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ABSTRACT

The London debt-settlement agreement of 1953 resolved the questions of
Germany’s enormous foreign public and private-sector debts from the time
before and after the war. The three Western Allies insisted on re-establishing
the Federal Republic’s credit-worthiness as a precondition for re-attaining
sovereignty.

During the war the British and Americans were already considering the
question of Germany’s debts, with the British taking the leading role. Dur-
ing the war and shortly thereafter the main issue was to secure legally the
demands of foreign creditors against the competing claims for reparations.
Once the East-West conflict started, the question of reparations became no-
ticeably less prominent. Allied post-war supplies, and above all the Marshall
Plan, then created further debts, which had to be dealt with first. Debt-re-
duction was unavoidable here if a general agreement on Germany’s foreign
debts was to be reached. The Americans played a key role, being the main
creditors in almost all debt categories, and they made relentless use of this,
much to the regret of the financially-weakened British. As far as Washing-
ton was concerned Germany’s foreign debts were a means to an end in the
context of American global strategy.

As the legal successor to the German Reich, the Federal Republic took
over liability for all Germany’s pre-war debts. A declaration to this effect
was an essential prerequisite for a revision of Germany’s occupied status.
There was huge concern amongst the Western Allies that the Germans
would renege on the repayments.

It was not until very late in the day that the Allies included the Germans
in the debt-settlement plans. One of the main reasons for this were the on-
going differences between the British and the Americans. Chancellor Ade-
nauer appointed the banker Hermann J. Abs as head of the German debt
delegation, who for some time had been advocating a quick repayment of
Germany’s private debts. He saw the creditors of today and the lenders of
tOMOrrow.

The main negotiations were extremely difficult due to the diversity of the
claims. They were made even more complicated by Israel’s reparations
claims which were dealt with at the same time, against the express wishes of
Abs. The main point of contention in the negotiations was how to deter-
mine Germany’s ability to raise and transfer money. The key to the success
of these difficult negotiations was eventually an increase in maturity of the
debts and a slight modification of interest rates. The capital remained



478 Abstract

untouched. This aspect is very important if the London debt-settlement
agreement is to be used as a model for solving the debt crisis of the Third
World.

During the concluding negotiations a controversial passage was included
in Article 5, paragraph 2 of the debt-settlement agreement, deliberately de-
signed to prevent any demands similar to reparations in the future. Despite
its enormous importance for the early history of the Federal Republic, the
London debt-settlement agreement has so far been largely ignored by con-
temporary historians. This book, based on wide selection of sources, is the
first monograph on the subject, which it approaches from a variety of dif-
ferent perspectives.
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