:·acili tate the Mar·~eting of ce1-itain products , 

and at tne same ti 11e would reduce tra.11sJort tion losses 

/ : cauBed b r in , e t:rr .: / onsiderin · these aC uors , a bene

'i t o'f bout tuo ill ion doll rs coul be calculated . 

lhe i. por a ion o~ lub_ic tin, oils i nece s ry , 

to ensure adequate servicin; o the t:actors to be i ported . 

'he effect of the increase of production of 

bree~inr~ ni111als is al.1ost inv luable . ,.ithout ssistance 

·ro 1 oi-io d , the tocl( of un ·a.2ian cattle rould not reach 

the p:ee- .ia.r level be ... ore ten yec. .. rs . 1he i po!·tation of 

,000 cows v1ould increase the present ntocl· b- about 10 

per cent an \/Ould shorten the above 1entioned period by 

2 - 3 ye rs . fhe gin derived ... rQn the youn c ves , ~rom 

incre e . ill· - production , stable-. nure , ro uhe 

increase in the nu ber o · other breo in - ani als listed 

~.,ould total l east 4 , 5 0 .000 annu ly . In addition , the 

beneLit derived fror i. provement int est ndards o 

cattlo- breedin should also be iven in consideration . 

u arizing the bove , the pro uction- incro ing 

e feet of the pr o rru sugge ted y be avaluate-d as 

'ollff JS : 
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I III . rot • 

/in illion of a.ollars/ 
ore and trc:..ctors 1 o3 14 .3 14o4 43 .0 
ther mo.chinery d 

i ple ents 0 .3 0 . 5 Ooo 1 .3 
Jee 2o 2 . 0 

iciul ·ertilizer 
a/ hop te 1 .o 10 . 0 b/ i tro ·en 7 . 5 7 .5 
etcrin ~ 1 nt 

pro ective upp ies 3 . 0 3 . 0 6 . 0 
oeeds 1 ,0 ,8 1 , 8 

ac "in nd lu ricatin 
teri s 2 . 0 2 . 0 

nim fOI breedinu o5 4 . 5 

r otaJ. of nnu benefits 32.1 2 l . 8 2?o2 8? . l 
Value of u ested 

i ports 10 . 0 10 .0 19 . G 39 . 8 

., ho 7n bove , he , ount of pro uction increase 

read in h firct crop year 10Jld uch more tl1an equal the 

cot oft e i port re uestedo ~e fist year's bene it is re

roup 111 , because the inpor-
t tion o live toe 1ould pro uce o,:,t of its e fects in the 
ollo 1in .> e rs . 

It i to be u ed that out of the Jroduction in-
ere se ore none- alf coul e exported , ·1hi c 1 ean~ th .. t 
quan itivc y - consi erin u.l o the price cr1 n e"" - al ost 

40 per c nt of the pre-1 1 1 vel o ungary ' s e .... port · in i 

cul ural pro uct could be reached in e .iru crop year by 

~i o · t e requested pro T . ~ ·i could b re arded as 
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r.1inin.um level , because some exports / e o • fruits , veget bles , 

poultry , ocgs , etc . / h ve ~lre dy been begun . 

The value o:t' the exports 7hich could be produced 

by the prog,T .1 in the first year v,oultfI. airly ru ount to the 

total cost . 

I the requests o:: the unr;ari nt \/ re 

to be r nted , it ·1ould be hi · y desir ble to ensure the 

collabor tion of vO. e o~ the u1_ • experts in order to rr n ·e 

detu.ils uith regard to qu ity, source and utiliz tion of 

the irnplo.ents which have been requested • 

. ashin::.., ton , D .c. 
June lo , 1 46 . 
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H,nnex r , 

In vie, of the di.t.• -iculties Jhich still exi 0 t in 

cert in foou supplic , e Hun· · i .11 Govorru env be s to as 

for the r nting 0.1. a second e er ency re ie~ 1hich 1ould 

en le it o o tain a . ini ru 0.1. public supply in ats ,su r , 

eat and ilk durinn• a perio durin , which there is no possi

bi ity to cover the country's needs out of its own resources . 

'he Chief of the ill _ .is on has s. ed the 

un in ns i ute of cone ic iesc rch to investi ate the 

que tion o public supplies n to st te the quantities of 

oo im ort hich voulu be necessary o oot in u icient 

supplie o provi e ini 1 stan ard of' li vinr..:, . -he ini um 

nm ber o · c ories to be con idered '!;/ere 'L ed by the Chie 

o i..., ion . he v ry in accoraance .Ji th he various classi

ic ionv o · the popul tion . 

In 1 cases the 1nstitu e calculated i port 

require 1 ents until the be innin · of mar1"eti ; of the ne-, do

es ic crop / : i . e . ain u st first , su ar October first , 

eat nd t until J nar irst : / . On the bac,is of this in

vesti tion , n i port surplus convistin · oi 10 ,00 tons 0.1. 

1he t , / , 00 tons of e t , ' , 00 ton o f s , 5 ,00 tons of 

ug rand 2 , 000 ons oi' cond nsed il h s been cs inc;.ted as 

nece u or the period June- ecc,ber , 1 6 . 

t O oul c poin~ed out here th t the 1 tions 

fie b t e Chi e o i ion were ver 101. I· ci her the 

ctu con ,ption of the ye r 1 3 - 39 or the 'no 8.1 

t nd ds" 'ixe by the ealth Co 1ittee o he i'or er Le mie 

en b sis , the i. port reau · re entc, of i111-

g ;oul be out thirty ti 1es he ount of .1he t , ten 

ti es the ount o eat , five tie t1e aunt of fa o an 

a1moct ten ti. es the ount of ugar and .il qu ntities 
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given'"" ove . 

naS! uch · deliveries o..:· 1heat \!ill P~ obably not 

be eaci le oe..:'ore ti1e ·:. .. rival o ' the ne ·, dor. estic rop , the 

l lu1e;arian Govorrn. ent ' ces connide1., ble i ficulties 1Ji th 

· egard to b1 e d uppl1es . owever , it ,1oulo. be useless to 

:..,e u t >rain i npo ts .1hich coul · arri vo only about t 10 ti .1e 

1hen the do. e tic c:eop · 1oul al:re d be av ilable . 

. i th re ·ard to the require.i nts f o~· ats , iv 1ay 

be, nvionod th t these could p .,tly ob tot lly be covered 

b r deliveries of copra , · L. seed or any othe-.. Vu.riety of 

oilseed in a correspondin~ +·t vl y . 

he ungari · n ..i-ove1 n ent d sires to d'ru., attentinn 

to the ,act th t by gra.ntin.; th u 1titie regues~ed it 

\Joula. oe poooible not only to ssure a nini m.1 stand· .,.,d o 

li vinG uo he -ungari n people, b t ver i. po:. tant i .rnuld 

alao be i ven to the e fort to c.vrds stabili tion o the 

cur ency which re Plc.--nned ... or uhe "irst of .u 1st , 19 6 . 

One of the o t essential prerequisites of stabilisation 

is the pos i ili ty o · providing the po )UL.,.tion - under 

severe rc..tionin..; syste - 1itl uo . . oditie o_ 

portu.nce . 

y irJ-

.. e lL es huve alrec.d. been t ·en to ecure rations 

in rea , lour , pota oes , be ns an peas , sa10 , tob ..... cco ; 

ur ther to a very . odorc tc e"" tent <.i,nd ·or cert in cl sses o 

t e workin populu.tion , r tions in clothes , _o ot· 1e d 

ce t ..... in o her • nu~acttn .. ed articles . _ '1ere is no possibi lity 

ton cure ~u~~r and ·u.ts /o i l/ rations before October first 

d nu r .J.irst , renpectivel .... rovided thi 5u.p "Jere 

..::ille . , a consider ble ctrenr•thenin J o the purchasin · po.rnr 

o oney could be chieved • 

. ith 1er•a1--d o deliveries o ,eu.t , 0 u· lies o_ 

his co, .10 i ti vould lar ely be u,..ed to provide ·or industr · 
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·rnr ers nd I iners rc;...tions which 1ould corr ospond to thoi~ 

indi vidu achieve ents , tllus incroasinr; the e+'ficiency o 

indust1 i 1 ✓0r: ers . Cc. 1ned .nil :r \Jould natural.Ly be reserved 

fo child· en . 

1c shington , 

J ne r 15 , 1946 . 



111. 

Job- ·ork Contracts. 
/1 

cu s a consequence o ra\. mu. teri ls or of foreiP'n 

currencies or their purc~ase, very cons· er ble portio 
ar1an l dustry po sesses u used capucitie y eans 

of job-con tr cts, the Eun ·ar i .. n :i-OVerrune t i no surrge tion 
a 0 0 he p t rn.t coul be re lised, d ich d ti y 
+ esire o . :un r to re pond at e t i p rt to the '00 " e 

ill of other cow1tries b~ · 1 edi te serv1ae · n reh rn. 

ihe erv1ces hich could resently be re ered by 

unaary to other countries restrict then selves to industri 1 

labour. ~ e u.ngar L. 1 vernemtn t ere.1.ore ~ s or 

exam· ation of the possibili~ th~t job-1or contr~cts coul 

ctories d or ·t its 
d d meditation/ and orei n countries r:i-iich 1 c i dustrial 
capacit • 11 us Ht rian · ndustr ,lOuld be enabled to begin 
ctivity and, by~ e export 

it portion f ra m teri 1, 

a road. 

p10 cts ~ u cured out of 
• 

o secure furt er purchases 

Inas.uch as u prov1 e several countries 

7i h industrial r ducts L.,o, it .,o 1 ppe r .o s1 le t' at 

e e ti ted et ee nd the sue c ntracts coul 

... un · r1· n ir .s. e un r1 ~ver .ent oul assume res-
po i ility for t_e ful ·1ment of these co r~ct. e pre e t 
mem ran um de ls o ly d th some sugg s+io ... s as to ex· ti g 

ossibi ities. 

/1/ is expression, ic as bee 
to Hun r, e·ns a contr c b 
materi ls elivers t em to 
actureo i e actory obt· i 
er red y et ii one 
ivered. 

.l Si 
r ' 

or nu
the or' 

ials e-



J.uri c pr..ci t of lead in · i -extr ctio fi 

u c

' for 
t e erio of ti e duri · ich the ill not receiver 1 

aterial ro do estic sources J e to ove ber l 40 ould 

yield bout 5, 

creased b~ 2 

tons of edi 1 ve eta le ~at. .. 1 •.• a be 

to :., , G~ oOii e ller f ctori s join. 

e ible ble at 1 ti fene e ible ve et le oil 

it ut iti n of y ot er ateri 1. bou one- 1~of ti 

productio, i de ired, could b converted into r arine 

: · . e . s iffened veP"etable fat ixed 1 · uer a ot .er 

l redient ./ 
ter the ar e,l.i 0 t 1e Uilf r1 sun r crop, 

ail C p ciJ.y 1 to 2 to 

reserved for 'ob- Or.1 .. ur o e 

be increas d, an even 

S 0 ve 

• llS 

e ma be 

etable 

qua ti T 

roduce 

at coi.: 1 e 

eventually 

/ob- r.i. ... 

Tis of core ould epe d 

cop vail ble . 

11 e " o t of .. un ri u.n 

e ti tion c uld be b 

tories co cer e ercent of job- or • It ould see 

that ou+ o ever 1 units of copr~, 45 units o ve et ,ble 

c-

at coul be l~ce , t t e isposal of 1i h the provisi n 

t t t e ~cs of jute cont 1 1 ,e 1 as t e 

C e t e oap- toe~ , y re l i r . 

2 . e s bar/ a ouris i p ep r tio a e 

from ea ,I. could be 1an ac11ur d in lar ·e qua.ntities fro I, 

orted re .. :, materials, e. . olasses . 

• he Cap cit of 

t e .I. rian leat er l u ver co si erable eve l 

relatio to orl r et • di tion the industr posse i.)e-. 

speci 1 u acturi met s .. ate to . .Lhe cap c · ty of 

t e 1 dustry i re- r y rs i clued ex orts of ever 1 

t usa t n of pre re le ther . e o oe f ctories ere 

ls pe to exp rt . elve 1 a 1 l le ther 

a actories h ve ub itted offer the T l oion 

Bu est or 'ob- orl . or t e i is i of ra, ..1ides into 



prepared le".ther, they desire to receive 3 per cent of 

the finis ed ra, materi 1. r es oe ctories 101ld 

expect J.o receive as much leaJ.her st ey re to utilize 

for the order . 

In accord· nee rith the of er made by the fac-

tories, t e industr 10uld be in position ... uf cture 

5 ,o pairs of .::i'1oes onth y, includL e repar ion of 

the necessary 0 t of ra hides into l ishe ther . 

'i'he ~ori.thly .rau material requirements ould t to bout 

170 tons of heavy salted cow hides /suit ..... e or sole-leather/ 

and 1~4 tons of lig tuns lted co· hi es /suit ble ·or upper/ 

ft ese, r4 per cent 1ould be turne over to u.n ary, · s 

equivalent for J.he manu act re. 

The stoe actories natur lly need other ateri 1 

besides t 1e lea t 1ers, e. ·• li in ·s, t 1rea s; etc . , 71ich 

could be o tained in t.e dotestic. ·r et . the ther 

h the t~ 1n ate· 1 require rte ta 1n of e 

Te requ·re ent for hi es shoul be delivere ro bro d. 

the t l of e"ch :ilo r of salted co, 1 es of sole-

leather 18 . 7 
' 

5 per cent, t in-contain ve ·et· ole 

J. l r• extract, nd ore ch il 0 ram o un alted . ~ 
I., 

1aes ·or 

upper leathers • · chrome alium or c ro tro 
' 

1i ~h 5 

per c.en: chromo~ d, is required . prop rt·o J.e 
1 u.nt of 

these ta in m terials 1 uld 'ave to be turned ver to u.n-

gc r . 1 e monthly re_uirement fort' er nu ·acture of 5v,v0 

s1 oes 'i uld ou.nt to 11 tons of quebr c o-extr ct c.. ,. t ns 

of c.romc aliur.i. or tron . 

4. ~ orts of 

prep red trs /pri ril ex orts of lrunbs.i s pre re under 

·un -ari n p tents/ exceede 1, 

Jr ye ro . he fur in u try a 

materials rom orei "Il cou.ntrie 

ton per l 

ost exclusively u e 

t us tee is 

for an ree ent or pro uction a int cope 

the pre-

ssibilit 

1n ind 

1 this field lso . _ea ree1 ent could be co bine .ith one 
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forte manufacture of read -made inte· clothinr, .~ich lso 

i ht be eeded b· 

5. ... he us tries . 

• ile t e capacit of the Hwi rian cotton i1dustry is occ~pie 

Jith production under the Iwirrari~ -uoviet a reement ior a lon 

period of time, t' e c pacit of the ,ool ·ustr 1s as yet 

utilised. ... e ro uction o 'tted o s J.rom 1oole ar s 

sh ul so be cons'dere 1 J.h. 
l,1 .i.S CO ectiou . 

b. 1he Hun r1an 

textile industry 1s e~uipped 1or the processin o · co siderable 

quc.. tities o ra or sy tlietic ~, rns, as ell as or the 

a uf ctu.re of' mve ,I. stocl1..i ·s a ..... d ~ . tJ. ·oo r is C O"' ... , l 1,8 ..... -

br nch of industr is l.::.>O expliqited onl• arti 11 • 

7. Jute Jem n former ye rs 

Hun ar exported conside1aule ... u· nti ties of jute -d hei:i 

sacs nd of rope 1..ers' products. ... e absence OJ. i orted ... 

jute t e ecre ~e 1 omestic production of hemJ. wid il x 

ave rend red a reat portio o 11 nuf ctu.rin crpc..citr Vc..il-

abl or reements . 

t'1e eari 

uever~l i port~ t 1rms 1~ 

pp~rel · du~tr rould e illin ~o or or 

forei n irmo' p rha 

cer 1 t e 0 1 and 

made from cotto cl 

if t ...... e cotton clot.1 

firs . 

·ob-

pro uction 0 

manu acturers muld 

frica. or er1cc..n 

1 

pb.ar ceutic 1 ct 

bee use of 1 c . .- of r 

J. i, .., 
' 

,ere 

co ection lit t' e reeme t con-

n Lt U.::.>t ies. s to cl tin to be 

a )reement coul be considered only 

l ced at t e dL,posul of .tm c rian 

or\,. a reeme .. t could be co .... cluded or f e 

be able to obtain t e necessar . ort 

o .... p• ""t >JA 

~ rl 

r1es ere .lorce .Lo SUS e ro ctio 

m .I. • 1 
11 rla • mo t i . ort nt ro., 

at ·1 s ic' oul be neede for j0b-1or .... pro uctior .... r 

1 
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follo 1 . . 

~I itro oxiphen 1 rs1n aci · /.1.or: em u acture of 

zeno e .:.o 1/ i 
ont 's roduci 

b/ pium, 13 1 s 
or , ine, or cap 

c/ Insulin oder, for t' e 
of insulin. 

d/ 'ncreas, 1, 0 . s er m 
for its m u ct em y be 

, 

per 
r· v zol. 

ivi 125 l: s of ure 
ule. 

acture f c;;,,.y ount 

ry 

e/ od i m1 i .. rop o p ate, 8 
t~e m~ u cture of a me ic 

or 

r ese are o 1 ex£imples. n ... r -

ceutical in us.1..ry is i it J b-

or~ o ~ very 1 re extent. 

11. here e 

lar e possibilities, bot for extractin natural t~ in 

na.1..eri~l and or t~e f! nu cture f s nt etic atericL, pro

vided t' era ma eri 1 can be obtaine. 

12 . •• a 

oth articles ave ee ort t xp rt items. II t e pre-

ant situ tion of urope, t ere is a tremen ·s nee r c e 

"" d 0 urniture, ana course p ellin materia 18 lso 

ver much needed . e e pl o_ the · · te ring-

om to .... et' e ri t C ice 1n t .. e es 0 be ct red 

qua J... t .,l 
' 

lun.o-.:.r ian manu C e .l. r i re n ... elli 

. i 

could co tribute 

13 . 

export oft ese 

rely .. o rds the rec vtr ction of urope. 

, e re , pt ion of the former 

ods 1.s ly ques+ion of r , m teri ls . 

1 . ron 

rec1s10 ustries . Sis ell n 
' 

the cap city of the 

above i u tries serve t e p poses of rep ratio '""nd recons re.c-

tion . Ho ever, • +- • 
1 ... ., lS field t ere re lso some br 

, 
ones 

tat re not avail ble or t ese purpose . ese c"lities 
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could also be utilized .or job- or, provided t~e ra, m eri· 1 
is supplied. 

ashin.o-ton, 

Junel5, 19 6. 
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FOR INFORMATION ONLY,. 

INCOMING C.iillLE 

W.ASHINGTON ••• ,. ..... ~ ................ TO.• • • ••••••••••••••••••• DUD.APEsr 

No.129 
En Clair 

Repeated to London No.9867 

............... 
Re your 89,repeated London 114. 

DATED: 5th July,1946. 
RECD: 19.50 hours., 

5th July ,l946o 

1) Hungarian Governoent here subnitted re~ucst for additional 
progra.r.1 Yvhich is beinG presented to Central Coa.ii ttee for action. 

2) Due uncertainty of action by Central Cor..L1itteo, and 
lir.ri.ted UNRRA fu.~ds novv rer.iaining unencur.lbered,desire you adopt 
p0ssir-1;:.stic attitude regarding outcooe. 

P.R.D.G.Distribution. 

c/AB 
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UNITED NATIONS 

RELIEF AND REHABILITATION ADMINISTRATION 

1344 CONNECTICUT AVENUE 

WASHINGTON 2!5, D. C. 

r. Louis c. Stephens 
Asst. Legal Adviser 
UNRRA Headquarters, ERO 
London, England l'tcr Rt,t) 
Dear Mr. Stephens: /t~ civJ:£ 

I don't believe it is necessary/Jo forward 
another copy of Jacobson's memorandimr"on the 
persecuted groups since we have resolved the issue 
with which the memorandum dealt. 

'Ihe question in point was whether we would 
consider as eligible persecuted groups who may 
have left their homes before 1939 and gone to the 
Far East, and the Director General has ruled that 
this group may be considered as eligible. 

Sincerely yours, 

O.tfJt ])._:J1._ 

Alfred E. Davidson 
General Counsel 



~ INFORMATION ONLY 
~COMING CiiDLE -- ______ .. _ ... 

I .H.IDl~ST ...... ,, ................ •.•.TO •• • •••••••••••••••••••••• w.,L·.lSJI.TIJ(}1'0N 

No. 100 

(En Clnir) 

Repeated London 127 ________ , 
Personal La Guardia frora Sommer. 

D. 26thJune , 194-6. 
R. 10.16 hrs. 27th ,Tune , 1946. 

Have not.ed frequent references your interest world shortage 
fertilizers. Hungary has plant part±o.lly destroyed by bor.ibin8 
capable producing 80,000 tons fertilizer annually. Plant now 
producing but l,lB.Ohines which produce basic chemicals completely 
destpoyed. If UNRRb. could offer immediate assistance 20,000 tons 
fertilizer would be available export by Autunm and 50,000 tons 1947. 
EstioD.ted cost reconstruction approximately four million dollars, 
largely ran.chines and building materials. Would require six months 
to rebuild plMt. Meanwhile if 23,000 tons nitric acid and 7,000 tons 
ommoni'U@ available from Poland could be imported, 50,000 tons fe±tilizer 
could be produced this year. Hungarian Government offers to consider 
all runounts advanced ns loan and would repo.y in fertilizers for export. 
This project in line with Administration's policy rarely implemented 
iraport materials for processing within one receiving country for 
purpose export relief uses to another receiving country. Urce that 
if four ijlillion dollnrs is not nvailable for reconstruction that at 
least the raw materials be imported so that fertilizer may be manufac
tured immediately. If· UNRRA unable to help would International Emergency 
Food Council be interested? · 

P. l<. D. G. DISTRIBUTION 



.. ... 

i~ J,/ Ii I .. OTIO!i, OFFICJ;J OF P,R.D,G. 

~~m .
1 
........... , .......... ID ............. '. i'.~. ·:l~~::N 

N~_j_gQ 

(en clnir) 
'I' 

Rcpeutcd ila.shington 

• Dated: 21·s·!; Ju.nc 1946 
Rec 1d: 23rd Juno 1946 

12. 03 hrs. 

35i-~~l-
object impression fven pn.ru:._;rn.ph F a.nd G section 2 your 

Svg 11 referri~ your 6~
1

~-a.shint~ton. Children cspeoia.lly in 
ci tics not feel 11bctter thnn minimum existence." Even tho~h o.11 
indiccnous a.i.1d forei1..,'il o.ccncics uivini preference expectant, nursin~ 
mothers, chilc1ron, been.use extreme scru:-city ~1roper foodstuffs only 
group a.ssis tecl 1Jy J"DC found rocci vin·~ moro tho.n 1,000 cn.lories do.ily. 
S]_Jccio.l a.ttcntion this Llroup with [.;Ood wen.thcr conditions, some 
:iuprove1:1ent due 3ordon sup,>lics rove brour::;ht high rnortolity rn.te 
le.st winter especio.lly :Judo.post to nornoJ. 91/b now. Ho.-,ever, unless 
resistn.nce develop now and livin~ conditions ir1provo, rate uound 
incren.sc next winter. 

_, Minors n01-1 receivinc preferential WQ3Cs a.nd ra.tions and we 
consider this t:roup so.r,1e priority n.s niners industrin.l and other 
workers and tha.t they require pnrticuln.rly r.1ilk, suenr, proteins, 

., some fut. Stn.teuent pnra.t;rnph F "impossible prevent considera.ble 
resale UN.RR..1. foods" unfounded. 

Ro. your 97. ·.re and Governnont understo.nd inclusion heavy 
workers vru:-in. tion not extension UNrn.-u~ proe,,rammo. 

JG/ID 
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OUTGOTNG _.Q[~. 

L'G 25/12 . Copy F . ORIGJ1'Tl:..TED BY: Off:i_c:c of the 
Gcnc~Ql Counsel. 
Mr Dudley -i:o.rd . 

LONDON . • • • • • • • • • • • • • • • • • •• TO . • • . . • • • • • . . • • • • • • • C VY.H .. SII~]~ G TCTi 

No . 7529 
.En cla.ir 

Dc.·widson from ·ward. 

D.t~TED : 19th June 19~6 
17.45 hours • 

............ ~., ..... 

Although Director General 1 s letter of 13th Fcbrtu.'..ry to 
:Iungari nn Mini ster conto.incd no specific ref£rencc ,:;o use of 
loc..-:1.l currency proceeds for fin::i.nci.11.g trC'..JlSi t t1NI·illL supplies 
t.:t,.rough Hungary presvmo you agree we can call on suc~1 proceeds for 
this purpose . Ple~so confirm urgently. 

ID/IPC 
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... ot.1.on. - IJ.O .. S. 

DlJTu..i?ESi£ ~ r ,. ... r- ,.. ,.. ,:, • ., ................. TO, ••••••• ct, o ................ -.. t.L..s:I-II:NGTON 

No,.. 89 

( EN CL.L>.IR ) 

REPEi..TED TO: 
LONDON No.-, 114 

L .. IGU.,..RDT. .. i~8"I SOMHER. ____ , ... ..._~- - ............ __ .. ......_ __ 

Dn.tcd: 19th Juno 1946 

Rec'd:- 21st Juno 1946 
1614 Hours. 

1. UNRRii. 1 S shipments scheduled arrive Hun~ory June and July should use 
des::iern+.o Food situa.tion these nonths- · .. ha.t Harvest expected to ran.ch 
60 to 70</o pre wxr level ond Drcn.d. GrD..ins will not prosont n.cute 
problc1.1 ca:i.:i..'1.~ yeGJ:..•Q Situo.tion other Focrls for 4 7 0001 000 non 
sU]_)plicrs will doteriorn.tc rn.pidly bcginninr; .Li.U::ust. ii.dditiono.l 
help Hlmcar·y ~ur:,t bo o.llocc.tcd. if assistance ~ivcn so for is not to 
be wo.sted~ Cho..otic winter locoin~. I believe it il::rportnnt tho.t o.t 
leo.s-t Fa.ts, St;t,n.r, Milk ond Uen.t o.lloco.tcd. Hun~o.ry in sufficient 
quantit:.cs prevent stD..!'vo.tion. Fa.t shortnges uost a.cute but Sugo.r Milk 
nnd Heo.t o.lso despero.tely nocdcda Do.sed on lowest possible cn.loric 
stn.nd.o.rd. ·1200 noruo.l consur.1er,1800 Childrm,2000 for Industrial Workers, 
2500 nco.v1 \lorl{ers ona. Miners urr;ently request o.c:1ditionn.l o.lloco.tions 
to Hun,:;n.ry fo'!' f ol~owinr; Food Stuffs. F.1.ill 7000 tons Mcording to Norn 
Lcn.,~ue Nn.tions 70000 tons vould bo necess::u-y to meet consun.ption 
level Huncru:-y 1938 35000 tons necesso.ry Su..;o.r,5000 tons Lea~uo 
No.tions Noru., 7,4500 tons 1938 Hun~o.ry leltcl, J.i.8000 tons 1Ii:U{1 1800 
tons Lco.~e No.tions Norn 17500 19,38 Hungo.ry level 16600 tons, 1ioats 
7000 tons Lco.gu.c Nations No=:n 105000 tons., Hun::.;arion 1938 level: 
70000. 
319 Total vo..luc i tens rc~estc.<l o.s per list received fra:i ·.,n.shineton 
SuIJ'ply Depo.rtr.ient og_u:tl.s 7000 tons Fa.ts dollnr 20-520 .. 000, 5.000 tons 
Su3o.r equD.J..s dollo.r 580. OOC 1 a 800 tens of Milk Pa.rd.er Skin nnd whole 
Milk o.vern.ge dollar 1.1~000, 7.000 tens of eo.t dollo.r 2.100.000, 
o.pproximate cost dollar 6.33)+.000, Further Hod.icaJ.. ,,. ssuronce o.bsolutcly 
necessary to prevent unnecessary dcn.ths fron lack of }fodioines o.nd. 
Equipment un-t:i.J.. o.rro.nce11cnts CD...Tl be 1.1n.d.e for future stcndy supply of 
o.bovc;) Dolla;c 330.000 oJ.loco.t(Vl for present proJOJ'l is ho?clcssl,y 
inacloquo.te. HospitoJ.s Orphn:no.Ges and. other l;,1stitutions despern.tely 
in need of tox-~ilcs, special. Info.nt Foods, riinor Eqµ.ipoent o.nd. Biolo~icols 
shoJl h~.ve pro(:;I'Lu.1 rcn.d.y within few da.y s spocifyinc urr;ent needs in dcto.ils. 
VoJ.ue o.bout one and hn.lf nillon. 'dill includ.o R~H Ma.toriols for Drug 
o.nd Diolo0 icaJ.. Fn.ctorics here nO\/ sta:nd:ing idle far ln.ck Rtlw llatcrinls or 
Forei[.71 Ored.itso This o.rt sell finoncio.1. by return of finisheu products to 
be used. in Relief lJed Supply Prog:-cn • 

/lcliovo. 
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Dclievc nJJ. lied Supply Procureoent na.ttcr of few nonths a.bsolutc 
necessity until thlnas cot better here,, I cmmot rcitero.te strongly 
cnou3-h the need for this Rl;: ief for Hunc.;ary a.nd eupha.sizc the fa.ct 
thnt Jvhis vill cover only the barest ninirrur.1 needs. ;.., pro3rnn cl.oublc 
or triple this nmount is reo.lly necessary to prevent nuffcrinc nnong 
those ~n the , _ _;1·cn.test need. Henbcrs of IJY Hission D.3rec with oc 
thn.t it nppc:irs to be poor cco ooics to i~norc J.;ho .L1o[:-I'icul tura.1 
Potcnti::ui tfos of Hun2ary vh~ --:h prior to the ,mr ,ms a. Praportionn.tely 
lnrGe .( ..;r-i.culturn.l c:iq:>or"!iing country .... o-cho.b assistance if given 
to Ht.mff"'"'Y r,c:1ld rest'.l t in relief not only for HUJ.1Gary but for other 
Euro-_pcnn. C'JU.nt:;:ies mq,1ected to suffer in 19l1-7,. If foreco.sts of 
contin ,.::i.tion of the Food Sllorto.ccs nro correct. Grct'.tcst needs nre 
for TracJv,J.['s, Plows, Hn.rra;rs, Dro..y Horses., S'pra.ys, Seeds, Pa.ckin~ 
H terfols; ::3reedin.:; .. .nina.ls, Fertilizers., if Ro.,r ¥a,ter~ils could bo 
shipped un.m:,fo..cturc Fertilizers Hun....,o.ry cnn export n.s estion.ted 
40.000 tms. IIunGo.rinn Govt hns subuittccl i)lon bnsed on dollar 
10. OOJ,, 000 p::::-or;OJ:i doll "'I 20. 000. 000 pro~ru:.1 dollo.r 40. 000. 000 
l)ro;sr~u anc1 is prepared -to export 50% of nll proc1ucts in excess 
of thin ycm-s prcductiono ~ ·a-chub a.ssistance 6ivcn Hun[;arian Govt. 
vill if ;1c:0css. xy consider it n.s lo1m a.ncl anortize over scvcrru.. 
yc1.r·s tb.rouch cxport:i...'110 .L1o::.,Ti.::rnl turnl l)rcx1ucts. Plc.".sc indic.1.tc 
if interestcc1 b c1ctn.ilccl j_)lrms., c..c.visc ns to l)Ossibilities of such 
ll prOC-t"lU7o 

P. R, D. G. DISTRI:JUTI0N. 
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• .~ncln.ir 

Y·.rnr 8132 Agree, Burhp\::st infor:1oc1. 

P.R.D,G. DISTRIBUTION. 
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Datud~ June 14th. 1946. 
1652 hours. 

Ro our 6602 to 1,;b. shington r c:;_1ea ::ed Buda~)est 74. 

Doth fash:i.r..r;ton and we feel j nclUEion htJn.vy \,ork-..:rs sooewha.t doubtful 

bi·.t :!,l': • ,convi11ccd reasons adoqua.te vm would no·i; object. 

You will r ca.lize this is a. vc.ria. tion a..1d not repea. t not 0.:.1 extcni;ion 

of U~U{RA progrru::nne in Hunga.ry. It is EGscntia.l you ffi'.lke ~his perfectly 

cle~:.r to 1Iu..""lga.rio.n Govcrnnen t. 

• _.,, fjLE 

I'rtffi DISTRIBUTI ON. ---
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Ac'tion: Office of P./.n.':: l_ 

Hr, ·vood.bridge. 
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No" 3132 

En Clnj_r. 

YOU!' 

~ . 
r- / 

66~-ld 6749 feel inclusion 

Dated: 11tb June 1946 

Rec'd 08.53 hours 
12'th j·une 1946 

heavy workers somewhat doubtful 

under Hungarian agreement but in ligh-c a.greed view Mission n.nd 

Government would not n.t this time propose to objcc-c. If you n.grcc 

pleo.se c ommunicate this viev" to Missiono Wish to avoid a.ny implico.tion 

thn.t U'NE"lt~ s-to.nds:... 1..·~1• .1.y to expand soopo of HunGn.rian progrnm which 

might resul-c frcm failt:re to object -cho.t heavy workers n.rc not strictly 

within cn:tegories to be hol?cd.• 

._) C/Piv 
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~_9-9 

(~ oleir) 

Dated.: 6th 3uno ~ 9-4-G 
Roe I a: 7t~1 J\rn.o ·! 91.1-G 

16,.l.1-::i 'i..:cs, 

--------------

Hungarian Government raises question rega.rdine payment trans~t 
cpD..rges Ul-llffiA goods shipped through Hungary various recipient 
countries prior to Hl.mgary UN:?.1:?A agreement1 These cla.ir.1s total more 
tpan entJ..c . .: fu...'1a.f' so fa.".' clloor.i.ted Ht:ngro.•y, Ploo.::;e v.dvise~ 

B/ID 
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OUTGOING CA:DLE 

.~ J(,( Originn.tcd by: P.~.D.G.Officc., 

. ~ /... Va-. Wooilh~~c .. , . , 
L01@1f ••••••••••••••••••••• TO • •••• • •••••••••••••••••• ,~:t .. S~ITr~GT01 ! 

No. 6749 
En clnir 

Do.tod: 30th :May, 194-6 
Da 22.14 hrs. 

Rep on. tcd: - - - - - - - ~ 
Duclo.pest 11 Savini. 

•• 
Sec our 6602 of i..::n.y 28th, r CJ: cn.ted llicl~:._1est 74. 

- ........ _,:,;;~~~~:"='=....,.....,_,.....___._........,~....u .................... ,....._,~tcs ho believes thD.t 

~iis vicy1s based on follo\r.i.'nc . 
(n) n.,'._'riculturul production n.l.)Ol1t 70:i of pre ·mr, o.lnost enough .-dth 

n. li ttlc cacourCL:;encnt to fee cl cotU1t:..~y a:.1J. even }?roviclc sur:>lus 
for c;c:.:1ort. Substnntially increo.scd collections fro:.~ f'o.r.~ers 
not possible unless they receive souc r:nnu:Cn.cturecl nnd inclucc-
r .. ont goods and drustic decline of collections qui:be l)Ossiblc 
if present supply of r:ianu_fnctured goods not r:mntcincc.. 

(b) though c.1.po.ci ty a.bout OO;o of pre·.ro.r., o.ctual level of industrio.l 
p1 .. ocluction only nbrut 30%, barely enouGh to su~:,ly sufficient 
goods to induce fo.rr:1ers t ·J 1:>nrt ,r.i. th o:ny substant ial supplies 
of food. 

(c) chief lir.ti.tc.tion of industrin.1 production is 11.c!c of coo.l. 
Any decline of coo.l procluction uould o.lraost .. ntirely olir:d.no.to 
inclustrial production been.use clba.l rcqu:i.rc1.1cnts of public 
utilities and railroads r.ru.st be 1-:ct before tl1osc of industry 
hence ai-iy decline of coul production '.1ill lir:d. t industria.l 

production which will i:1 tur-n r..dvorsely affect food collection. 
(c) It is therefore imperntivc to r.udntnin health of 1:iners und 

off er then sone incluccr.1ent to r.nintuin and incrcn.se production 
of cool 

(f) SuJ?1. ly of' tn-TRRA food to heo.vy rrorkcrs r,lD..y r.inke 1.1orc food 
a.vo.ilable for oo'!iher child :invo.lid n.ged group ,mcrcn.s lim:i. ting 
its distribution to thn.t group r.1£1.:' r.1eo.n that in the lone run 
there rr.i.11 be less food available for it 

(g) Furtherr.10re t:iis group nm, feeding wi. thout help of tn'ffiHA on 
a better thnn r.ti.nimun existence level hence except ,,here 
handled through institutions it Yli.11 be i:apossi ble to 
prevent considero.ble resale of UFRRA foods w~u.ch will 
certa.inly not achieve clcsira.blc result. · 

(h) Foods bcinz supplied not partioulnrly acln.: ted to needs of this 
GrOUP nnd in mn.ey cases nore su:i to.ble for heavy -rorkors • 

.3. We SU£;::cst you consider these rlC",/S before a.ctiiig on parn[;rnph 5 
of OUl~ 6602. 

JS,/nCJ 
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.i..ction: Gener l Counsel. 

L,UDQEST. • • • • • • • • . . • • • . . • . • . ...•• TO"' •••.•.••.•••• I) I\. • ~ ••••• WlIDON 

En 01',ir~ 

Dated~ 20th 1-~ay 1946 

Rec'd 09005 hours 
29th M8y 1946 

Persornll for ?.Re, D. Go from Somrae:..~o Re your 63a Report that I 
hav-e -:;,ressed Hunccrinn Government for Mor3torium food deliveries 
ridiculo·...:.s. HungP..rian Government would ha,,e no authority to -;:-iut 
1flora.torium into effecto Discussions re resolution 91 held as result 
specific request for c:L,.,rificntion from members of Government • 
Durin,1 discussionn I infonned Government that I vmuld ask London and 
'ivashinr,ton for clarification. I have asked for specific instructions 
from both you and LaGuardia. Fully aware I cannot ne~oti"lte re 
resolution 91 at this level therefore have not approached Russian 
authorities. \7ould f!l)preciate clarification re resolution 91 as 
a ylyinr, to Hun~ary soonest~ 

M/Bri 
Distribution P.R.D.G. Limited • 
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6602 Dr.tea 28th day, 
( en clc.ir) 
~?.epcc.tcd Dudr..pcst 

D. 18.40 hours 0i ~ 

---------
Your 6709 of 21 • ,r.y. 

1. Budq;icst to ifr.shington No • .50 of 17 ,:J;;."-Y should bo 
to l~o. 42 of 13 1,i.,_"'s-• 

2. Ccntrrl Connittec Resolution rel'..ds ''suprlies for persons in grer;tost 
need such o..s •••. . 11

• Doth :.fission r.nd Governnent inte1~:.,rot this to 
i.-iec.n thr.t the c.'.'.tegories d'tcr the II such t:\.S 11 ere given t:'.S exru:.1ples 
rnd not repcl'.t not c.s l:i.nits. Doth believe they ere free to deter",une 
persons in c :i: er.tcst need in torr.1S of locr.l conditions. 

3. Govcrnncnt believes hcc.vy ,rorkers should be included c.nd is 
vigorously prcssinc Hission to a.grec. 

5. 

Govcrm1ont c.nd ?iission believe thr.t : 'our f'.greencnt to chr.nge procrrm 
to inclucl e fr.ts .'.'nd other foods not pr..J..~ticulc.rly su it.'.'ble for 
expectl'.nt c.nd nursi!lJJ nothers ruid children is in effect [:;rf'nting 
r_pprovcl to incluzion of hec.vy workers rnong those elicible for 
receipt of Uiffi.Ri. goods • 

If you believe distribution should be l~:ri.tod to certcin groups 
r..nd not to locclly determined persons in erec.test need, you should 
give prompt nnd specific instructions to Mission in order to nvoid 
serious rnisunderstc.ncling. 

ks.vmb 
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tanley SoDDSrl, Es4• I 

Chief' ot UN ffiA l{j_ssion to Hunga.r,y, 
dapest. 

Dear 

May' 27th 1946 

I have giwn oaref'ul oonaideiation to points conoernin& 

Resolution 91 raised in your letter of 11th May and I think that the 

first thing to bear in mind is that the Administration's duties 

under that Resolution are restriote4 in the f'irst instance to 

reporting to the Central Committee which alone is authorised to 

determine that the comlitions referred to in the Resolution exist. 

It is not for t.blt Administia tion itself' to raise the matter with 

GoYemments or with military forces uni;il the venliral Committee 

has oonaiderecl the question. 

There is also, I think, considera le doubt which I lmow is 

shared 'by ashington as to whether Resolution 91 can properly ee 

regard.ea as applying to countries in which the AdJninistration :is 

un rtak1ng onl.f a restricted programme and not a f'ull aoale 

relief' prop-811111119• Certainly, the whole tenor of' the Resolution 

would suggest that it applies onJ,y in instances where the Administra

tion ia reaponsible f'or all the relief' imports. 

th regard to your specific question conoeming reparations, 

the Reaolution, of' oourae, &>ea not refer clireotly to reparations, 

nor was this au jeot raised. in the oourae of the de\ates at 

Atlantia City wbm the Reaolution waa paasei. I think, however, 

it is true to aa.:s that it was not then oontemplatn. that the 

Reaolution -.:,uld apply to reparation• and the tems of' the 

Reaolution \ear this out since they refer merely to the oonsumpticn 

on the spot 'by ooOUJ)yin& milmr., forces of indigenous resources. 

I think that it ia reasona\ly clear that the Resolution is 

directed toward looal. CODS\DIPtion · oooupying forces actually 

in the country and that it is not intended to apply m reparatiOllS• 

I am not sure what your particular dou\t a-.Out Section III 

is, t I hope that this letter makes our view of its operation 

clear, n81118]J' that the Adm1niatra.tion' • duty i• in the first 

inatanoe oonfine4 to reportin& to the central Comad.ttee and that 

it is neither au ae4 nor required to take any direct 

' /ac1.S. • • • 
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action itself until the Central Committee has dealt with the matter. 

Yours sincerely, 

KA.A/ARP 
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Attached hereto is copy of Cable d53 trom Budapest. 
l 

1aahington is replying to thia and the reply numbers are:-

Budapest 'Jf 78 and London 7208 

Washington cable Division p0 
per Col. A.G.Katzin's request 

-
~ -u 'u:J ye,.... I 

r~· 
h.!~CR ---i 
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confident l d 0 r o 

• 
as yet, ho er. 
cf UNRRA to negotiate 
Union# and tor qu t 

DIVISION OF ADMINISTRATIVE SEijVICES 
COMMUNICATIONS BRANCH 

CABLEGRAM 

53 

t 

U ntcd 

22/5/46 - 12:32 

CABLE SECTION 

• • 

:1 f'ro So r, for La.G rdia: 

re 
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NOTICE: INFORMATIOM COPY ONLY . ACTION TO BE TAKEN ON ACTION COPY IN HANDS OF PERSON INDICATED BY (•) ASTERISK. 
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~lJTh.~EST ~ •• " .. ti ••• ~ ••• ~ "' •• " ••• T J • • ~ •••••••••• o .................... LOt ,i D01i. 
No. 67 o (E.n clair) DateJ. 15th lVIay 

1
1946. 

1 J 
/· 7 

Re your 35 * and 40 .¥..l'f. Urbe rcconsiderati~10 

Rec'd: 0912 hour3, 
16th May, 1946. 

Decision most unfair 

~garian G:::ivt3rr.unen+,. Entire transaction due .failure UN.RR,:. provide 

tra."l~po::.~ta tion despite F,;: brtw.ry requisi ti.o:?::s. Aou·'.Jo transportation 

problem rem.,.l ted attempt i;et tro.nsporto.tion locally. Hungarian 

Gove:r:1mcnt at my req_uert securec1 v-ebicles in good fa::.th vr.i..th under

standing rciinbursable. .1?J.en.se accept proposal our 51. ~-1.dvise. 

Origi_:r.ated by Col.i:!i..1st~rb;-ool( (In) 
·• 11 .,11r. Hn.b 01 e \ 1.Jl\IJ 

C/Gt'lR • ... 
.hsslgned Col. Eastc;rbrook (IH) 

Dlf. 'L~1:1u,~:r ::n :i 
.1...,~H. D. G. :JISTRIBUTION. 



UNITED NATIONS 

P.R. :) G" s 
Ot-FIC~ 

RELIEF AND REHABILITATION ADMINISTRATION 

, 4 
1.,0 <o . 

VIA AIR MAIL 

Gene~al Sir Humohrey Gale , 
mq European Re ional Office , 

11 , Portland Pl ce, 
London , ~ . • 1. England. 

Buda est, 11th Jay 1946 . 
11.ndrassy- ut 78 . 

..... 
i y dear General Gale, 

<' ~ ~~----~-' 
I cm tak n,,. cJ.dvanta,...e"'-,-.:'___.._,_~ 

B lo h ' s return 
-=ma ask'n,,. for• 

•oblems. 

to Loncton and e ttin som, news to vou 
ou• counsel in solvin a fei knotty 

Our eception here has been ex
tre e 1 y co di c:ll. : ot only h s the Hunqa"" hm Government 
acceded to every re uest but individual rrc;robers of the 
Government he.ve pe fo · .cd many acts of hospitalit-r and 
friendllness much beyond ou• exoectatioYJ.s . iembers of 
the ..merican and British fission , both civiJ and militar , 
have also been most kind and all of us are ratoful for 
the oppo ·tunity of workin unde~ such ~icable condit1ons . 

The ussi n ~e ber of our 'ission, 
Colonel Zvolinskij, has used his i;rood offices to secure 
th.., cooperation of the Russ an authot' ities ~rnd , all in n.11 , 
we are lookin for¥.-ard to n intcrestin albeit complex 
ex_erience. 

One of the thinrs 1hich has caused 
me sl epless ni~hts has been the p""opor intern""etation 
of Resolution ,o . 91 . I have asked~ lo-h to ~ive you 
full a tlcula s of the resent situation here and he 
has some ext~emelv weil - worked out firyu es und notes on 
the subj ct . 1 would a ticul~ ·l r like an inter ""etat · on 
of ~ection 3. hich appears ~mbi~uous to me and I shouLd 
also velco e some enli htenment on whether this resolution 
applies to re arat ons as well hs to tre feedinry o the · 
ar ies . 

hil, I fully realize that the 
Hun ·i n Gover·nment h s si nod rev rations ree cnts , 



UNITED NATIONS 

RELIEF ANO REHABILITATION ADMINISTRATION 

VIA AIR MAIL 

I cannot help but feel th t in tho p •ese t -rood crisis 
an tt .,pt should be mo.de to innuce tte ussio.n Govern
ment to rrrant the Hun ari ns a t'l'JOT'citoriu11 at least while 
UNRR ,._ food is beinr- shipped into the countr . It is, 
of course , obvious that if UNRR shi s food in ~~d the 
.uss 1ns take it out we, in ef ect , a•e not feedin-
t1un ·arians but Russj ans. ,~ould there be an~r possibility 
of deductin..,. such food items as are taken out of the 
country from the Ukr ine or Brelo_Russi n allocations? 

Another burn n auestion is in elu.t~on 
to the ossib'lity of 1 ,...ricultu c,;i.l t:eh:1.b litati n 
assistance . . ost of the recent directives I h ve see. 
f'Y'O".:1 both London and .ashin ton appear to be enc our a in 
expansion of this ty e of ro,...ram in recipient countr es 
~nd it t~ikes me as bein~ re rettable. that in at e 
of wo"'ld foorl sho t e, t:;h t Hunl""a ,y one of the propo -
tion....telv bi pre- wa a riculture.l expo tin,,. countr·es 
is b ~ in,,. n0 le cted, r · ve alre dy cabled to the O ask-
in,.,. fo help for Hunrra-i-• , o ntin out tliat evon r1i th a 
s .·all amount cf -~ssista ce Hun"'ary mula be tn a position 
to help nei hbourinr countr .es rlurin the cute r1or7 d 
shortQ-oos already predict d for ~ithin the next day 
o .... t·m I shall cable to 0,ou and to Mr . L Guardia , 
givin definite proposals on what could be ccorrolished 
with a. rel tivel sm 11 investment . 

You no 'oubt realize th t the money situat on 
here is fant(..l.stic. Inflation h·l.s complotel;r ju ued the 
barr· er and money which ·1e receiva one day s wo •th onl 
h lf as ~uch the nextr 

I h.ve asked Dr . o lo h to discuss the rob
lems ou lin..:id, nd so e others, vi th you and I would 
reatly a preciat.., it if you •vould {t,:; it ossible fo 

him top esent ou.,,. c se to those -:vhose funct·on it is to 
make deci~ions in these atte.,,.s . 

I ho e that you shall soon honor us ·Jith 
a visit a.na I should like to take this opportun ty of 
thanki nr you fa· the most k nd "'ecenti on I d the e -
bers of my staff received in Lor!don wh le en route to our 
assi nments . 
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WR INCOdJ)TG CA.1lIE ACTICN: Ros~ Dept., 
WR. Division 
Col. Charley., 

DlJDJ\PES T ••••••••••• , • c., ••••• ~ • • • TO •••••••••••••••••••••• LOW0N 

No. 50 
(En Clair) 
P.epe~ted to 
StockholL1 1v'i.isc. 4 

D. 4th May, 1946 
R. 6th May, 1)46 

10.50 hre o 

Prirae Minister Sv7eden answering cable Prime Minister Hungary states 
"Swedish GoYernment prepared do its best facilitate Huncarian Refugees 
re·~:u..."'i'l the::Lr country and has been ne3o·tia ting very long t:IJ,1a vr.i. th UNRRA 
to f~nd solution of transport probler.1" 

Hungarian Minister to Sweden while in(?) jJudapest discussed matter with 
and reques·~ed our assistance. Have rc\~ewed entire subject wiyh Dri tis 
Mission of .J;\.CC who oabled Troopers also CRX Derlin "DMM/982 . Restricte 
UNiill.A. representative Dudapest have raised question repatriation 1600 • 
Hungarian Government claims only about 400 &esire return already registe 
H'Jngarian D.P. now living under UNRRA. auspices in Sweden. Have ai:sreed 
s·-.l88est to you that these D.P 1s shipped Dritish Zone Germany and sub
sequently fed into Huncary frog there with regular D.P's whoe repatriati 
f'ro~ Dritish Zone shortly beginninc. Is scheoe acceptable to you, ifs 
when could it beein. Grateful your cor.iwents," 

Since r.'Oveuent H~arian D.P' s f'roo Dri ti.sh Zone Gerr;1any imminent DMM 
suggestion a::pears practical, Please lend every assistance expedite. 
Hungarian Government nla.il~lS ready receive repatriate. 

MAC/NE 

J 
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OUTGOING n.tJ3LE 

LONDON' •• •••••••••••••••••••• 

No. 32 
En n1n.ir 

ORIGJNJ.TOR: Office of the Gen. nouns el 
lt:-. K. A. llickin 

TO •••••••••••• ACC.. HUNG.ARY FOR UNRBA -
BlIDLPEST 

D. 3rd 1:ny 1946 
DES : 2740 hrs. 

1. In absence of any opern.ting difficulties with either 
Hungarian Government or ACC we think language quoted your telegrar;i 
sufficient. 

2. If any difficulties arise throuGh Hung~rian Hovernment being 
unable to co..rry out its obligations under the .A{(reement because 
of ma.tters covered by Agreement being reserved by illied Council 
and not within authority Hungarian GovernrJent , further approach 
to AOC 11a.y be necessary~ 

3. Therefore would not reco1:-mend pr ..... ssing .t\!;~ for more precise 
statement at this stage. 

h 

MAC/IF 
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INCO~ :rNG c.A:.,LJ~.: 

DUD.P~~ST •• ••••.••••••••••• TO • .•••••••••••••••• LOIIDON 

No. 4:i 
En Clair 

D.. 2nd l ,hy 1946 
R. 2nd .' -by 1946 

182 hrs. 

---------------------- 1't-
~J) 

G..lc fror.i So1.11.1or~ Your Nui,1b0r 16. Hnv1,; roquustod ACC 
forr . .o.l n.1111roval oxch~.n~~o letters necessary n.ssurn.ncos . On 
Larch 16th .AOC n.ftor porusins exchn.n,c;e letters vroto Hun~;.'.lrian 
Govermj.).ont •~.Aeo has no objection to tho conclusion of the 
contrn.ct ,11.th u;:zU\ by the Hungarin.n Govornrncnt". I fuu: this 
1.~1.~_w..::_;c ru1ibiguous. :4p1)rocin.te your advice. 

JS/IGT 

DISTl-ITJUTION : P.~"\.:O. G.Lir.1i tad • 



FOR INFORf ~ION ONLY 

INOOI,iING C1.:iJLE • 

... ~ttcnticn:- Sup:Jly Dc;_)t. 
Div. II .. 
Dr. "G". 
lir .. Dnrkc. 

13lJD.,L~EST ••••••••••••••••••• TO ••• , .................. .. ~:..SH:INGTON •• • ., .... •. 

No. 28 
(EN CL.-..IR) 
Repeated To: 
London. No. 42. 

'7 

Do.tad: 2nd Mo.y 1946. 

Rec I d: 3rd Mo..y 1946. 
10.25 Hc:urs., 

• -lla..Jr rur 11 re co.t a. London 419 2.~ :- l!UNG,JlI,.N SE JJ 

0

REQUIRGbiENTS, 
Do not understond request to develo) Seed Progrrun for HDNG • .RY. 
Authorized. pro3rrun of opero..tions - o.s received here to date includes no 
bud~et fer .,\GREH.:JJ. Ministry of u~Ticul turc Represento.tivcs here 

•· 

state too late for :pror;rn.r.1 this yeo.r, but tho..t lful~G.i.RY uill despero..tcly 
need Seeds for 194 7 plcmtin~s. If i?rogrnn ho.s chon.r::;cd to include 

... .GREH.J3 o.dvise us soonest o.nd vill do o.11 J:'ossible develop progr 
us requested" If this ncccsso.ry rccor.u:1ond y au send nr.n soonest. 
Toto..l suppl'; force here 2. Forwarding GovcrnrJcnt Statcoent on 
avo.ilable surpluses o.nd future needs. COJ?.Y o.lso to Landen. Re 
Surpluses sec our 29 repeo.tod London 4' ~. 

!ft: Not yet received London. 

JG/CG. 
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United Nations Relief and Rehabilitation __ Administration, 

Dr. Y!illiam G. Welk, 
Economic Adviser, 
U:NRRA European Regional Office, 
London. 

J .].·· 

Budapest. May 1st, 1946. 

. .' .~· . "':• ··~ ,; . ·, .. 
My dear Bill, 

This is the final part of my impressions • 

IL The l)roblem of stability. 

It is ob_vious from the conclusions of the preceding section that the 
solution of the economic problem in Hungary depends on ~olitical and not 
on eoohomic factors. It -depends on the relations of the Hungarian politi
cal parties to one another and, perhaps even tea.greater degree, on the inter
national political situation, on the relations of the three Big Po,1ers. 

1. The internal political problem. 

The Armistice between Russia and Hungary (the former acting in the 
name of all Allies) ,·.ras concluded on the Hungarian s,ide by a few generals, 
who went over to the Russians ·at ·the ·command of Admiral Horthy., but v.rho 
either did not try to take over or did not succeed in taking over, a substan
tial part of the Hungarian .Army, which continued to fi i;ht on .1ith the Germans 
and was eventually captured ·in Austria by the various Allies. 

A '.National Assembly and a Coalition of four "democratic"· parties Y1ao 
formed during the period of liberation by what may be called Local Councils. 
The Cormnunist Party; for obvious reasons, played a predominant part in this 
coalition, which embraced all shades of opinion. Soon after the complete 
liberation of the country, elections were held on the basis of secret ballot 
and adult suffrage. This resulted in the victory of the extreme Right 
party of the Coalition, the Independent Party of Small Landovmers. The 
Communists and Socialists r.rere reduced to a minority. 

. . 
If these results demonstrate the freedom of the elections, they also 

indicate the shock-effect of the occupation of the country by the Rus~ians, 
which was and remains profound. Could the elections have been staged prior 
to the occupation, but .after the defeat of Germany, it is probable that the 
parties of the Left would have :,-;on a resounding victory. . It was inevitable, 
however, that the Communist Party should be regarded as having the most 
intimate connections with Russia, al'J.d it was not less inevitable, therefore, 
that any discontent arising out of tho facts of ocoupationt uhich especially 
in the first period Here extremely unpleasant, should be visited on the Left
Wing parties generally. Nor must it be forgotten that the si10eping land
refonn created a ne\, and pmwrful vested interest in the country Hhioh, 
though opposed to a restoration of the status quo, r.ras no less averse to a 
continuation of social experiments, and especially to a further threat of 
socialisation in agriculture by way of establishing kholkhozes. The 
surviving elements of tho Fascist or Nazi regime necessarily voted for tho 
small-holders, a.s they were the most conservative pi:i.rty ,nth any chanoo of 

ouccess which took ••• / 
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succooa '.7hioh too1• p2.rt in the eloction8. Con:.;cqucntly the character of 
the Sma.llholdcr::; Party, \,hich \:ao an oppo~i tion pcrt:· pure and riimplc before 
1939, changed, o.nd •it nm: rcs0mblo .... tho•;e vact "uartien II of heterogenowJ 
composition \:hich i,Gre c.. foc.ture of the feudal-fc..;.;cbt regime in Hungary 
befa oon the tt:o ,:o.r::::. 

The lcader:.:hip and progi~nmrne of tho po.rty :::till banea itGolf on tho 
centre, the Rc.dical Srnallholder:::: and tho Gmaller or oven land-lees pea~o.nto. 
But it is by no mean•, c0rtai11 •.hethe:c thi3 centre ha::i not loot the mn.jority 
rr.i. thin tho po.rty. The Left Wing of the SmD.llholdcrn ... \:hich .uG at leru:;t 
ideologically very important la.at yco.r, h-'l:J no\i ~ t.~ :.·--: ~Q' cctiid.u•able 
backing. 

The proble,n of r.:;action and a pocoible counte1~-revolution i::i by no 
moanQ nim~le, and it is intim~tely connected ~;ith tha problem of state 
machinery and more especially of buroaucrc.cy. Aft~r 25 yc~rs of more or 
lean reactione.ry ~nd increnoingly fa::::ciot govvrnment,~, the selection of the 
cx--pert::; by thi.; nei: rogimo in more thllll difficult. People of ability and 
culture (apart from Jmm, :ho ha.ve been under a heavily-increasing raciul 
diocrimination) nre · not to be found en.niry outnide tho circle ,1hich ha::: been • 
compromi□ed by its collaboration \dth previous Goverrnncnts. Given the 
comploxi ty of. the pro bl om no r f cing the country, it .rill not be easy to 
produce v. ne, elite in a short time. 

Unfortunately it is by no means clear rhether the old elite has 
accepted the inevitable. At any rate the Left Wing pnrties are inar0ruJ-
ingly disturbed, and not i ithout ::::ome justificn.tion, by tho rene\;ed' :Jtrength 
of the reactiom.ry ecntiment in the country. Sporadic n.rmed connpiruci0s 
have been une['..I'thed and it iu difficult to kno., \;hether their' ramifications 
do not reach higher ~nd import~nt cirol~a. The c~tholic Church, ~.rb.ich h~n 
loct its vn.st lc.ndo,' t'U{en an ultra-con::::0rv~tive line ~na. attnd~cd evon 
the Smo.llhold ... rs for thei'r "red" ::;::rncirtion::::. In some Hungarian que.r-tora 
it is not much felt, but openly proclc.imed, that an o.rmed conflict bet\·ecm 
the eatern Po\:ers and Ru□ ;ic, \1ould be the only means of "liberating" 
Hungary, ancl these circlen MVJ been lent a \iilling eo.r by the locnl 
reprecentatives of the c~torn Po1ers in thiu country. The Russiaru:i are • 
not ummare of thio. Given the obviou.J diatre:.m of the middle-cla::ise::., and 
mor~ eopecin..1.l.Y of the old ::ll.~zey officers 8.11d 'CO'o, n coup d'etat or o.n attemp 
at n coup d'etat b• the :tight i ... by no mean~ impossible, once the Rus•·ians 
vithdraw. 

Thi~ contingency on tho otr.er hand fills the Left ,.ith acute unease. 
The int:unate connection bet een the Right and the reprecentatives of the 
,e .... tcrn Po er'.:: indnce:l a feeling of grievance on the pnrt of the Socio.1-

Democr.'.ltic Party and th.1.t of active ho:..tili ty on the po.rt of the Co:rm!lunifJt:J. 
It alJo induces heavy prensure by the Left on the Government ~nd lead.a to 
feverish activity on their par-t to cecure their key-pointi:i in the sociul 
and poli tictu. sy3tor.1, the po"oe..,cion of Fhich \:ould permit the Left to crush 
~ sud1 attem-ot. Thoae ,ho have \Ii tnormed poli tic:i.l development:J and the 
J7orking of the p:i::o-.. inr Hung2rio.n oyotem, mw::t have uome sympo.tl:zy \-'.J-th thin 
point of vie, , even 1.if they deplore it.., m.'Ulifentations and methods and judge 
it to be foolish, n~ Russi~, even after the evacuation of Hunge.ry, will remain 
~ border country and not, as after 1919, a tremendously strong neighbour. 

After the liberation of the country and the breakdoh'll of the previous 
'regime, -the gend.nrmerie, its most important Heapon, has been disbanded. A 
no : police force \las organi ed mi.ch included D. political department directly 
in the hands of the Communiot } ini□ter of tho Interior. Serioun charges of 
intimidation " d poli tica influence have boon b died about. It \ ·ao 
inevitable in the transit-period after a regime of N ~i terror, in Hhl.ch 
mozt of the offici 1 organn of the 

1
previou. ro~im~ nnd Ino.t."e ecpecitlly the 

gendo.rmerie uere •••• / 

t 
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gendarmerie were heavily involved, _ that excesses in the opposite direction 
should occur. It \las impossible to find a new body of men in sufficient 
numbers Hhich combined political s'ui t?-bili ty with personal integrity and 
expert kno\/ledge of proc~dure. Excesses d;Ld take place, especially in 
the provinces, and a certain amount of corruption has been uncovered ._ 
(though very much less than generaliy supposed, especially by Western 
observers). On the other hand the establishment of such~ political police 
force _ was inevitable, as judicial measures and processes could not se·cure 
the new _regime in '· the midst of unparallelled confusion. One must not 
forget that Hungary has been through one of the most thorough and long fascist 
rules. A judicial ole~nsing of the administrative and police chine would 
not have been possible. This ia sho,m by the relative failµre of tµe so
called "cleansing", the administration of ,,hich permitted quite a f'.en 
compromised people to slip through the net and retain their influence. It 
is also admitted (even by the Right Wing Opposition to the Government) that 
the position has much improved, that political internment is no longer 
handled vdth the fo.nner capriciousness and that .the evidence is sifted 
\vi.th greater care and .more impartiality. A complete abolition of the 
political l)olice -cannot as yet be contemplated, hov,ever, without endangering 
the "New Deal 11

, , 

The repercussions of the suffering of the population due to the 
hostilities and occupation uere undoubtedly the main. causes of the rene\red 
strength of the Conservatives, who had previously been thoroughly compromised 
by the defeat of Germany. Given this inevitable development, the fear 
by even . ..moderate people of a Right Wing coup d'etat is not inconsiderable. 
Yet it ·is also true that the measures which the Cormnunists are taking and 
are . pressing on .the Government to prevent such a coup d'etat arouse such 
fear and feelings of uncertainty in the minds of the people most likely to 
engineeT a counter-revolution, ·that such an attempt is made more and not 
less likely once the Russians withdraw. 

' . . 
In the last fe\l rrneks the Government was strengthened by reports, 

especially after the 11iosco\1 visit of the Prime Minister, that somo rev:ision 
of the Treaty of Trianon is contemplated. If such revision were to include 
a substantial part of the area inhabited by Hungarians contiguous to Hungary 
and, prior to 1938, attached to Rumania and Czechoslovakia, the present 
regDne, . which~ despite all its faults - is a democratic regime capable of 
development in the ri ht direction, v!ill be given a chance of constructive 

·Hark. · · !_<;_~sappointment in this respect, coming after· hopes Here raisea 
high, might. prove disastrous to the Government and the de.ocratic re ime. 
The Communists would press for closest cooperation with perhaps incl,u:;;ion 
into) Rusnia. The Conservat,ives would uarit to side openly with the Western 
Allies. Each would attribute to the foreign friendn of the 1other the 
failure to procure justice for Hungary. The polarisation of opinion which 
\la3 and ,remainG the gravest danger t"o Hungarian r ,evi val rrnuld become acute, 
and civil Har might easily ntart once the Russians are out of tpo Qountry. 
·The rectification of the frontier io no question of mere prestige. It is 
to be feared that the neighbouring countries might expatriate up to 3.5 million 
Hungarians. ·This contingency ~ould indubitably cause a catastropho in 
Hungary. In Slovakia, where the ner, regime seems to differ only slightly 
from the collaborationist puppet system, pressure in this ·direction ia 
alr~y grouil'1,g, 

The exacerbation of the internal difficulticn in Hungary must render 
the RU'JGian:J, already p.'.3.infully anare of the ho3tile atmosphere, ever:i. more 
nuspicious, more eager to obtain economic strong-poi~ts in Hungary, less 
willing to try their ne~ ROl~cy of conce~sion~. 

Tho stability of much more than Hungary hinges on the character of 
the peace-treaties. 

2 •••• / 
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2. The influence of Ruooia. 

The pouition i',; thL1.s uxtromuly complicn.te_d by tbo_ n.ttitudc and 
policy of the Ru-ai ru; ano. of the Comnmni□t,, \.ho to nomc extent rely on 
Ru:::rnir-n halp. :i:.t \lould ot b" correct, hm ·ever, to equate the Ru.1nia:n.s 
and thQ Communint::::. ~he Lltr-::nr th o.i' thJ cvntral port of the Smallholder::; 
Pw:ty nm in po' e.c ( d mort; 1;;::;po0ially of tho Prime inioter and hin 
Secretary of St te, Stcvc11 B logh, tho fo undoubtedly the mont out::;tanding 
pernom: .. lity of the Govarnment) iG ·derived from tho fact that they have 
their 01 :n int:i.Jna.to c01m ... ction.:; \:ith . tm'□hnl Voro:Jhilov, the Chairman of tho 
Allied Control Commiocion. ~hio fr~ction of tho Smallholdern Party , 
imile averao to u forciplc revolutiono.ry change in Hllhgary , rcsignod·itself 
to thu fact thn.t Rusoi io the moot pot.-orfu.l force in Eactern Euro;pe t.nd 
that nome acconnnod.ation must be found \lith her. The Communict pres3ure to 
obtain control of certain key-point::; , nuch an the police, may to some extent 
be explained by their fear that the backing of the Left Wing partien mny not 
be a pennanent policy of the Soviet Government . 

On the other hand it aeems as if the RuLlsians di~truat the proopecto 
of a permanent pro~soviet regime in Hungary. Thie , I think, is the 
explanr.tion of their policy to obtain and retain an indirect control of 
the country by forcible economic penetration. But such attempts at 
economic penetration may uell reduc0 the chances of entablishing a domo
cratic ::;yatem friendly to Ruasia, aG they arouoe intenac fear and distrust 
runong the moot articulate circles in Hungary • ... 

It ha.'J alre:"l.dy been pointed out that the Hungarian econOIJ'\Y cannot in 
its pr oont state su.:,tain the burden arising from the arrey of occupation and 
re~ation::i , Uu ct present fixe So far as th~ former in concerned, tho 

• 

-::?rime Mim.ater received n..;::mr~nces from .1arnhal Stalin that the Red Army ,.'ill 
be educed, in quick stn.gen, to belo\/ lOO~Cloo. If they lU'e garrisoned 
ouitably and :ell provid.od, zuch re uction migt1t ··.,ell end the constant 
irritation caused by tho prosenc0 of foreign troop::: , as they Hould be 
incqnnpicuouo enough ~o nllo\ for a much greater and much needed segregation 
from the population. An army ·of thin size \lou.ld no lo_nger constitute an • 
l.lllbearable burden. At the orune time the prccence of "uch an army , which 
could not be regarded by other po\Cru au a mennce , ,ould certainly introduce 
an clenent of stability into the troubled HungariM ucene . 

I have neen ·no re_s_p_o_nsiblc persor of tho Ccnti::.~LEcluding the Sl'lall-: 
holders Party, \lho uishe::; for an early_ comulete evacuation of the country_ b.Y., 
t 0 Rus&ians, though all f'ervently a:::k for a reduction of its present · 
nl.llllbero and a oess tion of their interference uith the population. .Any 
precipitated evacu tion due e . g. to~ general agreement of the•Foreign 
llinistero at the proliminary peace conference rri.ght ',ell renult in an attempt 
~t coup d'etat by the Right, follo\/ed. imnediately by a retaliatory action 
by tl;le extreme I,.eft, and :t oi vil ,a.r. Such a contingency may well end in 
f9re~gn interv ntion, or an butright victory of the extreme Left . Thua it 
may .ell ~e said that ounpiciom aroused by the Communists in the mind.3 of 
the Csmnervative elemento of the country would produce the result 1hich the 
latter most dreads. 

It uould in rzy opinion, bo a grave rni""take for the c..;tern PO\ ers to 
insist on complete evacuation of the country, in~tead of a reduction of the 
8XIl\Y of occupation. A preosure , e,mecin.lly fro,n the '?est I uould. increaoe 
the chanc s of 9. reactionary coup I etat , and eventually ireaken the influ
ence of the uot~rn Po ers in Hungacy. Both from the polnt of vier; of the 
long-run influence of the \/est and, of I\ autisfactory compromise- solution, 

retent5.c>!lofa slight RUSG:J. n occupat:i,on force i:J a pro-requiai te of the 
strengthening of democratic political system. 

The RU3:3ian High Command • • / 
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Tho RU8uion High Command nnd Government undoubtedly deplores the 
excesse3 comm~tted by individual members of the Red .Army, but it has noTT 
to, rec...1<:on 1~·i th the inevitable and unc.l terable hardening of Hungnrian 
opinion which they brought· about. If the present Government, or a Govern
ment r:hich, like the present, d.ccepts the fuct of Runsian predominance in 
Eastern Europe, should be overthror.n by force, or a::; c. result of eleotionu, 
the Russian claims on Hungary, \-.rhich riave arisen out of the Armiutice 
Agreement and the Potsdam Decision should suffice to reduce any recalcitrant 
Hungarian Government to obedience. 

A balanced recovery depends on ~illing Runnian collaboration and such 
rr.i.lling Ru::rnian collaborn.tion can only be obtained if the Ruosians are 
reasonably certain that Hungary, once she regains her strength, is not going 
to be a centre of anti-Russian intrigue. The victory of the Conservatives 
at the polls, the unfortunate intervention of the Catholic Primate in Hungari811 
politics, and the constant encouragement received by the most conservative 
circles in Bud.a pent, in their constant intercourse rn. th tho .American and even 
more the BritiGh Minsion (both of v1hich refuse to enter into touch \nth such 
other factorn of public opinion or political power r:hich favour a close 
collaboro.tion rr.i.th Ruusio.) has reoulted in a Russir,n policy which, instead of 
relying on cooperative spirit, insists on economic strong-points to ensure 
its defensive position in Hungary (e.g. concensions, Soviet companies, etc.) • 

. The deficient formulation of the Potsdam A.gr'eoment relating · to German 
ussets in the RusLJian zone of occupation has permitted the Russians to 
succeed i~ this beyond all expectations. As ~e have oeen, the Hungnrian 
Armistice Agreement on reparations cannot pe fulfilled. Consequently 
Ruusian claims on Hungary accumulate. at an increasing rate,. a~ Hungary 
cannot possibly transfer the sums agreed upon~ Nor is she likely to transfer 
them in the nenr future. Consequently Hungary Hill have to ceiie to Rus□ia 
capital· assets in order to fulfil her obligationD, unless Russia makes 
oubstantial concessions. 

Paragra.ph 11/2 of :the Armistice Agreement ~ms placed further pon·er 
into Russian hands. The whole of the rolling stock of the railrmys, such 
.2s wL u not taken mmy by the Germn.ns ( and suboequcntly captured by the 
.Americans) has been declared \-Jn.r booty by the Russians, ,.:ho left it in 
Hungary, but charge a current rent for it, amounting roughly to 3 million 
dollars per month. 'J.'he Prime i"iininter hn.s been nsnured th.at this claim r;ill 
not be insisted upon in the near future. But this does not mean that the 
Russians may not at a· later date dom~~d that the railroads be brought undor 
the authority of a Russo-Hungarian joint company, in·r:hich their sh.are Hill 
be representad by tho unpaid rent, thG Hungario.n oh.are in the Hhole remaining 
substance of the State Railroads. 

The Potsdom Agreements ceded all Germ.-m n3sets in Central Europe to the 
Russians. Tho slovenly drafting of the agreement made no mention .of German 
linbilitieo, nor Has it defined in the agreement i1hat r,ere to be re~arded o.s 
German assets. Consequently the Russi.n.nn, basing themselves on the letter 
rather than on the spirit of the Agreement, demand the nurrender of all 

. companies even if thuy h.'.:1.d come into German possession after 1938, i.e. in 
most cases under dureoa.. After some diocusoion, the Hungariann handed over 
the assets of certain Austrian companies, uhich after 1938 passed, ostensibly 
without force, into Germ3Il hands. The Ruosic.nn 31:::o laid claim to the bauxite 
holding, the most important of the neuly-discovered Hungarian mtural resource:::;. 
In addition, the German oil concession passed into Runoian hands. In due 
course Rusno-Hungnrian joint companies \;ere e::;tablished for the exploitation 
of bauxite nnd the oil concessiono. The Hungario.no had to contribute the 
assets of the existing companies and the Russians mainly their claims und.e:e 
Potsdrun and partly those ·,:hich have arisen as a result of the Reparations 
Agreement. For example, in the c'lse of oil they brought in the German 

concession□ •••• / 
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concession:..;, .Jome German houoe::; in Budapeot nO\: in their posoession, o. German 
company, uhich they could ha.ve dismantlGd, boring tools, and some :m©tor cars 
and truck...:. In the cn.,_,e of th8 bauxite the Rusoin.ns agreod not to dismantle 
the biggest Hungarian aluminium factory, \"lhich they obtn._inod n.s reparo. tiona, 
o.nd connented to take other machines instead of another aluminium fn.ctory, 
r,hich v,a.s alno liable to be dinmnntled on the be.sis of the Armistice .'.lnd 
Reparations Agreement. They finally contributed the German shares of the 
Swiss holding compony, Hnich con-';;rolled the majority of the bn.uxite deposits. 

The Runnio.ns \:ill appoint the general manager in both cases, n.nd his 
pm-:er::; are rather fr-.r-roaching. The Hungariana succeeded, hm,ever, in 
obtaining important conce:::rnion:.; beyond -';;l:e first propooaln of the Russin.ns . 
They reserved tho right of supplying Hungarian industry o.s a priority and 
obtained nssurances on the price polic:r ·of the t\/o companies . It could not 
be naid thn.t the RuosiC1.110 nugotirted n.t tho pistol-point. ·The Air and 
Fluvin.l Navigation Agroeimmt, \thich "\7l"W ::-iot negoti"..ted by experts , is much 
less favourable to Hungary. Whether thin iG dQo to the fact thn.t tho 

· Hungarian negotiator~ regl;l.rd 3. o. far-re c'1:i.ng influence of Russ~a in Hungary • 
as o. stn.bilishing influon0E.; - they uv-:::0 Comri.unist3 - or r,ere unuware of the 
technical implicatioru:i of the details of the Agreement, is difficult to say. 

The Russo-Hungarin.n Commorcin.l Agreement h".C <'.lGo given rise to 
possible Russian claim::;~ . The first •tren.ty negotiated under it , which 
provided for -the mo.nufacturo of cotton-thread and goods out of Russian 
cotton, against the payment of the manufacturing cost in cotton by the 
Russians, \70..S very favourn.blo to Hungc)Iy. Hungary 1ms to have delivered 
14 m_illion kg of finished products .against the Rucsian delivery of rm; cotton 
of 30 million kg. Unfortun!ltely it \"/0.s found . thn.t the Hungarian spindle 
capc.ci ty could not cope in time ,;r.i_ th this huge quantity of ro.w cotton. 
Nothing \lh::i.tever would remain. for Hungarian domestic neods. Some alle- · 
viation ot the contract h~s been obtained now, but in this cn.se again 
Hungary h'.ls incurred :1. heavy lio..bility on account of unfortun'.lto penalty 
clo..uses . 

The other co:r.unorcial agreements concluded ·v!i th Russia were much less • 
favourable to Hungary so f~.r as prices ar0 concerned. Generc.lly the 
Rusnin.ns insisted on cho.rging priccn considerably above the- 11orld market 
level, \lhile 1ricas allm:ed to Hungary are rather lmror than tho corres 
ponding uorld prices . 

Unforturn. tely great difficu1_ ·tJ_os stil~- exirJt in the Hay of Hungarin.ns 
m~king contn.ct 1.1i th ford gn uountrie::;. .A Russian exit viso. in necessary and 
seldom given. Competi tivo "oidding fer F'mgo.:.·ian produce is therefore 
difficult to n.rrangc. '.!:he Rilcs:;_ano nevm to· hav0 been inclined to utilise 
their monopoly bar gc..ining :::,ow01• fully~ 

3. 

. This picture , if rue.cl outcide t!!v political context , may appear to 
indic'.lte a ruthless Russian desi~e for econoillic domination. This inter-
pretation cert~inly han been n.ccuptea by the ':lfestorn observers in thio 
country. Neverthelenn, all indications discernible to .those who have some 
knowledge qf the country and vhq base ju.dgem0nt on inforin'ltion not exclusively. 
supplied ·by one party , the partisans of'.. the anc:i,cn regime only , point to the • 
conclusion, that Russi~n policy h~s been motivo.~cd much more by a justifiable 
defensive urge r~ther tron ag,a;r-essive intentions. Whonevdr either tho 
Western Po .ors , or the Hungo,rian Right seemed to end:mger Russie.n necurity, 
pressure ims exerted by the Russians ; r1herever thJ international tension 
nbated and the Hungarian centre parties seemed to gQthor strength, important 
concessions nere ran.de . A chn.ngc in the personnel or the attitude of the 
.AmeriC'.'..!l .?.nd British l!iosions here and their closer cooperatioh \Ii th the 
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Centre TTould, in my opinion, ·rove immediate beneficiQl effects. One cc.nnot 
help feeling tha.t the gentlemo.nly oubotago of .the big cnterpriseo hns contri
buted to an appreciable extent to the f~ilure of the Hungc.rinn industry to 
increase production faster, though, as h~s been pointed out, the lnbour 
troubles, the feeling of uncertainty, the constn.nt nttncks, h~ve h d their 
shn.re in discourneing th1:,se entreproncur3 from full collaboration. 

Even if thcso politica.l difficulties, intractabl an thoy nre, \-:ore 
overcome, the Hungarian situation ~ould still bo one of grunt difficulty. 
The first reconstruction p0r~_od under the Loaguo of Nn.tions , o.s based on u 
huge foreign-loan i.nfla.tion. ln the shcrt .;pace of five yea.rs Hungnry 
borrm.ed abron.d 4,600 million pro-·;nr Pvngou. After tng CI"'Gh of 1929, 
this WlS no longer ponsiblo. Thu □ucond attempt at reconstruction during 
the 1930' s m:i.s btlsod on privo..te capi b.l. It rm:J promoted by enabling 
Hungarian industry to form c~tels and cha.rge high prices for its produce. 
A conoidern.ble pa.rt of the consequent profi tn \70.G used to finance the 
expansion of industry. Much ,l,.G dis::;ipatad in luxury consumption, ono of 
the reasons for the social discontent, vhich the fuscist dict~torship 
canalised against the JeHs. 

There is good justification for a limi tcd programme of foreign help. 
But sums such as were receivt:Jd from abroad during the 1920 1 0 cannot be 
hoped for, nor \/ould such internationru. indebtedness be sound. .. The 
politicnl change in Hungary prevents yet another boosting of·the monopolies 
by govern~ent favours. Given the unparallelled devastation of stocks of 
durable consumption - goods, 1.:hich have to be replaced urgently; and 
given the lorr output cap~city of the country, it would be foolish to hope 
th~t the main brunt of reconstructior! can be borne by privnto voluntary 
saving, even though I am confident that n considerable amount of hoarded 
wealth \~ll make its appenr~nce once the present politicn.l and confidence
crisis is overcome. I run convinced thn.t only a fairly rigid planned 
cconorcy- ['Jld enforced saving, directed by the Stute, can assure the needed 
equitable distribution of the natioml income and at the some time provide 

• 

the volume of savings required. This is n fortiori the case in the corning 
period in TThich Hungary hau to pay reparations. 

A limited programme of n"'.tionaliso.tion haa been uorked out by the . 
Govern~ent and accepted by the m~in pa.rties. Unfortun~tely it is as yet 
not apparent that the Govurru ent in fully aTTnre of the complexity of the 
problem vlhich it hns ohouldered. Nor h"s suf1::..c.:ient attention been paid 
to the solution of the economic question'"' involved. The present hyJ;>er
inflQtion masks most of thuse problems, as it is only too easy to to.lee re
course to the printing presu. Comequently vnlu~ble D.11d sen.roe materials 
are wasted and the distribution of the oc·nty supplies &vailable remains 
extremely unjust o.nd unequ~l. 

In order to mD.ster thece problcr1s r. drastic reforn of the Civil Service 
is un'.lvoidable. This certainly ,1.11 be one of th<.;: most difficult problems 
which hu.ve to be ta.ckled. The Left Wing p'U'ties insist, and. not rd thout 
justification, that their represcnt~tiv~s must be giv0n a pl ce in the state 
administrative machine, because they fer..r that the bure, mr cy of the old 
regimc·might overbc the ministers. But it was not found possible to 
provide the state administration \7.i. th sufficiently skilled a trainod 
administr tors. Co_nsequently impressive progrCJilI!les c ot be put int~ 
effect nnd the handling of the difficult monet y position ~ho_ws. a. 
regrettable and at times inexpert vacillation. Contradictory policies are 
pursued a:h one and the :::ic.me time, and measures o.r1.:: put through tho seoond.nry 
effects of which ha.ve neither been otudied nor comprehended. 

I run convinced that all ~ttempts at fi 1 stabilisation will brcnk 
down unloas expert advice of sufficient n.uthori ty and power can be put at 
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nominated 
the diopo::io.l of tho Hungo.ri!tn Government,! I nn \ioll .::'.\Jr.re of tho 
difficulty of thin propoca.l, "G oxpertn/by tho Western ]?o\Jcrn during the 
intcrv 1 period have been fnr too l'l."..I'r0\1ly fincmci'.'11 in outlook nnd purnued 
orthodox policiea, \7hich rcsul tod in the nggr.'lv.'ltion of tho crinia of 1929 
'".nd the rise of FnscL,t rogir.ies in Europe. It in, r.10reovor, a bn.nic 
condition of succcns thn.t the 0xpert:::; nonino.tpd by the 7entorn PO\;oru 
should cooprohend the need for ~ clo:.;o coopcrc..tion of Hungnry \1ith Ru::;3ici.. 
The Gcrnrrn r;l(U'kct hu::; been destroyed "nd tho agricultural export en.pc.city 
of Hungary has been aeriouoly \:o.:..kcnod. Hung,-uy cm bnoc hGr intcrmtional 
cconor.iic intercourse in tho n~xt fivv ycnr::; on the export of □~nufacturcs 
only, nnd is, therefore, dri von to ::m inti□~,te economic rc;lntionnhip \7i th 
RUBsic. nnd the South-En.at of :6'uropo "nd. the Ne·, o..nd Hiddlc E".::it. The 
incern"l requir--::.ients, moreover, donnnd ,., cont:Lnuou::i intervention ".nd 
leadership on the po.rt of tho St".tc. Tho dinp".tch of exports nim".ted by 
"laissez fD.ire" liboro.liun nould cert" inly do norv hor1:1 th".n good. 

CONCLUSIO S. 

1. Tho present li!:lited rclief-progrnmc of tmRRA, .'.lIJounting only to I 
4- r.1illion dollo.rn, cannot provide a b" □is for the otr..bilis~,:~ion of the · 
Hungr..rian econoey or currency ny3teri. It ~:ill ".t best on".blc tho Govcr:nnent 
to continue to honour the prc::wnt r✓holly insufficient r'ltionn. I nould not 
deny that this i□ of the utoo3t inportn.ncc, but cort'linly i::; not nufficient. 
Tho extrenc ir1poveri□hncnt of the country, due to tho ho::itilitica and 
rep [l.tion::i , ho.a produced 'l si tun.tion of distrcos ·.,hich c:-i.11:.:; for reoedinl 
'lction. ProgrD.I!ll:les of relief, \Thi ch night be sponsored by private ll'Oluntnry 
societie::; or the Red Cross, night cmble to relieve speci 1 distres □ nnd 
em.ble the inprovenent of the public heal th, \lhich is t present dintrcn □ingly 
bn.d, but c:i.n do no nore. 

2. I believe th t the ncod for'\ further linited UNRRA pro,grruT.J.e ha.s b00n 
eotnblished beyond 'll1Y possible doubt. 

ithout such furth r relief rogrru!lrle the present hypcr-infl"tion 
cannot be stopped and dangerous politicc.l devolopnonts c~nnot be n.voided. • 
Even if th pnrtirl crop-failure, \hich oust no\l be fen.red on '1.Ccount of the 
exceptionally severe drought, \,ill be n.vo1dcd "G " rosul t of heuvy rQin in 
14 y, the gener"l food poni tion of the non-:1gric.1l·~ur".l pnrt of the population 
will rernin prec:u-ious to thtJ cxtrer c. AD long n.n no j_n :u::.: trial product a 
arc n.va.ilable, '\gricul tur 1 collc:ction uill be .:.nconrl6tG. Tho pronont 
denmd (especially repar'ltionn 1 on the productivv cap,.,city of the country 
does not per.:ut the rclu"G of n.ny 'lpprccin.ble quantities of consw1er 1 ::i goods 
to the public. It mU3t be· borne in oind t 11.t the ntoclrn ( very considerable 
in 1944) of dur".ble nnd s~mi-iur'lble con□um tion goods in the hc.nds of the 
urban populr:i.tion nre exhausted, or nea.r cxha.ootion. 17i thout help the 
ponition in the cities next ,inter Jill 3till be denper tc. On tho other 

d, n 1ell-tinod roh':l.bili t".l.tion progr-n.r.ne night \ •ell roloa.sc considerable 
surpluses for the feeding of neighbouring countries. 

3. This second progr~e of UNRRA help should cons~~t of pupplics for 
industri and agricultural rehnbilit~tion. It ~hould conpriso on the one 
hand agricultur ~.a.chines, br0eding-stocks, seeds ~d fertilisers. On tho 
oth r hana. it \,ill bo necessary to furni11h tinber, hc"..vy-chel!li.c 1 r.a.w 
materi s, lenther md trmning goods, 1001, iron Md steel, and certain 
machinos spnre p trJ. I confidently expect thD.t ii' n. lWted progrruTic 
of this type is initiated, Hungnr-J \Jill be able inn short time to double 
industrinl output and thus st don her O\m foot, or even provide certain 
oupplies for Ul prog:rru:ncs in other po.rt::; of Europe. 

4. No progranne of relief to Hungary cnn be of "JJY use, if it is not po.rt 

of a b~l-mced solution ••• / 
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of "- balanced ::iolution of tho n',in out::it:.'..:1d:i_ng Hungc.rion probler:1s. Such 
□olution nu::it conpri::::0:-

(2..) The nolution of the proolon of rt.:pr' .. n.1tions end of the minten:.'..l1co 
of the Red .Arl:iy. The , o.Jcmr convor;:w.ticnc hr.vc ".lro".dy rc::rnl ted in 
o. proni:Jc to roducc the □izc of th.: ~w of occupation to belm1 
100, 000. If this figure iG in f".ct c..tt.'.'..inod, the problen of tho 
occupation co□tG uill no longer be o.blo to di,:;turb the o t.'."l.bili ty of 
tho Hung.".ri '"'.n o conoqy. 

Rus::ii~ h~:J further extended tho period of paying repnrntion fr~1 
6 .to 8 yo~□ • This concession, r;hilc ,:el come , ' o not □ufficient . 
If th0 Rus□ io..n::. ,.-ere to insi ~t on 8 equo.l yc'U'ly p:' .. yncnts , nnd if 
the pcn:11 ty elo.use uorc not chcmged, Hung'"'.ry \:ould □till bcco::.10 
incro't□ ingly indebted to the Soviet Union. A liT!li t~tion of the 
repnr.'.ltion payi:1ents to ·"- r.1'J.Xir.1un of 10 Dillion dollcrs in the current , 
15 nillion doll:trs in tho second, 20 million doll'U' □ in the third 
yo,'"lr , is o.. condition of Hung.'.'..ri.'."l.n □ tn.bili□ation. It is eqU'.llly 
noce□snry to revi□e the terns of trn.dc c.rri vcd ".t in the cor:Jr:1crci nJ_ 
trentics •,,'i th neighbouring countries to c,_ccord norc nenrly vr.i. th tho 
terns ruling in the v:orld nnrkcts . 

(b) It iG equally imper".tive th".t tho Hungnri.'.'..n goods, nnd nore 
e □pecfo.lly tro..n□port n'lterirtl , locoootivco , \/:-\ggons , notor co.rs "nd 
ships nnd spccinl n.".chinery, di□nn,ntlcd md evocuo.ted by the Gcrn::.?13, 
should be returned by the Anerico..n e.nd British occupation authoritieG 
in Austria ,,nd Gerr.10.ny. Tho Hungnrio..n iron end Gteel engineering 
~nduGtry cannot poosibly replace this m~terial , the retention of 
\-;hich cm hnrdly be justified by reference to the nornal use.gos of 
i.:nr . Its cession to Austri". h:i.n no nornl bani::; . 

5. A bo.l,,nced solution of the econonic proble1:1 also presupposen cert".in 
energetic intcrn.~l mensures . 

A better b,2ln.nce in tho budget vlill hove to be obtG.inod, \rhich should 
not bo :i.nposniblo , if tho externnl burden is nui b.bly adjunted o.nd the 
finnncin.l odministr[.'._tion is reshaped by uxpert □ , To.xeo on luxury conDt.np-
tion :Jhould be introduced and the inco:.1e tc1.Xf'..tion reforncd. 

It will Qlso be necusocry to e □tublish n feeling of certainty nnd 
security in agriculture £end induntry. A large p".rt of induntry ir.i.ll hc..vc 
to be nntionc.lised and fin:mced through the Budget . But it is inperntivc 
th[l__t in the non- nn.tionclised sector , entrepreneur□ be pernittod to nark 
uithout constcnt interfer0nce nnd intimidation. 

While .'.l. juster distribution of the nutionnl ree.l incone nu.st be . 
secured by strict rn.tioning n.nd ,. :::;ui b.ble i7age - poli cy, it ,,ill be nece:J:J/"'.I'Y 
to end the prenent ~~ge - induced inflo.tion and reeatnblish discipline in tho 
work□hops . 

6. It nust be soliously doubted \Jhether such intern~l ner..sures nnd refon:uJ 
C,".11 be put into offect i,ithout foreign supervision or advice . It seems 
inperctive , therefore , that an Allied Econotlic CC:tlM.i □nion, consisting of 
experts , ponsibl~ under UNRRA unpices , in \✓hich all Allies c..rc represented, 
nho~d be established on the one h nd to supervise t:he execution both of n. 
relief prograr.n:ie nnd intcrn~l reformn and to ~dvisc ·the Allied Govern~onts 
currently on tho position. 

It would. bo domiruble thr..t the consent of the J:tussinn Governr.1ent be 
soug~t in the first inst~nce , us its help nnd consent io the first 
requirenent for ::.:uccoos . Tho coning pence confore1:-ice nny conceivc..bly 

provide ••.•• / 
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provide '1. sui b.ble opportunity to rnine this quo::;tion c..nd prep.:u-e G. soll:tion, 
on \lhich the ::woidD.ncc of no ::.1Uch further diotreon dcpondn. 

Yourc sincerely, 

T. BALOGH. 

I 

• 
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United Nations Relief and Reh..a.bilitation .Administration, 

Dr. 1,villiam G. Welk, 
Economic Adviser, 
UNRRA European Regional Office, 
London. 

1,iy dear Bill, 

Budapest, April 30th, 1946. 

May I send you the second part of my preliminary impressions. 

2. The inflation of State expenditure. 

The ultimate cause of the limitless monetary inflation do not, of 
course, lie on the side of goods and services. It is due tn the complete 
disequilibrium in the State Budget, which in its turn must be explained on 
the one hand by the excessive demands for reparations, occupation costs and 
reconstruction relative to the slender resources of the country and, on the 
other hand, by the almost complete breakdovm in the financial administration 
of the State. 

A. Taxation. 

1/le might deal with this second problem first in order to get it out 
of the way. In the last few months the ordinary revenues of the State only 
covered some 12-15% of the expenditure. This is already some improvement 
over last yeax·, when less than 10,/o was covered. It can be said generally, 
however, that the State cannot obtain revenue from the provinces; such 
payments as are obtained are mainly derived from the capital. 

The system of direct taxation has almost completely broken dovm. 
Taxes on wage and salary income are deducted at source. But as real income 
is only a portion of normal (and, as we shall see, the income of wage 
earners is made up in considerable part by non-taxable living allowance) 
this source is insufficient, Other incomes largely esca~e taxation. 

Indirect taxation has also broken do\m because of the prevalence of 
"free markets" and barter. There are no special taxes on luxury consumption, 
the sole means of extracting money according to the capacity to pay (with the 
exception of taxes levied in proportion to the house-rent paid) . 

A complete reorganisation of the financial system is overdue. 

B. Expenditure, 

So far as the budgetary expenditure is concerned, available information 
is as yet rather scanty. Roughly speaking 40% of the state expenditure 
arises out of international obligations (re~aration, maintenance of the aril\Y 
of occupation, Allied Control Commission) • .,.. The rest is explained, apart 

from the normal •••• / 

-f At times this proportion has risen to 50%, 
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from the nonnal expenditure of the State, first by the outlay due to the 
sale of food-stuffLl at reduced prices; secondly, by the deficit of the state 
enterprises; thirdly, by the cost of reconstruction. 

(i) Reparations . 

In theory the State ought to have 3pent something between 3-400 million 
Peng8s on reparations, 200 millions on the army of occupation and perhaps 
50 millions for the cost of the Control Commission. In actual fact this 
proved to be impossible, for it ~ould have meant that, out of a national 
income r,hich can hardly be above 2, 4-00 millions , almost 1 ., 000 millions rrnuld 
have been absorbed by the State, leaving the Community Hith some 1 ,4-00 
millions, i . e. less than 150 Peng8s per head per year (all these sums are 
stated in pre-war Peng8s , \,hich might be converted into dollars at 5. 13 
Pengcls to one dollar) . Even if \le admit that large parts of the real 
national income which appear in Western countries as money sums cannot be 
statistically traced in Hungary, it still remains obvious that a money 
income per head of some $14-0 or 150 a year is impracticable . 

In point of fact , the attempt to absorb such a large proportion of 
the national resources by the State has led to the explosive inflati on 
\1hich we witness . The depreciation of the Pengcl , which resulted from 
this, has ma.de it impossible for the State to obtain command over more 
goods and services than roughly 300 million pre-v.rar Pengcls , i . e. somermat 
more than 11% of the estimated national income . Even this reduces the 
income available to the individual to just above 250 Pengcls per head per 
year, or only 2/3 of the pre- \mr national real income . If r,e talce into 
account the fact that part of the requisition by the occupation a.rrrzy- is 
not effected through the State , but directly, and that a considerable propor
tion of the stock of consumer ' s durable and semi-durable goods has been 
destroyed or lost during and after the war ( clothing, furniture etc. ) , one 
would not go far \.7.r'ong in assuming that the national real income per head 
has been halved. The dispersion of the losses is most unequal . The rural 
population has maintained its food- standard far above that level , while the 
city population has not been reduced by that proportion so far as housing is 
concerned. 

The effect, therefore, has been that Hungary has defaulted upon a 
larger part of the reparations, and at the same time it has reduced the 
remuneration of the civil servant::; to somewhere belmr 1/4- of the pre- \lar 
standard. The problem of Hungarian recovery in the main depends therefore 
on i;1hether a moratorium can be obtained on reparations and on whether the 
arrrw of occupation can be reduced to a bearable proportion of the total 
population, say between 50- 150, 000 instead of 4-- 5001 000 as at the present. 

In this respect certain promises have been II1'.lde to the Government by 
the Soviet in Mosc0\1. The annual reparation- liability has also been reduced 
by increasing the period of payment from 6 to 8 ye':lrs . These general 
promises have yet to be implemented by a more precise agreement , r;hich r;ill 
be elaborated at or after the Peace Conference. It is possible therefore 
(if the Western Allieo concur and if a reasonable internal atmosphere can be 
established) to hope for a realistic adjustment of the schedule of repara
tions . If, instead of demanding 8 equal instalments , Russia is satisfied 
vJith smaller sums as long as Hungary ' s capacity of payment remains lorr and 
increased reparation deliveries only as and ~hen Hungary ' s economic system 
is rehabilitated, a basis can be found for a general stabi lisation. Certai n 
other questions must alno be tackled. 

The Armistice AgrOG'Illent provided for a penalty in case of delay in 
delivery of 5% per month. This has already resulted in such increases in 
the Hungarian liability that it stands at a higher figure than at the 
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beginning, in opi te of the supply to the Rusoians of goods \mrth up to 
12 million dollars (a large part of theao deliveries haa not been credited 
to Hungary by the Russians, as according to the terms of the Armiotice 
only deliveries which arrive in Ruosia and arc accepted by the Russian 
Government arc to be credited to Hungary). Taking into account that up 
to 60% of tho reparation liability io not fulfilled, there is a grave 
danger that the Hungari1.n liability uill cumulatively incroaoo, unleso a 
ner, arrangement can be roached • ./ 

(ii) The maintenance of tho ltrmy of Occupation. 

A further factor ro□ponsible for tho inflation, though of decreasing 
importance, is the liability to m...--,j ~tain the Red .Army. Thia rmo at its 
maximum at the beginning of la□t year, \lhen the armio □ in Hungary \/ere of 
the order of magnitude of 4 million. On the basio of paragraph 11 of the 
Armistice Agreement tho Red Army then requisitioned a large part of the 
Hungarian induotry and also requioition3d agricultural produce and livestock. 
Up to 2 million ton□ of grains \:ore occured. Apart, moreover, from 
officially stated requirements} loco.l_ u:.1i t::, or indi viduo.l soldier□ also 
conmmndeered □ubstantial □tocks of commodities, etc4 Reports current in 
this country are no doubt hug0ly ox1.gge:.~ated. A substantial part of the 
looting ~hich occurred during and after the liberation, has een cormnitted 
by laHle::,s elements of tho populatio:1 i,~solf. But a substantial strain 
has been exercised by these requisition'.J o.nd the l e.xr.f'ul coot of the 
occupation can still be put at some 100-J-20 million pre-war Pengl:ls. Of 
this about a hD.lf appears in the Budget. The rest remains unpaid and vr.i.11 
now be paid in bond::; labelled in terms of r1heat. The decrease from the 
previous 200 million Peng8s is explained by the Russian acquiescence in the 
stoppage of food-deliveries to tho Army after December 1945 (apart from some 
deloyed deliveries) due to the threatening ritu.ation. 

(iii) Reconstruction. 

A third considerable source of str~in on the Budget and on the economy 
is represented by the needs of reconstruction. If one compares Budapest 
.-Ji th Vienna and reflects upon the enormously greater damage done to 
Budapest, one begins to realise the extent to which the Government, for all 
its mistD.kes and impotency, has alraady succeeded in cn.rrying through the 
task of reconstruction. At DnY rate ::'; tho first stages, it· uas helped in 
this by the inflation uhich energized the economic syctem and successfully 
drer1 out such stocko of rm1 materialc c..nd oemi-finished product,'J as were 
still available in the country, despite the looting, loosen, war-damage and 
so on. 

To take a fer1 sets of figures only: in the case of railv1ays, 92. 6% of 
bridges over 50 metres long have been destroyed, 34% of the permanent r:ay 
\ms put out of flction. 87% of the bridg0n and aqueducts have been made usable 
and 90% of the track has been re,,cored. · A purmanent bridge has been built 
over the Danube and the railron.d "!:)r:i.dgc restored. An equtlly tremendous 
rmrk of restoration h.2.s been done to a...,rr,..,gcd buildings. Well over half of 
all dflr..agad (not, of couroe, of the dcs·.:;royed) houses in Budapest have been 
repaired. It should be added, of cot:ir:::n; that Budapest was left with more 
slightly damaged than destroy,:,i1 :1011f.\J<J, :1.u the fighting did not involve heavy 
bombing and heavy artillery. 

Industry and commerce ••• / 

.f The Government hopes, \,ri th oome justification, that the Soviet rr.i.11 agree to 
a cancellation of the penalty arising out of the default in 1945. This 
rr.i.11 mean, in effect, that the non-delivered part of reparations rr.i.11 be 
spread over seven yea.rs. 
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Industry and commerce hnvo equally done n remarkable job. They nro 
no longer limited primarily by a deficient or drunaged productive capacity, 
but by the lack of rav, materials and coal . This fact alone is a testimony 

• to the energy of the entrepreneurial classes in a situation of unparalleled 
political difficulty and pressure . It is to be feared, however , that the 
inflationary mechan:.sm is losing its stimulating power and a certain 
deflationary impact is already making itself felt . The entrepreneurs begin 
to be unrnlling to risk their orm capital, partly because oi' the complete 
uncertainty about -~he movement of relative prices ( the variation in rel ative 
prices is remarkable) partly on account of political reasons , the desperate 
distrust in the future ( c. f . below). 

I 

' 

(iv) Lack of experience . · 

The lack of experiGnco on the part of decisive personalities in the 
Government has unquestionably aggravated matters . Each of the special 
departments are straining to get more and more appropriations , the sum of 
which far exceeds tri,~ ~apFtci ty of tho country to restore its economic system. 
To quote only two examples: the i.iinister for Communications demanded a 
20 million PengB credit to rostor0 bridges. The Ganz Com~any, which is one 
of Hungary I s bigge Gt engineering rrnrks, ,.-,ould have to obtain some 30 million 
Pengas worth of machinery, building; etc., to be able to deliver the goods 
promised by the Government to Russia. This again is impossible . The 
investment capacity of thJ country can hardly be put higher than 100 million 
BengBs (all pre~war) ii' ropa"c'ations are paid at the present loY1 rate . The 
special difficulty of ·chv engineering industry can be best illustrated by 
recalling that J,:!-10 total capacity of the steel industry , norking as it is at 
3m of its pre-nar potontial, hardly exceeds 150 millions , whereas the 
reparation liabili~y in these products for th6 current year is above that 
level . Other similar examples could be quoted. 

It should have become obvious to everybody, that any attempt to exact 
such quantities from an impoverished economic system would lead to a cumu
lative and explosive inflationc:t.ry situation. I am convinced tbat this was 
knovm to many and thF.t the policy actually followed can only be explained by 
~he political un\/illingness to face the impossibility of paying reparations 
\7hile maintaining Hu::garian economic life at a more or less tolerob].e lev~l. 

; : The consoquenc0~Wage- induced inflation. 

The main victims of the process are, of course, the middle classes, 
whose real income has shrunk to a fraction of their pre-war revenue . Those 
r1ho do not belong actively to big organisations or institutions where they can 
obtain some food-stuffs and at times even clothes are reduced to living on the 
sales of their accumulated real goods from je1,ellery t-o clothes and furniture 
etc. Those Hho have had the misfor·cune to lo:::ie such assets are literally 
starving, and they represent a dangerous nucleus for political and economic 
discontent vii thin the nen disponso.tion. 

Up till the summer, the situation of the \/age-earner was also extremely 
unfavourable , though since th,m, under the p1--es0uro of the Trade Union 
workers, wages have been rising and at J.;imes. since January, faster than 
prices. A v,agc-ind1Jr::cd im'lation has been added to that caused by the 
Budget deficit. The r:orkers nm, rece:i."J"e their wage.s in t\10 parts . Wages 
are settled by collecti-re agret.:m0nto on an indox-bas·in . To this is added 
the equivalent of thoi.r theoretical phy□iological needs, i.e. it includes 
family allowances . This part in principle should b,e paid in kind. If the 
employers are ··nnbl1: to pcy in kind, they are perm:i. tted to pay a sum of 
money \:hich is f:ucud every \.reek. This part has at 'times reached up to 
BC% of the total rcmuno-rat.ion. It in nor, about ho.l·f . It is a flat rate 
i:brespective of the effort and o-:'ficioncy of the uorker. Hence the material 

incentive for •••• / 
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incentive for higher production ic removed. Labour discipline is in any 
case rather low and thu political troubles between 1 ✓0rkcrs and management 
(partly justified by the collaborationist attitude of the latter) cannot 
fail to have an unfavourable influence on total production, The output 
per head in those industries in \,hich a close check is poonible, ouch an 
coal , is roughly 1/2 of pre-,,ar. In others it is oaid to be even louer. 

There can be no doubt , that thic measure han succeeded in increasing 
the share of labour in thtal output . Whereas in January 1,·mges did not 
amount to more than about some 3% of pre- Har , they hc:.ve been varying 
lately at about 2ofo. In the long run only the introduction of a planned 
economy and a conscious nqueezing of the profit-margin can provide a 
satisfactory re- distribution of the national income . For the moment , 
however , the dicDipation of circulating cn.pital permits increases in real 
wages. It is to be doubted nhether this \Jill continue for long. 

In point of fact there are 3eriouB contradictionn ~_n Government 
policy in this respect . Certa~_n Government Departmentn take a large part 
of the output of industrial enterprises for reparations and riority 
distribution at lor, pricen and permit the industries ta recoup themselves 
by selling the rest on the free market. But prices are consequently so 
high in the latter QS to render sales difficult , and the extraordinary 
phenomenon can be obnerved of companies being divested of liquid resources 
in the midst of an unp:rrallelled inflation. Thin han been demonstrated 
in the crudeLt fonn ir... the case of the finance of foreign trade , especially 
the finance of the barter- agreements rrith Russia. Russia has sent 
con::;iderable qUE..ntition of rn.rr materialc , a large part of vmich could not 
be taken over by induntry oving to lack of liquid resources . Nor were the 
entrepreneurs eager to enter into export contracts . The Government has 
no1,;r provided finance - out of further central bank credits - and has con
sented to pay 0xcessive profit margins on exports , Hhile also undertaking 
to bear all risko. This adds to the inflationary preosure. 

The rise in prices is so fant that the real value of the bank- note 
circulation has ' 1'runk to a few million dollars . But it is to be feared 
that even the Con.11.u."lists r.rill \ ✓ant to experimmnt with a. form of orthodox 
monetary stabilisation instead of trying to establish an island of 
stability by reorganising ctistribution on the basis of a strict rationing 
system and limiting themselves on the monetary side to a freezing of the 
excess purchasing pm:er. They are said to toy ,1ith tho idea of a ne\7 
currency r1ithout previouoly attempting to provide the bnsis for stability. 
In this they are enccur'.1.ged by the example of the Russiroi experiments (the 
tschervonetz) . 

Without first changing the basic oituation any such attempt is doomed 
to failure . The only consequence of an essay at monetary stabilisation 
without economic readjustment would be a further inflation 0f the ne\; 
currency. In poir.t of fact something of the kind has already occurred and 
will certainly occur if the Government insists on their present plans . In 
January of this ye DI" ( nnd toge·ch.er with the introduction of the calory pay
ment of wages and sal ries) the Government also intror3.uced an index- number 
to measure the depreciation of the Penga , so ao to be able to budget and to 
give a unit o~ account to the economic system. This index-number unit was 
named the Ta~-?eng8 nnd both deponits and contracts could be made in its 
terms. · As 1opnrationo, etc. nhich burden the budget cannot be reduced, this 
method of accounting must either result in the depreciation of the index
number, i,e. a f~ntur rise in actual prices than in those prices on which the 
index is baoed, or alternately in a bre3.k:do\m of money payments , as prices 
rise faster than actual cash pny:rnents can be made . 

So far as one C8.n ma:!ce out , botc,happened. The Tax-Penga is lagging 

beht-rid •• • / 
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behind the rise in prices . On the other ho.nd, the Government \m.G forced 
laot \Jeck to ,iefaul t on curtain payments, ocpocially on paymontG for 
deliveries on account of .ceparations, .1hich in turn induced the banks to 
dofaul t on th ir payment3. This occur:i.~ence cannot be dealt ,Ji th by 
increasinv thl- rate o.t uhich ?engoo are printed, because the more Pengc:ls 
are printed, the higher the prices n.nd the higher the rate of the Tax••Pengc:l. 
Thus inflation cannot catch up on itself for the obvious roe.son that , if 
the Government nishes to dispos0 of more goods than "..re in fnct n.vc.ilablo, 
it munt fail in its ~ttempt. 

Conclusion. 

From a purely economic point of vieli, the Hungarian problem is eci.sily 
~Jllcnable to solution. Tho clements of th0 solution must rest on the 
platitude that the demandu of the Stat') on the productive syntem must be 
limited to a lev--1 r:hich thrtt sy::,tom c~ bo'U'.'. This involves , first, a 
r·eduction of the effective burden of the repn.rations lic:.bili ty, including 
the mainten ,nee of the 1{0d Army, by ".. compluto moratorium, or by a foreign 
loan, or a mixture of the h:o Secondly, it involvvs a reorgo.nisation of 
the administro.tive mo.chine and ruthless mco..sures to make tho ro.tioning system 
effective . Thirdly, it involves a restoration of labour discipline , ;1hich 
partly depends on the success 0.1i th Hhich tho problem of feeding the workorG 
has been solved. The present nage-induced inflation must also be stopped, 
and 2.. redistribution of \torkers betr.reen different branches of industry in 
acc1rdance \Jith current needs ~nd irrespective of the histor:i::al situation 
would also have to be undertaken forth11i th. Finally ( and unless the 
intrcduction of a completely socialised system is contemplated, and no one 
contemplates it Qt the moment , at least openly) , a certain measure of 
confider • .::e Hill hav0 to be reestablished in those sectors of the economic 
system L.1 r✓hich private enterprise is to be retained. The present chaos, 
which deprive□ tho country of tho benefits of n cor .. pletely free and of ~ 
completely planned Gystem, and combines the defects of both, cannot be 
tolerated if economic c~tastrophe is to be avoided. 

Youro sincerely, 

T. BALOGH. 
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United Nations Relief and Rehabilitation Administration, 

Budapest, April 25 , 1946, 

Dr . William G. Felk, 
Economic Adviser , 
UNRRA European Regional Office , 
London. 

My dear Bill , 

First Imuressionz on the position 
in Hungary in the sprin~ of 1946. 

I shall transmit t~ y~u in thr e parts my informa appreciation 
of the Hungarian position • 

1) The neral backgroun1l <,nd the pro bl m of 
inflation analysed from the oint of view 
of supply. 

2) The problem of the inflation of state dema.nd. 

3) '.L'he problem of the [ener 1 political stability. 

I hope to write nw final report in London because the gathering 
of the material d the checking of its accuracy will fully occupy me 
here quite apart from my duties in connection with the work of the 
Mission. 

THE BACJ GROUND 

I have never encounte ... ·~d a osition ...,o full cf so many , so complex 
and so complete contrasto, as is pre::ientel by the Hun arian situation 

at the moment . '.['he bewilderment of the onlooker , hm,ever well he lmew 
the country in the ast , is heightened by the distrust vhich the con
fli ctin • and lmost al,·ys extreme opini ns of the people he meets must 
neceszarily uvokc . 

At one ancl the same time ,;•e see a monetary disintegration, 1lri.ch : 
puts the German hyper- inflation in the shacle; yet there are indubitably 

signs of vigorous J.'uconstruct:i.on, si ns , the conmlete absence of which 
\7as so depressin' in the .American- occuuiecl part oi' Gennarzy- a, even more , 
in Austria. Everyboay Fith some soci·l conscience must be shocked ·t 
the co-existence of lu.'Cury t nd. poverty in · ts most extreme form, \1hich aan 
be encountered in postwor Burorle . In .. ant-mortali ty o..t times reo.ched 
50% p . a . People are liter 1 i,tarvin and stnrv tion begins to engulf 

even parts of the ol rulj ng cl ssen . Thure i::: at the same time an 
abundance of such foo :m luxury ticle,:i , s ,9oul 1 not be producod in 
England at the 1resent t:L e . Th" . ., ,J eci...-1 aspect of the position exer
cises a fat ,.. a rcrrett 1ble f sci11.c.ttion for large p ts of' the foreign 
missions and contributes to the in of heir judgement rn the out-

look and needs o th countr • Th· u i" in any case - 'l.Vely prejudiced 
by their · slike of the Ru::rnians, Hhic 1, ii its turn, is mainly due to 
the fact that tley 'e in cont ct only rith those parts nf the populat · 

v1hosu position and ini'luence h ei th r b~en completely destroye , or ai.t 
least gravely h'U'llle , by the revolution brought about by th collapse 

of Nazism in Hungary. Cuite p~t ·rom the f· ct, that it uould be more 

than desirable •••• / 
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than desirable to have rnuch stronger teams at the disposal of the 
Western :Jemocracies in this strategically im1)ortant post, one feels 
the need for having people here, \1ho even if capable of being firm, 
shm:.r some understanding of the Russian problem'3 and nould be Hilling, 
if the Russians in -!;heir turn make it possible, to push through a 
policy of honest collaboration. The contLmous f:ciction at the 
periphery, r1hich I have r:i tnessed both in Vienna and here , must so 

poison the atmosphere at the higher levels of policy- ma.:ing, as to 
render the likelihood of a constructive policy extremely remote . There 
are enough incomprehensible and brutally clur!lSy elements in Russian 
policy to cause trouble even if their intentions and policies are not 
continuously and intentionally interpreted in the worst possible light 
and thus suspicion aroused, \1hen r;ome l , .;_ancy might permit a workable 
compromise . 

I. The problem of inflation. 
____ !, ______ -- -- - -------

The extent and speeQ of th• i~flation passed all bounds in the 
last few ueeks . Prices have been coubling twice a week. The dollar , 
r✓hich stood at bet\1een 2 --3) n.:.lli '"l l'e'1gos uhen I-arrived, could be 
sold this morning at 135 P: l:li'jns" Al· t,1e Jame time the stimulating 
effect of inflation ha:.; .)c;gun to V.'.l.ni:..;'.1. 

The dollar-value of -~he no~e-circulation is d\lindling : it has 
fallen f'.,:c-: roughly 7-> 10 :millions to ;s 2 r:iillions. In certain sectors 
of the econolI\Y a deflatio:r,.ary prv:Jsucc ceer<:s to exist , due to the 
inability of poopJ.e to buy goods uhich are not absolutely necessary to 
the sustenance of life, ar.d to some extent aluo due to the prevailing 
feeling of uncertain-r.y abot:t the fv.ture among the old ruling classes , 
which limits invest.mento 

At the same time there can be no doubt that the budgetary infla
tion, bad as it is, is ag~.cavated by a r,-age-induced inflation, owing 
to the strength of the Trade Union~ and their desperate attempts to 
squeeze something for their membership o~t of the steadily shrinking 
supply of certain basic f0od-stuffn. 

This cannot be remedied until the mm harvest . 

Hungary ' s national income in 1938/39 amounted to some 5 , 200 million 
pre- war Pengtls 1 or roughlJr a 1000 mill:'.on dollars. Out of this the 
output of material goods might be estirnatod at perhaps l:., 500 millions 
at mar} et price.., . Of the<;e erha"Os 2,000 rrillionG \las food and the 
rest other commodi tie::;. ~:he outp1r:. o:C r:..gr ~~:ul turo in terms of value 
has al runk by almost 60},b. (In te:~:r:::; cf ual ories the decrease v,as much 
less , as it \1as the high-pricod cor.imodi "'-:Lun \those production sustained 
the most considerable loco, e. g~ h:1 rnost ,7(J)o ol' the animal stock has been 
lost . ) The output nf inlun,c~-✓ :i.G doh':1 J 'J 3G%o Handicraft on the 

other hand remained at al -::•~.r·, 7 16., ~\,· ,1·• no::-i-food products are estimated. 
to have decreased by 5~/o. ~ne I,,, 3 ··i_ 7-i..tc cf B~onomic Research believes 
that the current na'ti('r.i.£J.l : :..: ,~r:') : :'..~!1t 1..:':; l-3st be put at 2, 4-00 million 
pre- var PengBs. O '·her 'xpe:--t::; belj ev0 that guess too high. It is 
difficuJ. t to come to a.nJ ccr. ;id.or0d .:;1.l'lg3men-c, A considerable fraction 
of the total supplies available pass through the black-market and are 

therefore statistj_ lly dii'1'icuJ.t to catch. An estimate of say 
2, 600 million 1938 Perg~s seems t0 me the highest compatible with such 

facts as are •• • • / 

---------------- ----------------- -- - --
/- All money sums are stated in terms of pre-\1ar (1938) Pengtls . 
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facts as are available at the present time. 

The problem of ohrinking supply. 

1 . Agriculture. 

The catastrophic shrinkage in agricultural production is due to 
a great number of causes . 

( i) The autumn sor.ring rms impeded in large areas of the country 
by the fluctuating hostilities . According to official reports, the 
output of \,heat decreased by 76, 6%; that of rye by 63 . 2;b. These 
figures arc subje ct to some doubt , no tho a&ninintration for the 
ool lect i on of agricultural produce \JaS destroyed by the collapse of 
the Nazi government in Hungary and could not be rebuilt in time by the 
nen regime . Consequently, as the crop ,;,as not requisitioned on the 
spot , wheat and rye could be hoarded more easily than other, bulkier, 
commodi ties . According to official reports , fr instance , the output 
of mai ze fell only from 2. 59 million tons to 2. 06 millions , and that 
of pot atoes from 2. 32 million tons to 2. 06 million tons . But even if 
we estimat e the output of v.rheat and rye together at about 1 . 2 million 
tons instead of the 0. 91 millions officially stated, there is little 
alteration in a desperate position. Even on the basis of II\Y estimate 
only O. 5 million tons of bread-grain 1:ould be available to non- farmers , 
that is , if the farmers did not hoard. Owing partly to the break
do\m of th~ administrative machine and the total lack of industrial 
products , this position cannot be alleviated. 

(ii) The agri cultural disorganisation is further aggravat ed by 
the l ack of fertilizers , due partly to the al most total lack of animc'tl 
mot or-tractive pm;er. The livestock has been reduced to bet\roen 
30-4~ of pre - rm.r . Hungary, far fi•om being a large exporter of bread
grains , will have to import before the harvest . 

(ii i) The agricultural reform, \,hich declared the total expro
priat ion of all land- 01rners holding over~ thoU:3and ac.res and the 
distr ibution of all but a hundred ac.res of all other properties , has 
not, i n II\Y opinion, had an appreciable share in causing this catastrophe . 
If we take into account the fact that large proprietors are nor, depen
dent on motor·- tractive power and are less able than smaller land
hol der s to mobilize irregular manpo\1er to perform a job , it seems 
probable that \Ji thout tho agricultural reform the area seeded vrould 
have been even smaller. This of course does not contain xny comfort 
for the future . Small land- holdings , according to all available expert 
advice, .'.l.re notori ously ~asteful of an:i.nul.l or other tractive power and 

incapable of using more modern methods of production, i . e. choosing seeds 
and animal strains. 

The agricultural reform rms decided upon primarily as a '.Jar measui,e . 
The decree was issued from Debroccn early in 194-5 and ln.nd Has promised 

t o a l l those who would return to thoir village. It \las hoped that the 
Hungarian satellite arrey of the Na.zis Hould thereby be dis:tru.pted. These 
hopes were not altogether fulfilled. On the other hand the restricti•n 
of the distri bution of land to people of the same village had a further 

serious effect . Hungary is very unuvenly populated nnd landless workers 
predominate in the more arid are~ of the Tisza and K8r8s . Consequently 

e cert ain lack of population is felt in tho Truns-Danubian area, \/here 
large land- holdings predominated. Hence resistance to demands by the 
Russians to h'.lnd l ana over to them for the maintenance of the Red Arrey un.s 
con.siderably \:reakened. Yet the pro"'Jlem of over- population vm.s not solv d 
i n other part□ of the country, especially those inhnbi ted by Germans Hho 

are being •••• / 
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2.ro being mq)clled. The central c1.&nini3tration, moreover, broke dmm, 
and much un~uthoriavd land-grabbing is reported. 

The une"3Y relationship beb;een the Left and the Right i;ill make 
a r~tional solution of the problem more than difficult. It r,ould noem 
obvious to the objective observer, that such a solution could only 
come by the st~te retnining a large number of farms in order to insti
tute n develorment and educationtl progrmrme in all parts of the 
country . At the srune time it 1:ould be more than important to reorg::mise 
and rationalise 1 nd holding. Strips of land in one oYmership are nm, 
uneconomically sc.1.ttered. At the same time nmall lana.holdings , uhich 
are at present the only important typo of unit, ought to be combined 
in economic.1.lly i:orkablc l'lrgo uni ta, c:cpable of efficient production. 
Thls could be done either through orgru1ioing producers' cooperatives 
or through grouping the holdings together "G common property \litp 
share-participation (simil'.lr to the syst8m adopted in Russia) . Both 
solutiono will be hot:l.y oppoced by the peasant, ·,,ho al.ready distrusts 
the perIIlcmence of the land-reform and think□ that he uill have to 
relinquish his nenly-n.cquired holding□ in favour of the old ovmers • 
This feeling of uncertainty and distrust is yet "-nother factor in the 
decline in productive intensity. 

The Government h·s tried to ensur the proper use of the scanty 
mech nic:11 :md r..nimal tr cti ve pm:or, but ms not able to enforce its 
decrees fully - in Gome parts of the country hn.r:ily at all . New 
decrees h'.1.ve nor, been publinhed to intennify crop collection. An 
increasing proportion of tho product has to be delivered as the size 
of the holding increases. Some action has been taken to import seed, 
rind further action is contempb.ted to improve the anim-"l stock. But, 
as I nay, it is quectionable •.:hethcr theae decrees can be currently 
enforced in the teeth of the determined oppoGition and distrust of the 
peasant. 

2. Industry. 

It is one of the most tr gic anpects of the present Hungarian 
position, th~t the country h·s bven reduced in so formidably short a 
time from a state of comparative affluence to complete penury. The 
affluence ,as to~ lro-ge extent due to the ccnscious sabot~ge by all 
u time Govarnmentc, prior to ";'1e occupation of the country by Germ:i.ny , 
ef the Germ'"' rnr-cffort . Some Gov€.rnmonts d ed more in this res
pect, some less. But it might be ener.'.llly oaid thr1t the Germ._ms did 
not ben fit to ·mything like the full extent from the Hungarian productive 
potenti~l. Indeed in this res.ect Hung~ry did better than most 
occupied Allied countrico. 

(i) One of the ~~US83 of thv present complete loss of commnnd ovi,r 
the economic sy.Jt0m, as ,7i.11 be mentioned below, is that Hungary never 
had a 1 cononv, in the scn:::;e of tho :ord, fo.miliar to those \lho have 
lived in Englanii during '.ost:l.l.'.ties. That iG not to s y that Hungary 
did not lr gely exp nd pro uctivv c~pecity, especially in the war 

industries . Thuy cert irJ.y aid> p·rticul ly in the preliminnry 
phases of thll \/ar, say u to the middle of 194-2, and by using German help 
to~ c- nniderable exte t, A large p ,t of the output, hov~ver , r,a,s 
secreted in nc ro:y or mot er~ d u~vd to build up considerable 
reserves of machines, finished- nd semi-manufactured products, as •;,ell 
o.s ra, materials . It m.9.y be said lit' out much fear of contradiction 
that the Hungarian economic system uas hardly ever better employed, im.i~e 
agriculture benefitted from the relative Dnprovemont in its pricas com
pared vith those of industri"l products. 

(ii) •••• / 
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(ii) In tho short period boti!cen r'in.rch 17th, 1941-1-, ri.nd tho 
siege of Vienna. in April, 19l1-5, Hungary experienced a loss of mo.tcrral 
\Jhich can hardly be pcrallolled in modern history. Tho first phanc 
of the cn.to.atrophe connistod in the so-co.lled "ev'lcuation" by Germany 
of product i vo capr'..ci ty, tr'.lnsport-ma terin.l and n. considor.:1bl0 runount of 
products at all at ,gos of ronufo.cture . It is roughly entimn.ted thn.t 
\Jell over 60% of the motor cnrn, 8Wo of the ships and somm:hat more 
than half of the rolling stock of tho railroad:::; di:::;n.ppco.red into 
Austrb. o.nd BD.varfo.. Tho "J!lount of IIL"..crinon removed c:umot bo esti-
mD.ted. It is said to ran.ch 7-9,000 rnggom . A l2rge part of tho 
co.pnci ty of tho biggest engineering vrnrks , optico..l uorks , tertile 
factories, etc. has been removed, <>:.nd are nO\: to be found at different 
stages of decay, some \7ell - preserved in factories doing nominal \tork, 
some resting in barges and at i.JD.yside stations betneen Hungary and the 
Rhine, To this has to be ~dded huge numbers of cattle and other 
livestock, unfortunately comprising the best breeding material in the 
country, 

The parties of the extreme Left , presumably in an endeavour to 
blame entirely the No..zis for the present economic predicament of the 
oountry, have published estimn.tes varying betrJOen 17-27 1 000 million 
pre-vm.r Pengcls . In actUc~l fact the loss might be estimated at 
betrreen 3 and 4,000 million pre- war Pengcls , i.e. ~t about 800 million 
dollars. The crippling effect of the removals, however, is not 
adequately expressed by this figure, for the Germans have tried 
systematically to pn.r~lyse certain industries by removing vital parts. 

(iii) The second catastrophe befell the country through bombing 
and fighting. In certain pn.rts of Budapest thin ho.a been rather 
serious and the textile-crisis r,hich is now rousing much trouble is 
to some extent due to this factor. 

(iv) Finlllly tho Russi[ms , on the basis of paragr.::i.ph 11 of the 
Armistice, connnrmdeered nnd in certain instance::; removed factories 
and other equipment , or decl"red parts of the Hungarian capital-stock 
rm.r booty. The in~ustrinl loss c..rising from these measures alone has 
been put 'lt soma 150-170 million dollars . It must be renh.'1.rked, hou-
ever, tha.t the consequence for tho Hungarian econonw and the cost of 
repla cement far exceeds Russia's g~in, not merely bero.use of the 
losDes sustained during tr-,nsport1.tion and the deterioration of the 
material, but ".lso bec'lU/J1;; of t:i.rn huge burden of dimn..1.ntling and re
installing the m.~chinory. 

( v) A further loss has been sustained and \Jill be increased by 
current deliveries of cxicting factories on repnrQtion ~ccount . The 
relevant sch0dult cells for the dismantling ~f (A) 15 big factories and 
43 main-itemn. The vn.lue of thei:JO is put at 9. 9 million dollars. In 
point of fact the cont to Hung~ry of dismcunting and replacement is 
estimated "-.t \ ·ell over %30 millions. To theue has to be ndded the cost 
of -packing, disp61.tch ·md inst.::i.11,.tion. I should be surprised if 

Hungary were able to replace th0 lont c'.l.paci ty ~.nd pay for the removal 
of the old cap~city under hO million dollars. 

Nevertheless, if fr.:mcy conceptions cf mr damage, \Jhich nould in
clude the loss of revenue during the imr arising out of German action, 
etc., are rej0cted, one may still estiin<"..te the total Hungarian loi:ls at 
1/3 of the C'.lpi tal of the t~tal nn.tiom.l \1eal th. Such an r..brupt 
lm7ering of the productive c.:tpaci ty of the nation h.'ld to have n. c.'1.tas
trophic influence on the st.andnrd of living. It has been accentWl.ted 
by the breakdm,n . of foreign tr'lde, the loss of circulating capital ruid 

by the decrease •••• / 
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by the decrease in the productivity of labour, due to insufficient 
ffeeding on the one hnnd: and of \leakening discipline , duo to troubles 
connected 'Ji th the social and poli tic.'ll change. 

There is a continucl series of bottlenecks, one nnrror1or than the 
next, nhich prevent the use of existing productive capacity above 30% 
of 1938. The most acute of th~so is coal; the output in about half 
of the pre - wn.r level. Imports hnve shrunk to a negligible proportion 
and n.re exclusively used by g~s-'Jor1rn 'lnd for :1. p:1rtial re-starting of 
the steel furnaces. If thio bottleneck could be broken, the productive 
effect of tho engineering industry might be doubled, provided ether 
rm, material□ uere o.v1.il'lble. The lack of me.chines does not prevent an 
increase in production, except i~ certain special circumstances, though 
large parts of the equipment is 11orn. The ultimate bottleneck is 

labour, nhich r.d.11 prevent an exp1.nsion nbov9 pro-\1ar for a long time 
to come, unless tho 'lgricul turn.l :i:eform v✓ill not prevent o. reduction of 
the relative rur~l over- populntion. 

Hungarian industry h'ls :::tl\/ayo h1:..d '1 surplua c.1.paci ty and the 
developments since the end of tho 'Jc.:r need not have in principle reduced 
the output to the lm, levels nor, experienced, apart from those special 
fact~rs \7hich h.1.ve been enumerated. Thero is a strong case for a 
limited import programne of induotrial rehabilitation material, both. 
machines and r:i.rr m.".toriru., to start Hungary on the road to recovery. 

I shall continue my report. 

Yours sincerely, 

T.B.ALOGH. 
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OTn.r:nr: '!'WI) .L;"".f. ~ OFFICE OF 

• • • • TO • • • o • • • o o 

G,~m~1.~L COUNSRL T>l v~ 
MR.K./ .. /ITUKIN. 

• • DUDLPES T. 

D.i,T:.ID. 25th ~·.pril 1946 
D. 18.43 hours . 

( EN CL.'. IR) 

1 • Exchc.nco of' letters bctuccn Director Gc:nc~o.l o..""ld Ht.U18v.rio.n 
:M::;.nister ·.71:'.shj_:nr;ton of j·I st Jcnl:-lur.y nnd 1 }th Fc:bruo.ry 
snc•.1ld be ~'..l.br.ri ttcd to Jillicd Cmntrol Cor;1r..ission in order 
to ob+.c.in fo:cmal o..ppJ'.'OYa.l of com1:1itmcnts undcrto..ken by 
Hunccrio.n Govo~n~cnt . 

2 . You should nlso c.sk l:..llied Control Corru7lission for 
o.ssuro.nccs cno.blinc UNTu."11. end the Hll.11.[_;o.rin.n Government to 

Mil/DKQ 

cc:rry out the UNRR.l. pror..;rnm;-:1c . Prcfurc..ble tho..t these 
o.s::iurc.nccs be obto.inoc."l in YITici11[; but if ;.llied Control 
Co1.1r.1ission scums co-opero..tivc will le, vc it to your 
d:i.sc:r-e-!:ion wh:;thcr or not you should press for wri tton 
cssur1'.Ilccs on this point but r.10..tter r.mst be bro~ht to 
o.tter.tion of Conr.rission. 
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DATE 

~.CTIJL : Dept . Office of the 
General Counsel . 

~.1.c . Dudley ~d. 

W11.SHINGTJN •••••••.•••.•.. . .... , .. TJ ........................ . . .. . LJNIX)l\J 

Ho . 4822 
. t~n Clair 

.uaTED : 23rd , ... pril , 1946. 
RECD: 2J . 2J hours • 

23rd J,.pril, 1946 • 

1. a ,ree .n . c.r· . shoulcl re re uested fon.mlly approve exch3.ll(J'e 

of 1 tters with Hun arian Govem,ient . 

2. Su~rrest leavin:.: to discrs;tion 1,1ission Chief ,1hether necessary 

t obtain fon:aal writteI1 assurances fro . .1 ~ • • C.C . reo;arfiln,· exer,ution 

UNRR.k ... ,ro7a.:.1. If ~ ... . c . c . ~ooperative, I i"1clinc not _;rcssin '. for 

written assurances . 

"".JG/1. 
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TR94 5 SHR 23 APRIL 217P 

. 
FOR ARD FRO SCHACHTER 

YOUR 4843 

1 I AGREE ACC SHOULD BE REQUESTED FORMALLY APPROVE EXCHANGE 

OF LETTERS WITH HUNGARIAN CXX GOVERNMENT 

2 SUGGEST LEAVING TO DISCRETIO ISSION CHIEF HETHER 

ECESSARY TO OBTAIN FORML WRITTEN ASSURANCES FRO ACC REGARDt G 

EXECUTION UNRRA PROGR 

fOR WRITTEN ASSURANCES 

219P 

IF Ace COOPERATIVE I !NCLI E NOT PRESSI G 



s INCOMING CADLE ACTION: S. Dep t . , 
c.o.s. 

JUD11PES T • ... . .... , •••••• • •.••••••• .,, TO • •••.• . • • • ••• • • • •• • ., • • LONDOO 

No. 26 
Repeated to 
vYashington 17 

D. 21st. April, 1 1946 
R. 22nd April, 19Jj.6 

·• 10 .45 hrs. 

1 • In discussions re unallocated funds H··ngaria.n appropriation ( approxi
mately dol. 2,000,000) government stron3ly urges expenditure 50% fats, 25% 
bread grain, 25% su8ar, 

2 . Goverl1Iilent bases request mn desperate food position of country, No 
meat repeat no ·meat, no fat repeat no fat, no sugar repeat no sugar, distributed 
to normal consumer • 

.3.. Special categories receive su0ar and fat ir. :f....,_J.owing a.mounts, children 
expectant and nursing mothers 150 gra.i,1s s-J.gar monthly and 0.1-0,..3 milk. 
Hospitals, institutions, etc., r·e-:;e:i.ve higher sugar ra<~ions. Only miners 
specifically receive fat ra-'-:,ioris~ 1s~~-t o-l;her induotrial workers have received 
some fa.ts through cornmuni-'-:,y kitchens,. 

4 . Present bread rations for L,.."4- million non-self surpliers follovYs, 
Normal consumer (.3.2 Million) 1.50 8ra1::s daily, Duda_pest 230 grams, provfilnoia+ 
tovms manual workers 300 r;rai,1S, hea7y workeY's l,.00 3I'8.li.1s, miners 700 grBJ--;is. 
Present bread ration contains 50% r.;_D.i.zc 20% barle:r Dl:.dapest , 35% maize 
provincial towns . 

5. Government c].aims col.oY-ic value o·:: rc.tioned food o.r.101.mts 1,200 calories 
heavy vrorkers, 950 ma.r ....... al workers, 650 wh ;_tu collar worker..:;, 530 normal 

l oonsur.1ers, G50 chhl.drenq 

1t' 6. To maintain even this pitifully lch.w ration it would be necessary to 
import .30, 000 tons bread grains until new crop harvested (3,500 tons fats, 
6,000 tons sugar. Dased on goverrunent 1 s request 50% fats, 25% sugar, 25% 
bread grains, brea.kdovm would amouu.t fats (average cost do2_; _360 ton) 
approxirJately 3,000 tonsoread grain (average cost wheat dol. 71 ton) 7,000 
tons sugar averase oost dol. 116 ton) 4,500 tons. 

7 , Government claims 1945 wh~at rye ~rop 900,000 tons (of which 300, 000 
tons needed for seed) against average l)rewar 3,000,000 ton output. Mission. 
feels governments I estirnate 1945 crop aJ.r.1ost certainly too low, however, due 
~o e6onor.tlc disorgan.ization, la.ck of transport, adequate adr1tlnistration and 
feeling of general insecurity full ai;1E1ssrnent impossible. Fa.rrn.srs hoarding 
agsravated by monetary chaos (in one week since our arrival Pengo has dropped 
fror.1 .3C 1tlllion to dollar to 90 null ion to dollar) • 

8. Mission feels however, that since fat is the real basic food in Hungary 
with no meat whatsoever being dis~ributcd, present desperate position 
justifies high priority assigned by govcrru~ent to fats su3ar and wheat. 
Government emphasizes fa.ts position intolerable. 

9 • Government hruJ succeeded in in~cnsifyins sowing . ilmost 75% normal 
acreage seeded, however present droucht affcc·cs crop outlook . 

/10 • • • • 
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1 Ov Govc:rnraen~ ,JD.kc, ..,: ~:.:lal lc:a that present needs be 1.1et to avoid 
~atastrophc, and :.;.s w:i.lli!l,!_, ·:o a~ccpt, if necessary, rart of UNRR.t,. 
su::_:plies a.s n. loan s·.:.0,..;cs".;ing repayr,1ent in kind. Grain in Septemver 
October, fats November De1'.er.1ber. 

~ 1 , In vievr of the des1 ora tc situation and relatively minute ton...,ases, 
:rr'ission urJes ::'avouro.ble consideration of these requests and shipment 
at the e· ·liest poss:ible r.10oentc in or<l.er to r.m.ke smnll UNRR.1 assistance 
~f'fe:-itive. 
12. :precie.te early advi~e in order to continue disc'13sions. 

JG;NE 

' ... 
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OUTGOING c~,.: 'LE 

ORIGIN~-.TED 2-',L 
OFF. OF THE GEN. COUNSEL 

jJIV. 
l.ul . DUDLEY -.,:Jill . 

LONDON ••••••••••••••• TO •••••••• • • • • • ••• Yi;.SHINGTON 

No . 4843 

(EN CL:.IR) 
DJ.TED 19th ADril 1946 
D. 16. 30 hours 

. 
Scho.chter from 'iio.rd and Dividson~ 

·.17ith acceptonce by Hungo.ric overnwent of con2itions 
set forth in your letter of 13t F-abrun.ry o.ssume thot we 
should instruct liission Chief to obto.in n,rmo1 aj_iprovo.l by 
the ;.12l~d Control Commission of this exch:---n,;e of letters. 
vfe should als:J instruct :Mission Chief to obbin 
written a.ssuro.nces from J.llied Control Corilrnission enQblin1 
UNRRJ. o.ncl the Hunr~arion Governnent to co.rry out UNTffiJ. 
pro ~rnmme. Please advise . 

P/SD • 



UNITED NATIONS 

RELIEF AND REHABILITATION ADMINISTRATION 

VIA AIR MAIL 

• Dudley Ward 
General Counsel 
European Regional 
11 Portland Place 
London. Wl 
ENGLAND 

Dear Mr. 

A R 1 1 i946 

I have re 1ved your letter of l April 1946 and am glad to 
learn tha.t tile copy of a letter from the Minieter of .ttungary 
.bas reached you. 

The travel unit of the Headquarters informed us that Mr. Sommers. 
Chief of Miasion for ~aey left Washington on 4 March and it 

// ., , ,, 
wae not au.rpriaing that e was unaware of the letter of March 19. 
It • for this reason t.bat a cable s sent you informing you 
of the recei t of the letter from the Hungarian Minister. 

16 

Sincerely yours. ~ 

~f- £· 
oeliu Dai 

Depucy Cnief of the Secretariat 
-
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Personal Rcpresentn.tivo of 
Director General 

Chief of Fin"..nce & ,d.J.i.nistro.tion 
Chief of Relief Services 
Chief of Supply 
Genern.l Counsel 
Deputy Chief of Relief Services 
Deputy Chief of Fin:rnce & _·cJ.ninistro.tion 
Deputy Chief of Supply (2,1r• Herbert) 
Deputy Chief of Supply (.t."r . Sch'lctf) 
Director of Personnel 
Deputy Director of Personnel 
Director of .i,dninistr.'.'..tivu Services 
Deputy Director of •. clninist:c'ltive 

Services (Colonel Gn.in) 
Deputy Director of :.auinistr['.tivc 

Services (Colonel Stro:.,.1en) 
Director of Org'..'l.nisn.tion md :.~"..no._·c, .. ent 
Deputy Director of Org"-1'1L ,·c.i.vn c..ncl 

l,""..11' • .;CLlE::Ut 

Fron : Legal Adviser 

Subject : Er.,er ,ency ,.ssistnncc to Hun)i:::i.r.v 

8th ii.pril 1946 

Director of Fin'lnce 
Director of :ccounts and .. ucJ.it 
Director of Health Services 
Director of elfn.re nnd Re~atric..tion 
Deputy Director of .olf"..re .:md 

Rvp"..tri"..tion (~.r • . tb.binoff) 
Dc:i_:;uty Director of :0 lf'cre :-ncl 

:i.l:p'l.trfotion (:i.:iss .. bcJ.in) 
Dirnctor of Su:;_::ply n.nd Procurcr:ent 

Division I 
Dir0ctor of Supply md Procurv .. ent 

Division II 
S •. to P • .2.. D. G. (Ir. :oodbridge) 
S. , . to P , R.:;J. G. (Lr , :ro.ight) 
Director of Opcro..tional :.nnlysis 
Deputy Director of Oper".tionnl .~nalysis 
Director of Infor:.k'ltion 
Dcj_:::u-ly Director of Infon:1e1.tion 
Volunt"'-r/ Society Liaison Unit 
Externnl .~uditors ' Senior Re~:::rcacntntivc 
Historin.n 

The £ctto..chod letter of 19th .... c.rch 1946 fron the :..inister of Hung:l.ry 
together ·.rith the Dir<cJctor Gcner3.l I s ktter of 13th Febru"..ry 1946 (uhich is quotccl 
in full) cons ti tutc the H& .. inistr.:'.. tion ' s agrce.,:cnt ·.:i th the Hun ·'\ri::i.n Governncnt 

- for n. progro..r."_:c of e .. ergency assisto..ncc • 

• Louis c. .)tc,Jhuns 

u.N. a 4977 
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:i,io.rch 19, 194-6 

No. 965/1946 

1 ;;- cleo..r Governor Lehlim: 

On b'-'half of ,i.y Governnent, I beg to ackno'.rlecl:,e receift of your letter of 
February 13 194-6, readin · o.s follous : 

"The Central Cornr.tlttee of UWtRA o.t its ucetin[; on 5 1<
1ebruarJ 1946 adopted o. fornal 

resolution authod8in; vm::~r!Sency relief o.ssist.:.mce to Hum;.'.lr.f, in .J.ccordnnce 7i th the 
principbs previously agreed to by th'-' Co lflittee c..ncl crnrn ,unicated to you in DY letb;r 
of 31st Januo.ry 194-6 . A COJY of this resolution of the Central Committee is atfa.ched 
hereto for the infor11~tion of your Governnunt. Pursuant to this resolution the ,draini
stration is proceedin.,: "'ith ir.u.,.:;di1.te ~-rr'.l.n u1,1ents for the p:cogrD.:!:1ming, j;rocure,,1,rnt 
ancl shipnent of su.t:'plh.:s to ·-iun"'-:t:cy at the e.'.l.l li-.)Gt possible ti1,1e . 

- In insti tut in · o. liui tl...id relief i:;ro.;rau .1.'or tiun '.l.ry, the jdr;1inistro.tion aoes 
so ··.d. th the understo.ndin · tho.t your Govern1.1unt · ;ill comply .:ith certetin conditions 

.-.~ich govern thc_furnish~n · of, nssi~t-:tnc~ ?Y tho A&Jinistration to all_cou~tries • . 
w irst, the suppll1.;S furnished y thl...i , , 1n1..,tr.'.ltion r.mst be used :::mCL distributed in 

ccord.'.lnce with the polici1...,s of the UN:Hi Council, ; ::1rticul"..rly n.s enbodied in 
Resolutions 2 .'.lnd 7 thervof. In 1.ccord.1.nce .:ith our usu1.l pro.ctice ·,;e propose to 
send to Hunf_;:..ry o. 1;ussion to represent th0 f, ,tlnistro.tion ond to observe the opero.tions 
of the progroJJ. re ;ould expect the Hun~l'..rinn Goverru.!.mt to keep this Lrission fully 
informed reg1.rdin · the c.Listri bution of suppli0s Ji thin Hun~;t1ry o.nd to afford the 
~ ssion oppo~tunity too serve such diJtri ution at o.11 sto.6cs. For this ~urpose the 
1,:ission must be o.fforc...ed freodor:i 01· 1..over,1cnt and fo.cilities to eno.ble it to diechn.rge 
its rvs_ponsibilitics under this prot.:.rr~.,. .t'urthcrr.1ore, it is understood that your 
Government ,rill ;rci.nt to the uission mcl to its personnel the privilc0es, i1.1r.mni tics 
anc.. cxcr, pt ions rccoi.~ -..nded )Y the Council resolutions. .s in o.11 other countries, 
it is expected th'.'.'-.t your C}overnr,1emt ·.;ill r.1cet all of the loc'll cu1~rency expenses 
of the •. d.ssion in Hun ·"ry. - I should a 'preci1.tc it if you ·roul'l con.Cirm th'1t your Govcnu.icnt is in 
'1 r<:;e .,cnt · -ith the tor s of UNRR1\ A.ssist nee as cont".incd in the resolution of thv 

ff Cuntrnl Co1.~.i ttcc and 'ls stc1ted in tUe letter." 

I should lik_, to confirr.i. th1.t the 11un 'J.rian Governoont is in ngrccr.1ent ,rith 
the terns of U:NRi.1.A assist,1.nce, 1.s conto.inccl in thu resolution of the Centrc..l 
Coi.,ni ttec nnQ s st".ted in your l0ttcr cited above • 

. \t the so.LC ti,.10 I ·,":i.sh to ex~ J.'~ss thv ;.c:'.ti tudc of the people of Hungo.ry 
for the decision of the Centrnl Co1.ir.d. ttcc of UNRRL'. to extend nid to Hungary. 

I be to rer.min, ,.zy dc::i.r Governor :::,ch.i "n, 

Sincerely yours, 

The H.,nornble Herbert H. Lehr.rm, 
Director General, 

s/ U.nistor of Hungo..ry 

United N1tions Jclkf .:ind .. h..._ ili t1tion .• J. .. inistration 
J shington, n.c. 

u.N. a 4977 
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FOR INFO L'.TION ONLY 

INCO' :ING c .. _ LE 
(Copies to Sir • • Crcc.gh 
( 1.r. Custon 

l>.TTENTION: Dc,pt S . 

.... SHINGTON 
•••••••••••••••••• ti ••• TO • • • .•••• . .••• • ••••• •. • • : UD.t~ST 

~.u-. Herbert 

Ne. 6 
:C. 5th .i ... :-ril 1946 
I~. 5th liJ.Jril 1046 

20:,0 hrs,. 

En Clnir 
Acpcnted ERO 3660 

For .,tr'.nley Sor ·.er ---------------

//IT 

1) :.,con.use of '•rent nee for clothi~ UNR · ... hns s
1 

onsored 
N".tioml clothine collection ni th 1,articipn tion cf 
N~tioml Eauc~tionul labor lCligious Socinl nnd other 
Groups of U. S. object of victo:ry clothi ng collection to 
collect uswd clothinc for distribution in li crated 
~rc.::i.s . This clothinr contributed 1)y people of U. s. with 
unc1ersb.nding it will , e c.listributed in "..ccorfunce with 
resolution ·.., . 2 of UNR.t'1A Council :.nd dthc,ut cost t 0 
ultir~te rvcipient . 

2) One nillion pounds :illocn.tua for distri' ution Hungury. 

3) 

4) 

Expenses of "..lint, ru1 ru nfilin;__, 
nbsor, ed by llNRR' ... nncl wilJ net 
n.side within UNI ... for purch."..sc 
and foot\mar for Govcrl1I:1ent s . 

thi clothi will be 
o udt_;eted ryuinst nds set 
of c:othin[ tc,xtilcs 

le o.dvisod ur't...o.ri"..r. r ... r..;sentc.ti!V"e 
:;ov rnr .. cnt . shingtcn who inforned 

5) Clothi11t •,1ill , e ship cd os so n "s possi' !e r.i.1 c.dvise 

G) Cur ck sire is to et contributed clot hint• ship cd to ycu wi. th 
utr ost speed a refined sorting r.,endiI1t· n1 cleaning pre ess 
in U. s . would r.cn.n long delo.y shipr .. ent , thu ,...lothing my not 
be in proper condition for distri ution to ultio~te reci~ient 
presswe of baling •. "•Y destroy uttcns n.nd fo.steners ~ ::::.c.rge 
'Jr ... ortion may ooed r:.t,;nc1iru· you should "rrange at once for 
resorting and necessary ucld.itioncl proccssi ~ clothing prior 
to distribution. Su est you set :t workshops for this 
purrose as other Govcrnr ent s "re doi • 

7 ) /c >elievc; evc;rythi sent cnn be used sr;'\.ll per ent e r.~y 
bo ro · nnd rennr-..nts but these may be usec... "'S shoddy in wool:en 
l ;ills. 

0) ro so.tisfy ,ides:::,rca.d ublic intt.:rest in U. s. c.1 le men 
distribution cor.:r letcd on mthods o.p ortioning c ntri1:>uted 
clothin._ an1 ~ cmcies handling . D scri1Je also pu lie re ctio 



HUNGARY 
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J.R. raighto 



.~esp. An. ~ 4 

Mr. liu Dai, 
Deputy Chi f o~ the Seer +~riat, 
U.N.R.R.A., 
1344 Conn cticut Av nuo, 

shi ton 25, D.C. 

D3 .,.. • Peoliu i, 

Yours sine r ly, 

Goner COU.."13el. 

1 t .A ril 191+6, 

-
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