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The International Bank for Reconstruction and Development today announced

its first loan in Austria. The loan will be in European currencies, expected

to be Italian lire and Swiss francs. It will help to finance the Reisseck-

Kreuzeck hydroelectric power project being constructed in southern Austria.

The project will make more power available to industries, and will enable Austria

to increase power exports to Italy. It represents an important step in the

realization of Austria's large hydroelectric potential, which is one of the

chief natural resources remaining to be fully developed in Europe.

The Bank expects that about half the loan will be disbursed in Italian

lire and about half in Swiss francs. Italian lire in the amount of approximately

3,750 million will be provided out of Italy's subscription to the capital 
of

the Bank. Some 26 million Swiss francs requiredto cover the balance of the

loan will be drawn from the proceeds of the Bank's sales of its bonds in

Switzerland.

The co-borrowers are the Draukraftwerke (Drau River Power Company), and

. the Verbundgesellschaft (Austrian Electric Power Corporation), the Government-

owned company which as part of its national power network controls the operations

of the Draukraftwerke. The Verbundgesellschaft system serves seven of Austria's

nine provinces, and the companies it controls supply about two-fifths of the

public power consumed in Austria. The area served includes Vienna and most of

Austria's industrial centers.

The project will harness the potential power in a number of lakes and small

streams situated in the Reisseck and Kreuzeck Mountains, a part of the Austrian

Alps, which flank the valley of the Moell River. At completion, which is expected

at the end of 1958, it will add 112,000 kilowatts to generating capacity in Austria.

Austria's rivers are fed largely by melting snow from her mountains. In

winter, they virtually dry up, and can supply little water for hydroelectric

power; the electricity networks have to depend heavily on thermal power during

this period. An important feature of the Reisseck-Kreuzeck development is that

it provides for water storage and the generation of hydroelectric power in 
winter

as well as summer.

As part of the project, four natural lakes high in the Reisseck mountains

will be made to serve as reservoirs and another artificial reservoir is being

constructed. Together, they will have a capacity of 18 million cubic meters.

The fall in elevation of some 5,800 feet to the main power station will be the

longest in the world, and will generate an extraordinarily high output of power
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per cubic meter of water. In the summer, when there is a surplus of water and

power, a pumping station will return water up to these reservoirs for storage

and power generation in the winter months. This will make possible increased

supplies of power for Austrian industries and for industries in northern Italy

which likewise experience winter shortages of electricity.

Construction of the project was started in 1947; at the end of 1953, it

was about 30% completed and partially in operation. Two generating units with a

combined capacity of 24,000 kilowatts have been installed at the main plant,

known as the Kolbnitz power station, 2,000 feet above sea level, on the Moell

River. Canals and other civil works required to bring water to the units have

also been built.

The remaining part of the project to be completed and partially financed

by the Bank includes the expansion of the Kolbnitz power station to 104,000

kilowatts; the construction of a new 8,000 kilowatt station (Rieckenbach) at

an intermediate elevation on the Reisseck Range; a pumping station; dams, tunnels,
canals, and other civil works necessary to bring water to the power stations.

The total cost of the Reisseck-Kreuzeck project is estimated at 898.7 million

schillings ($34.5 million), of which the equivalent of $9.8 million had been

spent at the end of 1953. The Bank's loan will provide the equivalent of $12

million of the funds required to complete the project; the remaining $12.7

million will come partly from the funds of the Draukraftwerke and partly from

the shareholders (the Federal Government, the provinces of Carinthia, Styria

and Lower Austria, and the city of Vienna).

The loan is for a term of 25 years and bears interest of 4-3/4% per annum,
including the statutory 1% commission charged by the Bank. Amortization will

begin July 15, 1959. The loan is guaranteed by the Government of Austria. It

will also be secured by a mortgage on the Reisseck-Kreuzeck properties, and
by an assignment to the Bank of the Berbundgesellschaft's rights to payments

from the two Italian power companies which have contracted to buy power from

the Verbundgesellschaft.

After having been approved by the Executive Directors, the loan documents

were signed today by His Excellency Dr. Karl Gruber, Ambassador for Austria in

the United States, on behalf of the Austrian Government, the Draukraftwerke
and the Verbundgesellschaft, and by Robert L. Garner, Vice President, on behalf
of the International Bank.

SUPPLEMENTAL STATEMENT ON AUSTRIAN LOAN

The Republic of Austria has an area of 32,369 square miles and a population
of 6.9 million people. It is well favored with natural resources of which the
most important are large areas of forest, deposits of iron ore, brown coal and
oil and a substantial potential of hydroelectric power. Austria's present annual
production of hyiroelectric power is about 7.3 billion kilowatt hours and it has

been estimated that this figure could be increased by as much as five times if the
hydroelectric power potential were fully developed.

Since the end of the war Austria has been engaged in a program of reconstruc-
tion and economic expansion which, with the help of the European Recovery Program,
has led to a striking increase in industrial production and exports. Total
industrial production is now 70% above the pre-war level, Many basic industries,
some of which had their origin in German investment during World War II have
been expanded and turned over to peace-time production. The Austrian power



industry was among the chief beneficiaries under the Recovery Program; among the
more important industries which have increazed their capacity under ERP are the
Austrian Iron and Steel Works and a nitrogen fertilizer plant both at Linz, the
Ranshofen Aluminun Works, the ELIN Compapny which produces electrical equipment and
the Steyr-Daimler-luch Company which produces trucks, tractors and motorcycles.

During the reconstruction period, Austria had to contend with a rising
inflation. The necessity to concentrate upon investment created an upward
pressure on prices and wages, and there was an eightfold rise in the price level
between 1945 and 1952 when the inflation was finally brought under control. With
the stabilization of the currency there came a rapid improvement in the balance
of paymehts. Until mid-1952, Austria had a deficit in the European Payments Union
which had been covered by means of aid from the United r'tates; but after mid-1952
she began to achieve surpluses with other meimbers of the Union and has maintained
this position for the last year. In the year 1953 the Austrian balance of
payments closed with a current surplus amounting to $71.5 million, and in January

1954 the Foreign Operations Administration was able to announce that further
economic aid to Austria was not necessary. The task of reconstruction in Austria
has thus now been completed and the economy is self-sustaining. Provided there
is no large fall in the demand for Austria's exports there is every prospect
that she will be able to maintain a balanced and viable economy in the future.

Austria must now concentrate on the further development of her resources.
One of the most important tasks at present is to establish a domestic capital
market so that the best use can be made of local savings. Some progress has
already been made in this direction; and last year a large internal loan was
issued for the purpose of raising capital for electric power development and it
brought in approximately $26 million. But it is also necessary for Austria to
import capital if her resources are to be developed without great delay.

Austria is in a good position to increase her foreign borrowing. She has
recently reached agreements with her creditors concerning treatment of her pre-
war debts. Her present external debt is among the lowest of all European
countries and it is less than a third of its pre-war amount.

Austria is still occupied by American, British, French and Soviet troops.
Despite occupation the country is not split into separate economies. The Austrian
Government has authority over all of Austria, and trade, traffic and the movement
of persons over the zonal borders is now quite unrestricted. Some aspects of the
Soviet occupation, however, constitute a serious economic burden. The Soviet
Union is in possession of the well-known Zistersdorfoilfields which are now
producing over three million tons of oil per year. It also operates some 350
other enterprises which it appropriated as former German assets. While this
constitutes an economic drain on Austria, it is not a major obstacle to further
economic development.


