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PART I. THE EFFECT OF THE LOAM FROM THE I.::B.R.D. 

A. The Reconstruction Progra.m 

1. The Loan of $40 million ID8.de to the Kingdom of Denmark 

in August 1947 was to help to pay for imports needed for the 

Danish Government's reconstruction progrem. Under this nrogrcm, 

houses, factories and workshops would be built, industrbl en_uip-, 

ment renewed and extended, and part of the 1-.rartime shipping Lo s oe s 

mad.e good. The means to carry out this program were to be obtained 

partly by raising product Lon and cutting down consumot i on at home 

and partly by draNing on the product Ive resources of other countries. 

2. The Danish Government contemplated at the time of the 

( ) 

loan aip'l I cab i on th?.t product.Lon could be raisecl by about l pe r 

cent in 1947 and by 4 per cent in 19~·8, and thflt in each of these 

years consumption could be cut by about 8 per cent comps-red ,-rith 

1946. In fact, the actual results for 1947 ue re very a_iffe:rent: 

industrial production, it is true, rose, but cgricultural production, 

owing to the bad harvest, declined; there vra.s a small net fr.11 in 

production as a whole. The import sur'p'l.us •·ras greater bhan that 

forecast, so that on balance the total resources available for 

consumption and investment showed little change. Consumption, in 

spite of a sound rationing and ,rice control system, could not be 

cut to the extent anticipated. The result was that the amount de. 

voted to investment was less thpn three quarters of 1-<hat had been 

contemplated. In 194-8, production is likely to be roughly the same 

as in 1947 and ,-!i th consumption somewhat; less, the amount available 

for investment ,-,ill be slightly more. The failure to ful±'ill the 

progrpm was due in large measure to factors beyond the control 
• 
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of the Danish Govern.l'TJent, but the program itself was undoubtedly 

based on assumptions that were too optimistic. 

B. Use of the Loan 

3. During the loan negotiations in Jarnary 1947, the 

Danish Government submitted to the Bank a, list of goods which 

they wanted to import and pay for out of the loan from the Bank. 

According to this list, ~il8.9 mf.Ll.Lon of the loan would be spent 

in 1947 and the balance of $21.1 million in 1948, the closing date 

being December 31, 1948. As shown in the table below, up to t~e 

end of 194 7 only $1. 3 million had been used; in the first half 

of 1948, ~>1.5.1 million was used. 

4. Disbursements to June 30, 1948 (rounded off to the 

nearest t~lOOO) have been made up as follows: 

t) 

Uu to December 31, 1947 
Ja-i uary 1948 
February 1948 
March 19Li8 
April 1948 
~ray 1948 
June 1948 

Total disbursed to June 30/48 

Balance to be disbursed 

(~ 1,270,000 
691,000 

4,144,ooo 
1,217,000 
4,586,000 
1,475,000 
3,065,000 

16,448,000 

23,5.52,000 

40,000,000 

s. The distribution of disbursements according to 

cat.egor'Lesfrcmded off to the nearest f;lOOO) is as follows: 
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(As of June 30, 1948) 

Category Present Loan 
Commitment 

Machinery 

Agricultural Eachinery 
Textile Pachinery 
Turbines, refrigeration Equipment, 
machine tools and other machines 

Trucks 

Ot,er Capital Equipment 

Laboratory atl hospital equipment 
Tires and tubes 
Radar Equipment 

Materials for Capital Equipment 

Rolling mill products for iron 
and steel 

Hardwood, mainly for ships 

Disbursements 

6,000,000 
2,100,000 

3,000,obo 
2,700,000 

13,800,000 

2,100,000 
1,900,000 

400,000 
4,"!.i00,000 

6,200,000 
600,000 

6,800,000 

2,347,000 
77,000 

l,h72,000 
439,000 

4,335,000 

35,000 
1,046,000 

97,000 
1,178,000 

2,873,000 
96,000 

2,969,000 

Raw Materials - 
) Yams ar d Textiles 6,200,000 S,095,000 

Chemicals 4,600,000 710,000 
Non-feITous metals 4,200,000 2,161,000 

1,,000,000 7,96b,OOO 

Gross Total 40,000,000 16,448,000 

6~ The Bank has recently discussed with the Danish Govern- 

ment the reasons for the slow rate of drawing~ The Danish Govern- 

ment have stated that there were several difficulties which held 
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up drawings in 1947 and which would, to some extent, continue to 

affect drawings in 1948. The list of v,oods on the basis of which 

disbursements have been made was drawn up at the beginning. of 19L7. 

Between that date and August 194.7, when the Loan Agreement was 

signed, developments in the general economic situation had 

occurred which made necessary certain changes in the Danish import 

program, 1Ni. tl-i the result that the list of goods drawn up at the 

beginning of the year was less appropriate eight months later. 

Furthermore, there were delays by importers in placing orders and 

in obtaining allocations of goods in short supply, ~nd in some 

cases delivery dates were later than was expected. 

7. Admittedly, these factors oner at.ed to s Low down the 

use of the loan. But. if more administrative initiative and 

) 

vigour had been shown by the Danish authorities, especially in 

the issue of import licenses for materials needed for the recon 

st!'l+ction program, a greater use of the loan might have been made. 

8. In February 1948 the Danish Goverlli!lent submitted pro- 

posals for substantial changes in the list of goods to be financed 

out of the loan, changes which 11\TOuld result in the new list con 

taining goods which would not be paid for wholly in 1948 and would 

involve payments extending into 1950. The dispatch in Ji:a.y 1948 of 

a Bank ~·Tission to Denmark provided the oppor-turri ty of discussing 

with the Danish authorities these proposed changes. As a result 

' 

of these discussions the Danish Government. asked to be allowed to 

withdraw the list of proposed changes and to substitute therefor 

minor changes, none of which involved payments by the Bank after 
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the end of 1948. At the same time the Danish Government intimated 

.that they proposed to submit specific projects to cover that part 

of the loan which had not been expended by the closing date. 

9. The changes in the list of goods have now been agreed 

by the Bank. On the question of any balance which may remain 

unused at the closing date, the Danish Government have been inform 

ed that at the present time, no decision can be taken, but that the 

matter should be raised later in the year. 

C. Reconstruction and the Loan from the Bank 

Total imports into Denmark in 1947 were over $650 million 10. 

and dollar imports were $170 million. Goods were paid for in 1947 

out of the loan from the Bank to an amount of <\1.J million, and 

they could not have had any noticeable effect on reconstruction 

in that year. Indirectly, however, the loan was perhaps more 

) 

significant; if it had not been given, the Danish Government might 

have had to cut their dollar imports more than they did. If this 

is so, the loan could be regarded as having acted as a reserve, thus 

allowing in 1947, the use of other dollar funds whi.ch would other 

wise have had to be kept as a last resort. 

11. For 1948, total imports are forecast at 0700 million, 

of which dollar imports are forecast at $220 million, including 

FR.P. During the first four months of 1948, imports from th~ 

U.S.A. were t34 million; drawings from the loan from the Bank 

amounted to ~10.6 million, nearly one-third of total dollar imports. 
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If the Danish Government pays for imports in 1948 with the balance of 

the loan remaining to be disbursed ($.38.7 million). such payment will cover 

about 18 percent of planned dollar imports. The fall in the proportion 

) 

as compared with the first four months is due to E.'!U?. which affects mainly 

the latter part of the year. 

12. The loan enabled Danish imports to be maintained and even 

increased in the first months of 1948, before ERP aid had startecl to flow. 

Without outside assistance of this sort materials needed for ca~ital re 

equipment • for building up stocks and for mainte,ining adequate living 

standards would have been lacking and the reconstruction ~rogram would 

have been hindered. 

) 


