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DENMARK
P O L I T I C A L  A N D  G E N E R A L  

Economic and Trade Conditions in January. The
N a tio n a l B a n k  of Copenhagen and the G overnm ent 
S ta tis tica l D e pa rtm en t pub lish  the  fo llow ing  in fo rm a tio n  
on economic and in d u s tr ia l conditions in  D enm ark in  
January.

The va lue o f th e  krone has rem ained la rge ly  u n ­
changed, and the  average o f th e  quo ta tions has the re ­
fore va ried  ve ry  l i t t le  fro m  th a t in  December. The 
quota tions were fo r s terling  K r.19 .58 (in  December 
K r.19 .50), fo r  do lla rs K r.4 .04  (in  December Kr.4-.03). 
The average va lue o f the  krone, therefore, was J2-3 
go ld ore in  Jan ua ry  as against 92-6 go ld  ore in  December.

The com p ara tive ly  stable currency conditions du ring  
recent m onths have made i t  possible to  continue the  
ad jus tm en t o f the  banks’ deposits and loans. I n  th is  
connection i t  is o f im portance th a t the  greater p a r t 
o f the  am ounts placed fo r fore ign account in  the 
D anish banks d u rin g  the  sharp rise in  the  va lue o f the 
krone d u rin g  the  sum m er have now  been w ith d ra w n . 
As fa r  as the  a c t iv i ty  of the  three p rin c ip a l banks is 
concerned, the  deposits decreased to the  ex te n t of 
K r.3 2  m illio n , w h ile  the  loans granted decreased to  the  
ex te n t o f K r.2 4  m illio n . A t  the  same tim e  the  loans 
g ranted b y  the  N a tio n a l B an k  show a decrease of 
K r.2 7  m illio n , w h ile  the  currency ho ld ings were K r.2 0  
m illio n  less th a n  in  th e  previous m on th  ; in  consequence 
the  notes in  c ircu la tio n  were reduced to  the  ex te n t o f 
K r.3 5  m illio n , v iz . fro m  K r.437  to  402 m illio n , w h ich  
is K r.5 3  m illio n  less th a n  a t the  end of Janua ry  1925. 
The tu rn o v e r o f shares and bonds on the  Copenhagen 
Bourse was sm all in  January, m ore especially m  the  
case of shares, the  w eekly average fo r bonds being 
K r.4 .0  m illio n  and fo r  shares K r.1 .4  m illio n  as against 
K r.4 .4  m illio n  and K r.3 .2  m illio n  in  December.

The index num ber fo r  S tock Exchange quota tions 
Points to  a lack  o f in te rest in  shares, and there  was a 
decided slum p in  sh ipp ing shares. The bond index 
num ber f o r Janua ry  was 86.6 (in  December 86.8) and 
the  share index num ber 95.0 (in  December 98.4), ta k in g  
100 on J u ly  1, i 914; as the  basic num ber.

The wholesale p rice  index num ber of the  S ta tis tica l 
de pa rtm e n t, w h ich  had rem ained unchanged du rin g  
the preceding m on th , fe ll 4 po in ts  and was fixed  a t 172. 
The decrease in  Janua ry  was m a in ly  caused b y  the 
«nver prices fo r  a g ricu ltu ra l produce and feeding stuffs.

The trade  balance fo r  December was m ore favourab le  
than  fo r  N ovem ber, and com pared w ith  December 1924 

was v e ry  m uch be tte r. Im p o rts  m  December 
am ounted to  K r.153  m illio n  and exports  to  K r.132  
m illio n , thus showing an im p o rt surplus o f K r.21  m illio n  

against K r.2 7  m illio n  in  the  previous m o n th  and 
K i 'T 7 m illio n  in  December 1924. The to ta l trade  
balance fo r  the  year is, therefore, considerably be tte r 
th a n  in  1924, the  im p o rt surplus being K r.129  m illio n  
as com pared w ith  K r .2 1 1 m illio n .

A g r ic u ltu ra l exports  in  Janua ry  were on a larger 
w a le  th a n  in  the  preceding m on th , exports  o f m eat 
and ca ttle  being even tw ice  as large. The average

w eekly  e xp o rt o f b u tte r was 23,819 hkg . ( in  December 
22,821 hkg .), o f eggs 633,200 score (in  December 591,700 
score), o f bacon and pigs 36,290 hkg . ( in  December 
35,185 hkg .), and o f m eat and ca ttle  11,948 hkg . (in  
Decem ber 6,405 hkg.).

The prices obta ined fo r exported p roducts have been 
som ewhat low er tha n  in  December, the  average o f the  
o ffic ia l w eekly quota tions being fo r  b u tte r, K r.325  
(K r.335  in  December) per 100 kg. ; fo r  bacon, 201 ore 
(202 ore in  December) per kg. ; fo r  eggs, 250 ore (322 
ore in  December) per kg. ; and fo r  m eat, 57 ore (62 
ore in  December) per kg- liv e  w e igh t.

U nem p loym en t continues and was nearly  double 
th a t  o f las t year, the percentage a t the  end o f Janua ry  
being 31.1 as against 16.9 in  Janua ry  1925. I n  the  
in d u s tr ia l trade  the  percentage was 27.3 as against 12.1.

The S tate revenue fro m  Excise and Customs in  
Jan ua ry  am ounted to  K r.23 .4  m illio n , K r.9 .5  m illio n  of 
w h ich  was derived fro m  Customs duties. I n  Janua ry  
1925 the  corresponding figures were Ivr.26.9 m illio n  
and K r.1 1 .0  m illio n  respective ly.

I N D U S T R Y

The Past Year from the Point of View of Industry.—
I n  its  rev iew  of economic cond itions in  1925 w h ich  i t  
issued a t the  tu rn  o f the  year, the  D an ish  M erchants ’ 
G u ild  refers to  exchange m ovem ents du rin g  the  year 
and th e ir  effect upon various branches o f commerce and 
in d u s try . I t  is po in ted  o u t th a t  a rise in  the  va lue of 
the  k rone  is to  the  advantage o f cred itors a t the  expense
o f debtors__the  opposite to  the  effect o f depreciation.
The m anner in  w h ich  recent m ovem ents in  the  va lue 
o f the  krone have affected d iffe ren t branches o f in d u s try  
is there fore la i’gely connected w ith  the  re la tio n  between 
active  and passive cap ita l. A g ric u ltu re , w ith  its  large 
m ortgage debts, is in  the  w o rs t pos ition  o f a ll, w h ile  
commerce, w ith  a com para tive ly  sm all cap ita l, is in  
the  best. I n  the  la tte r  case, where bank  debts are in  
fo re ign currency, the p ro fit  on these helps to  m ake up 
the  loss on stocks. A lso there is the  fa c t th a t  expenses, 
in c lud in g  wages, do n o t fa ll to  the  same ex te n t as m a rke t 
prices. G enerally speaking, the  year was a good one 
fro m  the  in d u s tr ia l p o in t of v iew , especially d u rin g  the  
f irs t  s ix  m onths. F a llin g  prices caused heavy losses in  
the  wholesale trade. A t  the  beginn ing of the  year the 
sh ipp ing  pos ition  was to le ra b le ; its  poss ib ilities  fo r 
p ro fit  were reduced to  a m in im u m  d u rin g  the  summer, 
and the au tum n  brough t no im provem ent.

W ith  regard to  the  sh ipp ing trade , the  Scandinavian  
S h ipp ing  Gazette exp la ins th a t D anish sa iling  vessels 
are d iv id e d  in to  tw o  classes, large and sm all, each w ith  
its  ow n organisation. The sm all vessels are p ra c tic a lly  
a ll em ployed in  tho  coasting trade , where the y  eke o u t 
a precarious existence ow ing to  the  ve ry  keen com peti­
t io n  forced upon them  b y  bo th  D u tc h  and German 
vessels. There is no defence against th is  com petition , 
the re  being no obstacle to  fo re ign vessels engaging in  
the  D anish coasting trade  and no increased charges fo r 
fo re ign ships w h ich  m ig h t m ake the  existence o f Danish 
ships a l i t t le  more easy. D u rin g  the  past few  m onths 
there has been a m ovem ent to  com bine a ll the  ship-
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owners’ organisations in te rested in  the  cargo trade in  
the  B a ltic  and w ith  D anish ports . So fa r these efforts, 
w h ich, among o ther th ings, a im  a t m in im u m  fre igh ts , 
have n o t borne an y  f ru it ,  and the  po s ition  o f the  D anish 
sm all owners is as d iff ic u lt  as ever.

Towards the  end o f las t year there  was tro u b le  w ith  
the  seamen, and i t  was on ly  a fte r considerable discussion 
th a t  an  arrangem ent was a rrive d  a t. Since then th e  
various d is tr ic t  com m ittees o f th e  Association fo r  Sm all 
D an ish  S ailing Ships have he ld m eetings to  consider 
the  po s ition  as to  the  crews and also as to  reductions of 
fre igh ts . A  proposal has also been discussed concern­
in g  the  estab lishm ent o f an Em ergency Defence against 
d is loya l com petition , and i t  is s ta ted  th a t under any 
circum stances the  association is de term ined in  some 
w ay o r o ther to  take measures against the  fo re ign m o to r 
ships and sm all steamers w h ich  compete in  th is  special 
trade.

I t  is also s ta ted th a t  the  association in tends to  ca ll 
upon  the G overnm ent to  o n ly  g ra n t fre ig h t subventions 
in  respect o f goods w h ich  are carried  in  D an ish  ships. 
The goods to  w h ich  th is  p a r tic u la r ly  refers inc lude  the  
p roducts  o f b rickw orks , peat, road  stones, and similar 
cheap raw  m a te ria l w h ich  cannot bear the  h igh  fre ig h t 
i f  th e y  are to  com pete w ith  s im ila r m ate ria ls  fro m  
abroad. The association w i l l  ho ld  its  general m eeting 
a t the  end o f th is  m o n th  in  N akskov, and on th a t 
occasion a fin a l decision w i l l  be take n  on the  various 
questions w h ich  are o f such great im portance  to  the  
m aintenance o f the  D an ish  sm all-sh ip  trade .

Iceland Fisheries in 1925.— The past year ended w ith  
a new e x p o rt record, the  un ique y ie ld  o f 1924 ha v in g  been 
surpassed, i f  n o t in  actua l figures the n  in  actua l values. 
I n  1924 th e  e xp o rt va lue was K r.8 0  m illio n , and in  1925 
K r . 70,779,776. B u t the  Ice land ic  krone  is n o t th e  same 
now  as i t  was then. I n  1924 i t  rose fro m  54 to  62 go ld 
6re, and in  1925 fro m  62 to  8 1 i go ld  ore. Since Septem­
ber i t  has been unchanged, and the  selling p rice  fo r  
s te rling  in  R e y k ja v ik  is Kr-.22.15. Ca lculated a t the  
go ld  va lue the  e x p o r t . in  1924 am ounted to  abou t 
K r.4 3  m illio n , and in  1925 to  abou t K r.50 .5  m illio n  gold.

As before, the  fisheries have th e  honour o f th is  resu lt. 
They have n o t fa iled , despite the  fa c t th a t  th e y  have 
n o t g iven anywhere near the  same y ie ld  as in  1924. 
F o r  i t  m us t be rem em bered th a t  th e  fish ing fleet has 
d u rin g  th e  year been increased ; m an y  new m o to r boats 
and line-fish ing boats have been added, as w e ll as s ix 
traw le rs  (tw o  o f w h ich , however, were lost). O w ing to  
th is  increase, th e  p ro d u c tio n  has been abou t th e  same 
as in  1924.

The tra w le r fisheries o ff the  W estland Coast in  1925 
have been a d isappo in tm en t, and, ow ing  to  a wage 
dispute, operations were stopped fo r  abou t a m o n th  in  
the  au tum n, th e  resu lt be ing th a t  the  exp o rta tio n  of 
fresh fish was n o t so large as in  1924, as the  fresh fish 
season extends fro m  th e  au tum n  in to  the  new year. 
The boat fisheries o ff th e  sou th  coast gave a be tte r 
resu lt th a n  the  year before, except in  one o r tw o  areas.

The h e rrin g  fisheries gave em p loym ent fo r  m ore ships 
th a n  on any previous occasion, and tw ice  as m uch fish 
was caught as in  1924. The y ie ld  was 215,038 barrels of 
sa lt herrings and 30,099 barre ls o f p ick led  herrings, 
w h ile  146,722 sk ippund  (abou t 150 k ilogram m es each) 
w ent to  the  tra in  o il works. F u rthe rm o re , 163,000 
barrels were ob ta ined b y  N orw eg ian fisherm en outside the 
te r r ito r ia l waters. There were seven o il w o rks in  opera tion 
d u rin g  th e  year, of w h ich  one was Ice land ic , one Danish- 
Ice la rid ic  and a ll the  others N orw eg ian, some o f w h ich  
were erected d u rin g  th e  year. The pecun ia ry  y ie ld  is, 
however, p rob lem atic . In  1925 241,638 barrels of 
he rrings were exported fo r  K r.7 .6  m illio n , as com pared 
w ith  131,150 barrels fo r  K r.5 .4  m illio n  in  1924.

O f d ried  stockfish the re  were expo rted  39,207 tons to  
a va lue o f Kr.37,318,502, as com pared w ith  40,950 tons 
fo r  Kr.41,616,389 in  1924; of d ried  fish, 17,697 tons 
(as against 13,768 to n s ) ; and o f fresh fish , to  the  value 
o f K r .2 ,140,901 as against K r.3 ,270,000 in  1924. 
{Scandinavian S h ipp ing  Gazette.)

FRANCE
P O L I T I C A L  A N D  G E N E R A L

The Financial Crisis. W ith  com m endable ce le rity  
the  Senate has disposed o f the  financ ia l proposals sent 
up  to  i t  b y  the  Cham ber o f Deputies. A n  a tte m p t on 
th e  p a r t  o f the  Socialists to  challenge the  r ig h t  o f the  
Senate to  deal w ith  the  B i l l  was defeated b y  an immense 
m a jo r ity , 280 votes to  20, the  M in is te r o f F inance 
decla ring  th a t i t  was fu l ly  com petent to  discuss p ro ­
posals re jec ted  b y  the  Cham ber b u t presented to  the  
Senate b y  th e  G overnm ent. The g reat bone o f conten­
tio n , the  proposed ta x  on paym ents, was carried  on a 
show o f hands, a fte r an  am endm ent to  exclude i t  fro m  
th e  measure and re -in trod uce  i t  in  a separate B i l l  had 
been defeated b y  258 votes to  34, M . D oum er hav ing  
made the  m a tte r a question o f confidence. F in a lly  
the  B i l l  as a whole was passed b y  an even greater 
m a jo r ity , 268 votes to  21. The issue now  rests w ith  the  
Chamber, w h ich  is ap p a re n tly  n o t in  the  m ood to  sur­
render w ith o u t a f ig h t. The F inance C om m ittee  has 
b y  a na rrow  m a jo r ity , 12 votes to  11, agreed to  the  
p r in c ip le  o f the  ta x  on paym ents, b u t has reduced the 
ra te  fro m  1.25 per cent, to  0.50 per cent. Should the  
Cham ber endorse th is  a lte ra tio n  the  G overnm ent w i l l  s t i l l  
be le ft  w ith  a shortage o f revenue o f over tw o  m illia rd s  
on the  F r.5 ,525 m illio n  w h ich  the  M in is te r o f F inance 
requ ired  o f the  Senate and  w h ich  i t  d u ly  vo ted. The 
taxes, in  a d d itio n  to  th e  F r. 1,600 m illio n  o r ig in a lly  
vo ted  b y  th e  Cham ber, w h ich  its  F inance C om m ittee 
has now  agreed to  inc lude  the  alcohol ta x , F r.100 m ill.  ; 
the  sa lt ta x , F r.18  m ill.  ; the  coffee ta x , F r.50  m ill.  ; 
the  tobacco ta x , F r.600 m ill.  ; the  insurance s tam p ta x ,
F r.100 m ill.  ; and the  ta x  on paym ents, F r.1 ,000 m il l. ,__
o r a to ta l o f F r.3 ,468 m illio n . The debate in  the  
Cham ber was tim e d  to  begin yesterday.

T R A D E

Colonial and Foreign Trade in Hosiery and Knitted  
Goods.— The hosiery and k n itte d  goods in d u s try , w h ich  
is w id e ly  d is tr ib u te d  over th e  whole o f France, b u t has 
its  p r in c ip a l centre  a t Troyes, rece n tly  in s titu te d  an 
e n q u iry  in to  the  co lon ia l and  fo re ign  trade  in  th is  class 
o f goods. F ro m  the  in fo rm a tio n  i t  was able to  co llect 
i t  appears th a t  F rench  W est A fr ic a  im p o rte d  in  1923 
over 14,540 kilogram m es o f hosie ry and k n it te d  goods 
o f fo re ign  m anufac tu re  m ore th a n  in  1922, w h ile  the  
im p o rts  o f F rench m anufactu re  fe ll o ff to  the  e x te n t o f 
6,340 k ilogram m es. T h rough  the  Agence E conom ique 
o f th a t  co lony in  P aris  the  com m ittee  o f e n q u iry  
ob ta ined  fou rteen  samples o f k n it te d  w a istcoats o f 
fo re ign  m anufactu re  on the  F rench  W est A fr ic a n  
m arke t, w h ich  were fou nd  to  be o f an  in fe r io r q u a lity , 
ba d ly  made, b u t fro m  25 to  30 per cent, cheaper th a n  
the  corresponding Troyes a rtic le . I n  order to  be in  a 
po s itio n  to  com pete w ith  the  E ng lish , D u tch , Japanese 
and  Spanish m akers, the  F rench  in d u s try  w o u ld  have 
to  use bad c o tto n  and s lubber the  w o rk , w h ich  to  its  
c re d it i t  refuses to  do. A lte rn a tiv e  specimens o f such 
waistcoats are, however, to  be sub m itte d  to  the  P aris  
and B ordeaux exporters and  to  the  m erchants in  M a r­
seilles and o th e r po rts , in  the  hope o f checking the  
slum p in  the  F rench trade . I n  Indo -C h ina , Madagascar 
and S yria  the  F rench  in d u s try  also meets w ith  sharp 
co m p e titio n  fro m  G erm any, Spain, I t a ly  and o ther 
countries. The conclusion a rrived  a t as a resu lt o f th is  
en qu iry  is th a t  cheap goods, w h ich  requ ire  ne ithe r great 
taste  n o r p a rtic u la r s k ill,  fo llo w  the  trade r, w h ich  expla ins 
the  e x te n t to  w h ich  the  Germ an, E ng lish , and even the 
Japanese hosie ry and  k n itte d  goods industries  have been 
able to  c u t in to  the  F rench  trade  in  the  colonies o f th a t 
c o u n try  ; and  fu r th e r  th a t,  i f  th e  F rench  in d u s try  is to  
recover its  trade  a p a tie n t and ac tive  propaganda 
m u s t be pursued am ong the  n a tive  popu la tions  and 
am ong the  trade rs  w ho su p p ly  th e ir  w ants. (N ord  
In d u ttr ie l. )
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G E R M A N Y
F I N A N C E

The 1926 B udget.- -The new Finance M in is te r, D r. 
R e inho ld , has placed before the  Reichstag a revised 
B udge t fo r  1926 w ith  a reduction  in  revenue o f M k. 
550,000,000 as com pared w ith  th e  o rig ina l d ra ft ,  w h ich  
balanced w ith  M k.7 .4  m illia rd .
F The reductions in  ta x a tio n  proposed b y  the  F inance 
M in is te r are as fo llow s :—

(1) The reduction  of the  tu rn o ve r ta x  fro m  A p r i l 1 
fro m  1 per cent, to  0.6 per cent.

(2) The a b o litio n  o f the  super tu rn o v e r ta x  except 
in  the trans fe r of va luab le  m a te ria l n o t in tended 
fo r fu r th e r  in d u s tr ia l w o rk ing -up , e.g. jewels.

(3) The reduc tion  o f the  p ro h ib it iv e  ta x  on in d u s tr ia l 
am algam ations.

(4) The m itig a tio n  of hardships invo lve d  in  s im u l­
taneous paym en t of income and p ro p e rty  ta x , 
and a lte ra tio n  o f due dates fo r  those taxes.

(5) The reduc tion  o f th e  Stock Exchange tu rn o ve r 
ta x  in v o lv in g  th e  reduction  b y  the  banks of th e ir  
ra te  of commission.

The Deutsche Allgemeine Zeitung  in  c r itic is in g  the  
new Budget, po in ts  ou t th a t in  its  o rig ina l fo rm  taxes 
and con tribu tions  are estim ated on the revenue side a t 
M k.6 .9  m illia rd . A f te r  deduction of the  M k.550 
m illio n  o f ta x a tio n  reductions proposed b y  D r. 
Re inhoid, there rem ains M k.6.4 m illia rds  o f revenue, 
and a de fic it w h ich  he proposes to  m ake good (i) by  
ta k in g  M k. 133 m illio n  fro m  m oney destined fo r the  
Reserve F und , ( ii)  b y  surplus revenue on the  State 
D eb t o f some M k.4.7 m illio n , and ( ii i)  by  ra is ing  loans 
to  cover the  rem a in ing  370 m illions  where th is  cannot 
be covered o u t of th e  Reserve.

A ccord ing  to  present estimates the  reserve fu n d  should 
am ount to  M k.225 m illio n  b y  M arch 1, b u t i t  remains 
to  be exp la ined how  th e  rem a in ing M k.150 m illio n  is 
to  be covered.

As fa r  as expend itu re  is concerned the  F inance 
M in is te r h in ts  a t the  p o ss ib ility  o f another rev is ion of 
the  B udge t in  case the  num ber of unem ployed fa ils to  
decrease, in v o lv in g  the  necessity o f augm ented funds 
fo r  the  dole. As regards revenue the  1925 Estim ates 
s t ill fo rm  the  basis in  a general way, b u t in  v iew  o f the  
general economic s itu a tio n  i t  is n o t ce rta in  whether 
the  care fu l revenue estimates of the  Reich G overnm ent 
w i l l  ho ld  good in  the  face of fu r th e r developments. 
D r. R e inho id  states de fin ite ly  th a t he does n o t believe 
th a t any reserves are included in  the  present estimates, 
and in  v iew  of the  ra p id ly  deprecia ting economic 
s itua tion , in v o lv in g  as i t  does reduced power of con­
sum ption  of the  masses, no one can te ll how the  re turns 
o f ta xa tio n  m ay develop.

I n  v iew  of th is  fac t the  u tilis a tio n  of th e  Reserve 
Bund, says the  Deutsche Allgemeine Zeitung, is ex trem e ly 
serious, as i t  constitu tes a last reserve of the  State 
finances in  case o f fa ilu re  to  balance E xpe nd itu re  and 
Revenue. I f  the  reserve is to  be placed under the 
heading of revenue the  State B udget fo r  1926 w ill be 
robbed o f its  last reserves. I n  any case 1927 w ill show 
w hether D r. R e inho ld ’s financia l p o licy  is r ig h t  or 
w rong, fo r  in  1927 the  reserve fu n d  w ill have ceased 
to  exist. The vo id  f ille d  b y  the reserve in  1926 w ill 
again be open, and in  1927 e ither the  expend itu re  side 
wnll have to  be cu rta iled  or the  revenue side increased 
b y  im provem ent in  the economic s itua tion , a t th e  same 
tim e  keeping in  m in d  th a t  200 m illions  taken  fro m  the 
1924 surplus w il l  have to  be compensated fo r  qu ite  
ap a rt fro m  repara tions paym ents.
. D r. R e inho ld ’s p lan  is to  b r in g  about the  recovery o f 
in d u s try  b y  means o f ligh ten ing  the  financia l burden, 
bu t he m ust achieve his end a t la test b y  1927 i f  he 
' s going to  ju s t ify  his B udget in  th a t year. There 
is no one who w ou ld  be so rash as to  m a in ta in  th a t 

em iio ld ’s hopes w ill be realised, b u t on the  o ther hand 
no one can say th a t  the y  w il l  n o t be realised. There

is no c e rta in ty  as to  how  the economic crisis w i l l  develop, 
n o r can i t  be asserted whether economic recovery can 
be effected b y  re lie f fro m  taxa tio n .

W ith  regard to  the  reduc tion  o f expenditu re , D r. 
R e inho id  urged the necessity fo r  a d m in is tra tive  re fo rm  
and fo r  the  cu rta ilin g  of expenses b y  the  Re ich, the  
States and th e  m un ic ipa lities. T h is  does n o t ind ica te 
th e  m ere dismissal o f officials to  swell the  ranks o f the  
unem ployed, b u t a fa r-reaching re fo rm  in  the  en tire  
system  and in  the  d is tr ib u tio n  o f pu b lic  m oney. The 
p rin c ip le  o f covering cap ita l expend itu re  ou t of revenue 
is to  be discouraged, and loans are to  be raised to  
meet e x tra o rd in a ry  expend itu re  as d is tin c t fro m  
o rd in a ry  expenses.

The unusual aspect of the  F inance M in is te r’s p ro ­
gram m e is th a t  he places the  reduc tion  o f revenue 
before th e  reduction  of expenditu re , and the  1927 
B udge t w i l l  in  consequence be sub ject to  m uch graver 
risks th a n  th a t  o f 1926.

I N D U S T R Y

The Industrial Situation in January.— A ccord ing 
to  a rev iew  o f G erm any’s in d u s tr ia l pos ition  appearing 
in  W irtschaftsdienst, the  m on th  o f Jan ua ry  has worked 
l i t t le  change in  the  s itua tion  o f coal m in in g  in  the 
R u h r. The d a ily  average o u tp u t has, however, de­
creased as compared w ith  the  previous m on th . The 
fo llo w in g  tab le  shows the developm ent in  th e  past fou r 
m onths (in  thousands of to n s ) :—

October. November. December. January,
Coal 329.2 342.9 348.7 329.6
Coke 57.8 56.7 57.0 55.1
Briquettes 10.7 12.4 13.1 13.3

The s tand ing stocks a t the  m ines decreased d u rin g  the  
second h a lf o f the  m on th , w h ich  w itnessed an increased 
dem and, the  floods and severe fro s t ha v in g  hindered 
sales in  the  earlie r ha lf. The E ng lish  coal-subsidising 
po licy  is ha v in g  an undoubted effect on G erm an coal 
sales. Thus the  num ber o f unw orked sh ifts  has increased 
considerab ly, fro m  124,879 in  December to  296,736 in  
Janua ry , in  spite o f the  decrease in  the  to ta l num ber 
o f m en em ployed fro m  396,008 in  December to  390,000 
in  Janua ry . Th is decrease is also due to  ra tio na lisa tion  
in  m in in g  methods, and need n o t necessarily go hand 
in  hand w ith  decreased p roduction .

U p pe r Silesia’s ha rd  coal m in in g  is s t i l l  en joy ing  ve ry  
favourab le  sale conditions. The average d a ily  o u tp u t 
rose to  60,600 tons (in  December 60,000 tons), and the 
to ta l o u tp u t increased to  1,450,000 tons (in  December 
1,397,702 tons). Fore ign sales especially in  Czecho­
s lovak ia  and A u s tr ia  are c o n tin u a lly  increasing. W h ile  
ove rtim e and ad d itiona l sh ifts  have been in s titu te d  in  
ha rd  coal m in ing , the pos ition  on the  coke m arke t is 
un favou rab le , and the  p la n t ava ilab le  cannot be kep t 
w o rk in g  to  a n y th in g  resem bling fu lles t capacity.

C om pe tition  is fe lt  on the  coal m a rke t n o t on ly  fro m  
E ng lish  coal, b u t increasing ly fro m  lign ite . In  
Centra l G erm any even a p a r t o f the  standing stocks of 
lig n ite  was shipped in  o rder to  meet the  dem and. 
Some p a rtia l fa llin g  off in  o u tp u t and iso lated cases 
o f closing down are no t of im portance in  ju d g in g  the  
general position.

Potash sales increased g re a tly  in  Jan ua ry  even i f  the y  
rem ained 948,633 d .c tr. beh ind the  Jan ua ry  1925 
sales, w h ich  am ounted to  1,695,000 d .c tr. W eather 
cond itions are said to  have influenced the sales. In la n d  
sales are ch ie fly  responsible fo r  the  increase as com pared 
w ith  the  previous m on th , as th e  Potash Syndicate 
in tends to  a ffo rd  German a g ricu ltu re  a favourab le  
cred it.

A ccord ing  to  sta tistics published in  th e  S ta tis tica l 
Supplem ent o f th e  Reichsarbeitsblatt, the  num ber o f 
unem ployed in  the  Group e n title d  “  M in ing , F o u n d ry  
and Saline Concerns ”  on Janua ry  15 was 66,041 as 
against 49,409 on December 15 and 36,532 on Novem ber 7.

E xcep t where expo rt business was concerned, the  
iro n  and steel m arke t became m ore an im a ted w ith  
a ttra c tiv e  prices, w ith o u t any ju s tific a tio n  fo r  any m ore
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o p tim is tic  v iew  o f the  general pos ition . The reason 
fo r im proved  business was the  c rip p lin g  of com petition  
fro m  the F rench in d u s try , w h ich  has been incapable of 
ta k in g  on new contracts fo r  some tim e  past. In la n d  
sales con tinued sluggish on account o f the  bad pos ition  
o f th e  consum ing industries. The re s tr ic tio n  ra te  of 
the  Crude Steel Association rem ained 35 per cent, fo r 
Janua ry  and F ebruary .

The U pper Silesian iro n  in d u s try  is in  a y e t worse 
pos ition  th a n  the  m in in g  in d u s try , as sales are en tire ly  
lacking. The sh u ttin g  dow n o f the  w orks of th e  U ppe r 
Silesian I ro n  In d u s try  Com pany is contem plated, and 
the  B ors ig  W orks dam ped dow n th e  tw o  b last furnaces 
s t i l l  a t w o rk  e igh t weeks ago, so th a t  o u t o f fifteen 
b last furnaces in  W estern U ppe r Silesia on ly  fo u r (tw o 
each a t th e  J u lie n h iitte  and D o nn ersm arckh iitte ) 
rem ain active.

The num ber o f unem ployed in  the  m e ta l w o rk ing  
and m achine industries is specia lly great. On Janua ry  
15 i t  am ounted to  333,737 as against 138,102 on 
Novem ber 17 and 229,021 on December 15, w h ich  
represents an increase o f 46 per cent. The struggle 
fo r  contracts in  the  iro n  m an u fac tu ring  in d u s try  is 
e x tra o rd in a rily  liv e ly , w ith  ever-decreasing prices.

The fac t th a t  70,742 d .c tr. o f Solingen c u tle ry  was 
exported in  1925 as against 59,510 d .c tr. in  1913 is 
a ttr ib u te d  b y  the  re p o rt o f the  P russian Cham ber of 
Commerce to  th e  exp o rt o f heavier goods o f a cheaper 
q u a lity .

The s itu a tio n  in  the  m achine in d u s try  is ve ry  unequal, 
the re  being a good dem and fo r  a few  special machines. 
On the fo re ign m arke t A m erica  is a successful com ­
p e tito r , p a r tic u la r ly  ow ing to  favourab le  te rm s as 
regards paym ent. A ccord ing  to  th e  reports  o f in d i­
v id u a l firm s th is  branch can boast adequate em p loy­
m en t here and there.

Thus F rie d r. K ru p p  A .G . in  Essen reports  the  pos ition  
in  m achine cons truc tion  as re la t iv e ly  sa tis facto ry, 
the  vo lum e o f con tracts  in  hand being described as 
v e ry  good. The M agdeburg f irm  G rusonwerk also 
reports  am ple em p loym ent in  the  m anufacture  of 
sm all machines.

Locom o tive  and wagon construc tion  is qu ite  a t a 
s ta n d s till w ith  the  F rie d r. K ru p p  A .G . The re p o rt of 
the  Chamber o f Commerce term s the  po s itio n  o f the  
wagon in d u s try  as desperate, and o n ly  m entions a few  
sm all orders in  locom otive  construction . A ccord ing 
to  the  F ra n k fu rte r Ze itung, an y  such large orders fo r  
wagons as have been recen tly  repo rted  are o u t o f the  
question. A ccord ing  to  a recent pronouncem ent b y  
the  com petent ra ilw a y  au tho rities , the re  w il l  h a rd ly  
be enough em p loym ent fo r  a long tim e  to  come fo r 
one h a lf o f the  w agon-bu ild ing  firm s now in  existence. 
The F rench repara tions con tra c t fo r  1,300 wagons is 
now  being negotia ted in  P aris  and should con tribu te  
to  easing th e  s itu a tio n  a li t t le .

H ere  and there  large orders are reported  in  the  m o to r 
in d u s try , especially fo r  lo rries. The association of 
firm s  w ith  a v iew  to  s tandard is ing  th e  types o f cars 
offers a p o ss ib ility  fo r  im p rovem en t (see The Economic 
Review, Jan ua ry  22, p. 70). The H o rch  w orks in  
Z w ickau  reports  th a t in  consequence o f the  rece ip t of 
extensive home con tracts  i t  has been possible to  re ­
ins ta te  d u rin g  Jan ua ry  ne a rly  a ll the  w orkers dismissed. 
Opel in tends to  b u y  a closed dow n chem ical fa c to ry  in  
order to  set up  a cycle and m o to r-ca r fac to ry .

As the  Communes have q u ic k ly  exhausted th e ir  
means fo r  the  purpose o f e recting e lectrica l works, the  
orders in  the  e lectrica l in d u s try  have decreased. Here, 
too , A m erican com p e titio n  is fe lt  on the  fo re ign m arke t. 
Some firm s seem to  be w e ll occupied. I t  was reported 
a t the  last m eeting o f the  A llgem e ine  E le k tr iz ita ts  
Gesellschaft th a t 30 per cent, m ore contracts came to  
hand tha n  in  the  corresponding pe riod  o f the  previous year.

The s itu a tio n  in  th e  chem ical in d u s try  rem ains 
unchanged ; p ro d u c tio n  is a l i t t le  greater, b u t stocks 
rem a in  v e ry  large. The num ber o f unem ployed rose 
fro m  8,896 in  December to  12,366 on Jan ua ry  15, 1926.

In  the  te x tile  in d u s try  the  s itu a tio n  is unequal. 
Fashion s t i l l  favours w orsted m ateria ls , so th a t  the  
greatest am ount of business is done in  th is  branch. 
The s tock tak ing  sales have reduced the  stocks some­
w ha t, b u t w ith o u t b r in g in g  w ith  the m  a corresponding 
am oun t of new orders. The sp inn ing and w eaving m ills  
are nevertheless fu l ly  occupied. The num ber o f u n ­
em ployed am ounted on Jan ua ry  15 to  29,220 m ale and 
24,799 female hands. The W est G erm an co tton  
in d u s try  com pla ins o f the  absence o f new contracts 
and o f th e  necessity fo r  res tric ted  w o rk ing . C ontinua l 
paym en t d ifficu ltie s  w ith  the  cliente le are a drag on the 
whole in d u s try . R h ine land  and W estphalia  re p o rt a 
few  Russian con tracts, w h ich  he lp to  compensate fo r 
lost fo re ign m arke ts cap tured b y  cheaper w o rk in g  
E ng lish  and I ta lia n  com petition . The unem ploym ent 
in  the  Rhenish W estpha lian  iro n  d is tr ic t,  where the  
greatest sale fo r  cheap w o rkm en ’s su its and un de r­
c lo th in g  is usua lly  fou nd , has had an un favou rab le  
effect on the  ready-m ade c lo th in g  in d u s try . The 
Low er Rhenish s ilk  and ve lve t in d u s try  is fa r in g  ve ry  
bad ly . V e lve t and p lush were o n ly  in  fashion fo r  a 
v e ry  sho rt tim e, so th a t  w eaving m ills  and dye-works, 
etc., are dism issing hands and c u rta ilin g  sh ifts. Things 
are look ing  up  in  the c rava t in d u s try , b u t com plete 
closing dow n is ta lke d  o f in  the  fe lt  and carpet in d u s try . 
The w h ite  goods m anufacture  is n o t fu l ly  em ployed, 
and the C hem nitz te x tile  in d u s try  is n o t flou t ishing. 
The stock ing in d u s try  is s t i l l  w o ik in g  a t sp ring  and 
sum m er orders, b u t the k n it t in g  in d u s try  has ve ry  
few contracts. Increased orders, especially fro m  
A m erica , are reaching the  fab ric  glove in d u s try , where 
E ng lish  and A m erican buyers are on ly  in terested in  the 
cheapest goods.

I n  the  c lo th in g  in d u s try  the  num ber of unem ployed 
rose fu r th e r  fro m  62,337 on December 15 to  121,147 
on Janua ry  15. O ccupation in  the ladies’ ready-m ade 
c lo th ing  in d u s try  is be tte r th a n  in  gentlem en’s rea dy­
made clothes, and the  resu lts o f the  s tock -tak in g  sales 
were n o t sa tis fac to ry . A ccord ing  to  th e  reports  of 
the  Chamber o f Commerce G erm any is n o t y e t capable 
o f com peting in  fo re ign  m arke ts in  the  branch. E m ­
p loym e n t is s t i l l  scanty in  the  shoe and lea ther in d u s try . 
Lea the r p ro du c tion  sank in  pa rts  to  a th ir d  o f the  a v a il­
able capacity . The num ber o f unem ployed rose in  
one m on th  fro m  13,645 to  23,665.

The pos ition  o f th e  breweries rem ains excellent. 
The sales d id  n o t fa ll o ff in  Janua ry . The cigare tte  
in d u s try  com pla ins o f scan ty business, and com pla in ts 
come fro m  the  w ine in d u s try  of forced sales and auctions 
o f wines and vineyards. (F ra n k fu rte r Zeitung.)

B u ild in g  a c t iv ity  has been fu r th e r  un fa vo u ra b ly  
in fluenced b y  th e  weather. The num ber o f unem ployed 
am ounted on N ovem ber 17 to  43,878, on December 15 
to  153,167, and on Jan ua ry  15 to  227,976. The 
s ta tis tics  o f bu ild ings in  course o f con s tru c tion  pub-
lished b y  the  Bauwelt shows a decrease in  a ll bu ild ings :—■

Houses. Factories, etc.
1925 January ... 2,447 596
,, November 2,740 1,089
,, December 3,871 964

1926 January ... 2,272 744
In  the  paper and p u lp  in d u s try , as in  the  cellulose 

and wood m a te ria l industries , th e  stocks increased and 
p ro d u c tio n  fe ll off. The cellulose in d u s try  showed 
increased e xp o rt and reduced home consum ption.

A lth o u g h  the  general economic pos ition  appears 
v e ry  un favou rab le  accord ing to  th e  reports , some 
branches o f in d u s try  have received ve ry  encouraging 
contracts. Thus the  Phoen ix A .G . and O tto  W o lf and 
Co. have received orders fo r  200 wagon-loads o f ra ils  
fo r  Yugo-S lavia . F in la n d , too , placed ra i l contracts. 
Several negotia tions are pend ing w ith  Russia, 
am ong others fo r  contracts to  be placed w ith  the  
A llgem e ine  E le k tr iz ita ts  Gesellschaft. A t  th e  gene- 
general m eeting of th e  Low er R henish Chamber of 
In d u s try  and Commerce a t D u is b u rg -R u h ro rt in  
Janua ry , General M anager Reusch declared th a t  the 
general s itu a tio n  was v e ry  serious and called fo r  the
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exertion  o f the  m ost extrem e endeavours to  overcome 
the ex is ting  d ifficu lties.

S O C I A L  A N D  L A B O U R  C O N D I T I O N S  
The Labour M arket in January.— The labour 

m arke t and the standard  o f em ploym ent in  German 
in d u s try  have n o t shown any m arked im provem ent 
au nn g  January. E ven  i f  declin ing sale fac ilit ie s  and 
increasing d ifficu ltie s  in  the  p rocu ring  of cap ita l have 
n o t had an instantaneous effect on the  labour m arke t, 
the  general tendency o f the  s tandard o f em p loym ent 
once a backw ard m ovem ent sets in  is ha rd  to  b r in g  to a 
s tands till. Thus, d u rin g  Janua ry  the  reduction  o f the 
Reichsbank discount ra te , the  l iq u id ity  o f the  m oney 
m arke t, and the  greater fac ilities  fo r  ob ta in ing  cred it 
had no de fin ite  effect on the  conditions of the  labour 
m arke t.

In d iv id u a l reports  fro m  in d u s tr ia l circles covering 
some tw o  m illio n  o f em ployed persons show on the  
whole a fu r th e r decrease in  em ploym ent, a lthough a 
less m arked one th a n  in  th e  previous m onths. S tatistics 
are availab le  concerning 3,868 undertak ings w ith  1.47 
m illio n  workers, com paring the  s tandard  of em p loy­
m ent in  Janua ry  1926 w ith  th a t  o f December 1925. 
In  these representative concerns the  num ber of persons 
em ployed dropped to  the  exten t of 5 per cent. The 
num ber of persons em ployed in  concerns w ith  u n fa vo u r­
able business conditions rose fro m  61 per cent, in  
December to  66 per cent, in  January . I n  comparison 
w ith  December, w h ich  showed an increase fro m  52 per 
cent, to  60 per cent, in  concerns w ith  un favourab le  
business conditions, the  increase shown in  Jan ua ry  fro m  
61 per cent, to  66 per cent, is s lig h tly  less. (Hamburger 
Fremdenblatt.)

The num ber o f unem ployed in  B e rlin  has risen to  
223,124, as m any as 156,248 persons being in  rece ipt 
of unem ploym ent benefit. W ith in  one m o n th  63,000 
persons have jo ine d  the  ranks o f the  unem ployed, and 
those in  rece ip t o f th e  dole have increased by 53,000. 
A ltho ug h  ce rta in  in d iv id u a l concerns \  have resumed 
fu l l  w o rk ing  conditions, the  general un favourab le  
s itu a tio n  o f the  m arke t has n o t changed. (Deutsche 
AUgemeine Zeitung.)

HOLLAND
P O L I T I C A L  A N D  G E N E R A L

The M inisterial Crisis. — The deadlock occasioned b y  
the  resignation of the  C o lijn  G overnm ent on Novem ber 
11 s t i l l  continues, in  spite of every e ffo rt to  b rin g  the  
crisis to  an end. D r. de V isser (C hris tian  H is to rica l) 
m et w ith  no m ore success tha n  had a ttended M. M ar- 
chan t’s (R adica l) a tte m p t to  fo rm  a Cabinet, and a fte r 
weeks o f fru itle ss  endeavour he was com pelled to  
re linqu ish  the  task. The Queen then  requested D r. J. 
L im b u rg , a fo rm er m em ber o f the  Second Chamber 
w ho has on three occasions represented H o lla n d  a t 
Conferences of the  League of N a tions and is, a lthough 
a R ad ica l, persona grata w ith  m ost parties, to  fo rm  a 
no n -P a rliam en ta ry  M in is try . A fte r  another m on th  
spent in  seeking a so lu tion  of the  prob lem  set h im , D r. 
L im b u rg  also has w ith d ra w n  fro m  the  fie ld . M eanwhile 
the  Social D em ocratic  group in  the  Second Chamber, in  
the  exercise of its  P a rliam e n ta ry  r ig h t, has requested 
the  P resident, J h r. R uys de Beerenbrouck, to  convoke 
the  Cham ber fo r the  purpose o f considering a proposal 
of the  Socialists th a t the  Queen should be in v ite d  to  
dissolve i t .  “  I t  is h a rd ly  probab le ,”  says the  Oazette 
de Hollande, “  th a t the re  w i l l  be any strong in c lin a tio n  
to  support the  Socialist proposal. F a ith  in  the  v ir tu e  
° f  a d isso lu tion  o f the  Chamber under the  system  of 
p ro po rtiona l representation is v e ry  weak, especially 
under such a system  as we have in  H o lland , w h ich  does 
n o t d iv ide  the  c o u n try  in to  d is tr ic ts  and under w h ich

6 alm ost incred ib le  transference o f some hundred
ousands o f Votes w o u ld  m ake no m a te ria l difference 

as regards the  issue.”  The C atholic P a rty , fo r  one, are 
f 1 s trong ly  opposed to  a d isso lu tion . A s m atters

® an > w ith  the  defeated C o lijn  Cabinet s t i l l  ca rry ing  
° n  t  e business o f the  cou n try , the  representation of

the  c o u n try  a t the  V a tica n  continues despite the  
adverse vo te  o f the  Second Chamber ; b u t some of the  
o the r parties, who stand to  lose g round as the  resu lt 
o f a fresh general election in  v ie w  o f the  present general 
fee ling o f d is tru s t in  P a rliam e n ta ry  G overnm ent, are 
q u ite  as re luc tan t to  face the constituencies. “  I n  m any 
circles in  th is  cou n try ,”  says the  Gazette de Hollande, 
“  P arliam enta rism  has lost m uch o f its  prestige. M ore 
th a n  ever before its  supporters have cause fo r  a n x ie ty .”  
R ev iew ing the  whole s itua tion , however, ou r con tem ­
p o ra ry  believes th a t the  actua l process o f s h iftin g  
the  p o lit ic a l centre of g ra v ity  fro m  P arliam e n t to  the  
a d m in is tra tive  departm ents m ust lead sooner o r la te r 
to  the  fo rm a tio n  of a strong G overnm ent. The Second 
Cham ber was to  meet on M arch 2, b u t  w ith  w h a t resu lt 
is n o t y e t know n.

Survey of Economic Conditions in 1925.— In  his
annua l address M. E . H e ld rin g , President o f the  
A m sterdam  Chamber of Commerce, described 1924 as 
the  year of the  Dawes P lan and 1925 as th a t  o f the  
Locarno Pact. The fo rm er gave Europe b rea th ing  
space, the  la tte r, b y  crea ting  an atm osphere of 
conc ilia tion  and m u tua l concessions, p roduced  a fee l­
in g  o f greater se cu rity , b o th  im p o rta n t steps on 
the road to  rea l peace and economic reconstruction , 
the  pa v in g  of w h ich  m ust be accomplished b y  the  
League o f N ations. A  great obstacle to  reconstruction, 
however, s t i l l  subsists in  the  shape o f Customs ta r iffs  
w h ich  antagonise nations. B o th  the  Dawes P lan  and 
th e  Locarno Pact have helped on the  recovery of 
H o lla nd , where qu ie t prevails in  the  various trades 
and industries and the general leve l o f na tiona l welfare 
is s tead ily  ris ing . There are, however, some u n ­
favourab le  factors w h ich  m ay lead to  a reaction  ; b u t 
in  v iew  o f the  fac t th a t the  process of reconstruction  
has now  m a in ta ined itse lf fo r  some years in  sp ite  of 
circumstances in  ne ighbouring countries n o t ve ry  
favourab le  to  the  developm ent o f trade , w h a t has 
been achieved affords food fo r  satis faction and sustained 
hope. The fore ign trade  o f the  c o u n try  in  1925 has 
grow n and extended, and there  has been a decided 
im p rovem en t in  the  adverse trade  balance. The 
harvest was n o t un favourab le, and certa in  crops were 
even good. In d u s tr ia l reports  were on the  whole m ore 
sa tis fac to ry  tha n  in  1924, th e  m arg in  o f p ro fit  being 
fre q u e n tly  la rger, whereas in  1924 in  m any cases there 
was h a rd ly  question o f one. German com petition , 
under th e  influence o f liqu ida tions , etc., is s t i l l  some­
w h a t abnorm al, w h ile F rench im p o rts , fa c ilita te d  b y  
th e  depreciated franc, concern on ly  categories of goods 
w h ich  do n o t th rea ten  serious danger to  D u tc h  in ­
dustries. The French iro n  and steel in d u s try , fo r  
instance, w h ich  obtains its  ra w  m a te ria l a t home and 
is there fore in  a be tte r pos ition  to  keep prices down 
th a n  fo r  example the  te x tile  and c lo th ing  industries, 
w h ich  have to  im p o rt th e ir  ra w  m a te ria l, is slow in  
de live ring , and is therefore less to  be feared as a com ­
p e tito r. Wholesale trade , however, cannot show such 
good results as in  1924, when Germ any, h ith e rto  a 
non-buyer, suddenly came in to  the  m a rk e t ; the  
s itu a tio n  nevertheless affords g round fo r  satisfaction. 
F re igh ts  in  the  open m arke t, too , were m ore u n fa vo u r­
able to  sh ipp ing th a n  in  the  previous year, w h ich  was 
itse lf a worse year tha n  those preceding i t .  The regular 
lines serving the  trade  in  goods now  m ost in  demand 
d id  be tte r th a n  the  tra m p  steamers, and conditions 
generally m ay be said to  have im proved . Shipp ing as 
a whole, leaving ou t o f account vessels d r ive n  on oil, 
has benefited b y  the  low  price  of coal. T he  fre ig h t 
in de x  num ber, com puted on the  basis o f 100 fo r  1913, 
was 100.23 in  Novem ber as against 91.74 in  June and 
112.76 in  the  previous Novem ber. R h ine  fre ights 
rem ained low  th rou gh ou t the  year. As regards in lan d  
na v iga tion , com pla ints were r ife  o f the  prevalence of 
low  fre ig h t rates due to  an excess o f tonnage, and 
tra n s p o rt b y  factory-ow ned vessels is becom ing m ore 
and m ore common. S h ipbu ild ing , too , is experienc­
in g  a bad tim e  ; scarcely any cargo-boats are being 
b u ilt ,  and the  in d u s try  has had to  m a in ta in  itse lf
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on repa ir w o rk  and on the  cons truc tion  o f passenger, 
ta n k  and w ar ships, w h ich  leaves th e  capac ity  o f the  
shipyards large ly unu tilised . F o rtu n a te ly , the re  is 
appa ren tly  no fu r th e r  question o f G overnm ent subsidies, 
w h ich  th rea tened to  in ju re  D u tc h  shipowners as m uch 
as sh ipbuilders. On the  one hand  the re  was l i t t le  
response to  th e  in v ita t io n  of D u tc h  shipowners fo r  
tenders fro m  fore ign dockyards, and consequently 
D u tc h  sh ipbu ilde rs found  i t  m ore d iff ic u lt  to  ob ta in  
fo re ign orders. F in a lly , as regards unem ploym ent, 
th e  po s ition  was d is tin c t ly  m ore sa tis fa c to ry  : on 
O ctober 31 the  num ber o f unem ployed, in c lud in g  
those w o rk in g  p a r t  tim e , on the  ro lls  o f subsidised 
unem p loym ent funds was 20,189 as against 21,660 on 
th e  corresponding day of 1924, o r 8.1 per cent, as 
against 8.6 pe r cent, o f th e  m em bership ; w h ile  the  
num ber o f app lican ts fo r  w o rk  a t th e  D is tr ic t  La bo ur 
Exchanges in  October was 57,726 as com pared w ith  
58,538 in  O ctober 1924. These figures go to  show, 
seeing th a t  the  po p u la tio n  increases a t the  ra te  of 
100,000 a year, a g row ing  power o f absorp tion  o f new 
la bo u r ; s t il l ,  considerably m ore em p loym ent is ce rta in ly  
desirable.

The M o n th ly  R eview  o f th e  R otte rdam sche B ank- 
vereenig ing supplem ents th e  above survey w ith  the  
fo llow ing  conspectus o f the  Revenue re tu rns  fo r  the  
year. A f te r  a succession o f v e ry  sa tis fac to ry  m o n th ly  
re tu rns, 1925 fin ished u p  w ith  an increase o f close on 
F I. 7 m illio n  as com pared w ith  Decem ber 1924, and the 
whole year concluded w ith  a to ta l increase of F1.27 
m illio n , w h ich  was F1.46 m illio n  in  excess o f the  B udge t 
estim ate. The fo llo w in g  tab le  shows the  po s ition  
c learly  :—

1925 December ......................................  FI. 39,245,036
1924 December ......................................  32,454,172

Increase ......................................  FI. 6,790,864

1925 Jan. to Dec. ... 
1924 Jan. to Dec. ...

Fl.464,076,700
437,226,381

Increase FI. 26,850,319

Surplus over estimate ............... FI. 46,134,700
T o the  above m ust be added the  proceeds in  respect of 
th e  Loan  F u n d  1914, v iz . F l.102.68 m illio n  as against 
F l.103.74 m illio n  in  1924. These receipts, however, 
m ay  be expected to  show a considerable red uc tio n  in  
com ing years, as the  Defence T ax  I I , ,  w h ich  con tribu tes 
abou t on e -fou rth  o f the  to ta l,  is  expected to  be con­
s iderab ly  reduced.

The Consolidated D e b t unde rw en t no great change. 
N o  new loans were raised, w h ile  on Jan ua ry  1 last the  
indebtedness had been extingu ished to  the  ex te n t o f 
F I.39,843,250, fro m  Fl.2,916,431,750 to  F l.2,876,588,500, 
as against an  increase o f F I. 128,022,750 recorded on 
Jan ua ry  1, 1924, th e  am oun t ou ts tand ing  on Jan ua ry  1, 
1923, being Fl.2,788,409,000. The F lo a tin g  D e b t of 
the  c o u n try , w h ich  in  1924 had been reduced fro m  
F I.543,773,327 to  F I.343,846,000, was fu r th e r  reduced 
to  Fl.335,670,451 in  1925.

T he  F ore ign  D e b t to  H o lla n d , w h ich  is n o t inc luded 
in  the  above figures, is made up  as fo llow s (exclusive 
o f the  c re d it o f F I.30 m illio n  g ran ted  to  France b y  the  
Nederlandsche U itv o e r M a a ts c h a p p ij) :—

Amount of credit Amount utilised at
Objects. Ig  •>.. in  millions end of end of

Germany—
of florins. 1924. 1925.

Provisions ... 
Industrial reconstruo-

60 2,361,655 ast 3,402,756

tion 140 115,651,426 117,271,472
Interment costs 

France—
— 1,546,096 18,350

Reconstruction 
Poland—

25 25,000,000 25,000,000

Clothing and repairs — 12,296,675 10.368.166
Austria—

Reconstruction — 16,782,200 16.700.000
Belgium—

Internment costs ... 
Other countries—

— 43,464,000 41,143,000

Various ..............

Total

698,000

217,800,052

1,157,604

215,061,349

HUNGARY
P O L I T I C A L  A N D  G E N E R A L  

Twentieth Report of the Commissioner General.—
A  comprehensive account o f the  recent economic and 
financ ia l developm ents in  H u n g a ry  is g iven in  the  
tw e n tie th  R e po rt o f M r. Jerem iah S m ith , Commissioner 
General o f the  League o f N a tions fo r  H u ng a ry . The 
present R e po rt, -which p r im a r ily  deals w ith  the  s itua tion  
in  December last, is o f special in te rest inasm uch as the  
Commissioner General, in  survey ing  the  past develop­
m ent, draws certa in  conclusions w h ich  are o f a d is ­
t in c t ly  encouraging character. The past year has 
p roved  to  be one o f progress m o n th  b y  m o n th  a lm ost 
w ith o u t in te rru p tio n .

In  the  general section o f the  R e po rt M r. Jerem iah 
S m ith  refers to  the  conference of the  F ina nc ia l and the 
H u ng a ria n  Com m ittee o f th e  League and th e  League 
Council he ld  a t Geneva in  December, on w h ich  occasion 
im p o rta n t questions concerning the  financ ia l res to ra tion  
o f H u n g a ry  were discussed. The Council expressed 
its  sa tis fac tion  w ith  the  progress th a t had  been made 
in  th e  com plete execution of the  R econstruction  P ro ­
gram m e, especially in  respect o f the  excess o f revenue 
d u rin g  the  f irs t  five  m onths o f the  cu rre n t financ ia l 
year, the  G overnm ent’s d ra ft  o f the  B udge t w h ich  
enables a surp lus to  be a rrive d  a t w ith o u t undue s tra in  
upon the  c o u n try , and the  va lu ta  measures adopted b y  
the  G overnm ent p e rm itt in g  th e  new' u n it  to  be based 
on gold. I n  v iew  of the  fa c t th a t  in  a ll p ro b a b ility  the  
am oun t o f the  R econstruction  Loan w il l  n o t be d raw n  
upon to  cover budgeta ry  deficits, the  G overnm ent 
received perm ission to  u tilise  K i-,20 m ill,  (gold) o f th is  
loan d u rin g  the  second h a lf of the  cu rre n t financ ia l 
year fo r the  purpose o f cap ita l investm en t, the  p ro ­
gram m e to  be subm itted  to  the  Commissioner General 
fo r  approva l. I t  was fu r th e r  agreed th a t d u rin g  the  
financ ia l year 1926-27 th e  H u ng a ria n  G overnm ent 
cou ld a p p ly  an ad d itio n a l Ivr.oO m ill,  (gold) fo r  in ve s t­
m en t purposes under ce rta in  specified conditions.

The sums received in  December fro m  the  revenue 
pledged as secu rity  fo r  the  R econstruction  Loan  are 
shown below, in  com parison w ith  those received fro m  
s im ila r sources in  N ovem ber 1925 and December 1924 
(in  m illio ns  o f paper k ro n e n ) :—

Pledged Revenue. Nov. 1925. Dec. 1925. Dec. 1924.
Customs ..................  147,113 139,462 137,773
Tobacco monopoly ... 119,578 134,393 150,463
Sugar duty ...................  55,150 59,315 60,588
Salt monpoly ...................  28,501 28,992 28,667

350,342 362,663 377,593
Converted in to  go ld  on th e  basis o f th e  m u ltip lic a to r 

o f 14,500 th e  pledged receipts in  December represent 
a p p ro x im a te ly  K r.2 5  m ill,  (gold), as com pared w ith  
K r.24 .1  m ill,  (gold) in  N ovem ber 1925 and K r.2 5 .3 m ill, 
(go ld) in  Decem ber 1924.

D u rin g  th e  f irs t  h a lf o f the  financ ia l year 1925-26 the  
pledged receipts y ie lded abou t 17 per cent, m ore th a n  
d u rin g  the  corresponding pe riod  of the  year 1924-25, 
the  m o n th ly  average being 324 m illia rd s  as against 276 
m illia rds . The increase was m a in ly  due to  the  results 
o f the  f irs t  qu a rte r o f the  financ ia l year (Ju ly , A ugust 
and September), since when the  receipts have n o t been 
ve ry  d iffe ren t fro m .th o se  o f the  preceding year. I t  is 
p robab le  th a t  the  m o n th ly  y ie ld  o f the  pledged revenue 
has become m ore o r less stab ilised a t abou t 350 m illia rd s  
o f paper kronen , and th a t a pronounced and con tinued 
rise w il l  n o t occur again. The general financ ia l and 
economic im p rovem ent in  th e  coun try , w h ich  is s low ly  
b u t s tead ily  m ak ing  its e lf fe lt, m ay lead to  some 
augm enta tion  in  in la n d  revenue; b u t such increase 
w il l  be offset b y  the  low er re tu rns  fro m  Customs 
resu lting  fro m  the  opera tion  o f the  com m ercia l treaties 
w ith  various neighbours. I n  ad d itio n  to  th e  above 
m entioned receipts the  sum  o f K r.47 ,390 (gold) was 
collected b y  Customs in  specie d u rin g  the  m o n th  of 
December.

The gross receipts fro m  a ll sources in  December, as 
com pared w ith  December 1924, were as fo llo w s ’ (in  
m illia rd s  o f paper k ro n e n ):—
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Gross receipts. 
Pledged receipts 
Other receipts

Dec. 1925. Dec. 1924. Difference. 
362.6 377.5 — 14.9
627.1 517.4 - f  109.7

Total ... 989.7 894.9 +  94.8
T h is  resu lt represents an increase o f about 10 per cent, 

on th a t of the  preceding December. Converted in to  
gold on the  basis o f the  m u ltip lic a to r o f 14,500 fo r 
December 1925 and o f 14,963 fo r  December 1924, the 
to ta l gross receipts am ounted to  K r.68 .2  m ill, (gold) 
last December and to  K r.59 .8  m ill, (gold) in  December 
1924.

The p rov is iona l figures of the  T reasury receipts fro m  
bta te taxes and State m onopolies d u rin g  the  f irs t  five 
m onths of the  cu rre n t financ ia l year are g iven below, 
together w ith  f ive -tw e lfth s  o f the  B udget estimates 
o r th e  year 1925-26 fo r  the  sake o f com parison (in  

m illions  o f go ld k r  o n e n ):—
Receipts for the Five-twelfths of 
first five months estimated 
of financial year revenue for

Direct taxes 
Turnover tax 
Fees and dues, etc.
Consumption tax...
Customs
Salt monopoly (net)
tobacco monopoly (gross)
Transport tax ...
I n  every instance the  actua l rece ip ts have exceeded 

t  *© estim ated am ounts ; fo r  the  f irs t t im e  the  d irec t 
taxes are h igher th a n  the  p re lim in a ry  estimates. T h is  
resu lt is w o rth y  o f a tte n tio n  since i t  indicates an 
approach to  a ju s t ra t io  between the y ie ld  o f d ire c t and 
in d ire c t ta x a tio n  ; i t  also suggests th a t  th e  collecting 
m ach inery  has been im proved .

A lth o u g h  th e  ava ilab le  figures a t the  close of the  
year 1925 are b u t p rov is iona l, th e y  are exact enough 
°  Perm it  a survey o f the  s itu a tio n  o f expend itu re  and 

loos;11116 ^ u r*n S the second h a lf o f the  calendar year 
k  “  a* sh own in  the fo llow ing  tab le  (in  m illio ns  of go ld

1925.
July
August ...
September 
October ...
November 
December

1925-26. 1925-26.
09.2 53.1
53.4 : gig 43.1
26.4 21.9
33.5 23.3
44.6 35.7
7.3 4.6

43.3 40.7
6.1 3.9

Gross Gross
expenditure. receipts. Difference.

52.0 37.7 — 14.3
53.2 54.7 +  1.5
50.3 59.2 +  8.9
40.0 58.9 +  18.9
53.4 78.9 +  25.5
51.3 68.2 +  16.9

300.2 357.6 +  57.4Total
p ie  expend itu re  has n o t exceeded the  Budget 

estim ates, w h ils t the  revenue shows an increase of 
abou t 17 per cent, on the  estimates. T h is  resu lt is the  
m ore s tr ik in g  when i t  is recalled th a t  since A ugust 1, 
1925, the  general tu rn o v e r ta x  has been reduced fro m  
3 per cent, to  2 per cent, and the  S tate ’s p a rtic ip a tio n  in  
ren ts fro m  25 per cent, to  121 per cent. The resu lt is 
sa tis fac to ry  ; i t  signifies th a t great progress has been 
made in  the  d irec tio n  o f the  res to ra tion  o f th e  e q u ilib riu m  
m  the. na tiona l finances. Nevertheless, the  s itua tion  
does n o t ju s t ify  increased expenditu re . The G overn­
m ent  ̂decided to  take  advantage o f the  favourab le  
s itua tion  by  abolish ing the  ren t ta x  as fro m  F eb ru a ry  

’ 1^26, and b y  reducing the  sugar d u ty  fro m  44.8 to  35 
go d he ller, i.e. fro m  6,500 paper kronen to  5,075 paper 

onen. The ta x  on re n t is an undesirable fo rm  of 
r ib u ta ry  im pos ition , w h ils t the  sugar ta x  in  H u n g a ry  

, as boon the  highest in  a ll Europe. These changes w ill 
r l l lg considerable re lie f to  the  populace, b u t th e y  w ill 

P robab ly lead to  a decline in  revenue d u rin g  the  second 
la financ ia l year. The results in  general

11 ,rm  op in ion  th a t the  c o u n try ’s finances are 
s tead ily  m ov ing  tow ards no rm a l conditions. W h ile  

e actua l surp lus a tta ined  d u rin g  the  s ix  m onths ended 
oi^ !ef “1̂ >er 31 last am ounts to  over K r.5 7  m ill,  (gold), 
b u t tc ° ‘  ^ ' e estim ated B udge t surp lus am ounts to  
s tr ik in '* ^ m ]^- (gold). The difference is ce rta in ly

„  e P re li™ r y  E stim ates fo r  January  p rov ide  fo r  a 
s expenditu re o f Kr.55,778,243 (gold) and a gross

revenue o f Kr.49,886,118 (gold), the  estim ated de fic it 
being ap p ro x im a te ly  K r.5 .9  m ill. (gold). T h is  de fic it 
is p a r t ly  due to  the  higher requirem ents o f the  State 
loan service and p a r t ly  to  th e  heavy purchases o f the 
tobacco m onopoly. I n  a d d itio n  to  the  paym ents 
a lready made abroad fo r th e  in te rest and tow ards the  
settlem ent of the  na tiona l debt, a fu r th e r  sum of 
£150,000 had to  be found fo r  th is  m on th , representing 
the  ha lf-ye a rly  ins ta lm ent to  the  B r it is h  C learing Office. 
I n  com parison w ith  the  R econstruction P rogram m e the 
Jan ua ry  estimates are as fo llow s (in  go ld  k ro n e n ) :—

January Reconstruction 
estimates, programme. Difference. 

Net expenditure ... 46,784,704 34,125,000 - f  12,659,704
Net revenue ... 40,892,579 30,825,000 +  10,067,579

Deficit ... 5,892,125 3,300,000 2,592,125
The ava ilab le  balance of th e  R econstruction  Loan  on 

Decem ber 31, 1925, was ap p ro x im a te ly  K r .  152.4 m ill, 
(gold). The com pulsory loan account showed a t the  
same date a balance o f 14.3 m illia rd s  o f paper kronen.

In  regard to  the  general financ ia l s itu a tio n  the  R epo rt 
m entions th a t there was l i t t le  change in  the  course of 
v a lu ta  and b ills  du rin g  the  m on th  o f December, w h ils t 
the  m eta l cover o f the  N a tion a l B a n k  showed a fu r th e r 
g radua l im provem ent, a tta in in g  a t th e  end o f the  year 
57.5 per cent, as against 53.8 per cent, a t th e  end o f the  
preceding year. U sua lly  there is a seasonal d im in u tio n  
in  the  in flu x  o f fo re ign va lu ta  abou t the  m idd le  o f 
December ; i t  w ou ld  there fore n o t be surp ris ing  and 
w ou ld  lead to  no disturbance i f  the  B a n k ’s m eta l stocks 
decline somewhat in  the  succeeding m onths. The 
m eta l stocks have a tta ined  a sa tis fac to ry  le v e l; in  the  
B a n k ’s s ta tem ent o f December 31 last th e y  figu re  a t 
3,340 m illia rd  kronen, as against 2,480 m illia rd s  in  the  
preceding year. I n  a fo rm er R e po rt i t  was sta ted th a t 
th e  note c ircu la tio n  appeared to  have become stab ilised 
a t abou t 5,000 m illia rd  k ro n e n ; the  experience of 
Decem ber confirm s th is  s tatem ent. Despite the  heavy 
m one ta ry  requirem ents associated w ith  th e  close o f the  
year the  note c ircu la tio n  was increased b y  o n ly  100 
m illia rds . The note c ircu la tio n  is covered b y  tw o - 
th ird s  go ld o r go ld currencies, b ills , etc. A  certa in  
s tiffen ing  o f the  in te rest rates fo r  sho rt-da ted  credits 
was perceptib le  on the  m arke t tow ards th e  end of 
December. I t  was rea lly  a test fo r  in la n d  c re d it 
tra ffic  and the  general resu lt cannot be regarded as 
unsa tis fac to ry , despite signs of weakness in  the  [cereal 
m arke t.

I n  th e  section dealing w ith  fo re ign  trade  the 
fo llo w in g  tab le  is g iven showing the  developm ent over 
the  f irs t  eleven m onths o f the  year in  yom parison w ith  
the  corresponding m onths o f 1924 (in  m illio ns  o f gold 
k ro n e n ):—

“ tTije Central Cnropean ©ijgerfcer ”
A W e e k l y  R e v i e w  o f  P o l i t i c s , F i n a n c e  

a n d  C o m m e r c e .

The Central European Observer supplies 
up-to-date and reliable inform ation on Central 
Europe. I t  contains valuable reports on all 
business matters and assists in  promoting mutual 
trade relations.

Annual Subscription, 10s. post free.

Specimen Copies and Advertisement Rates 
sent post free on application to—

“ The Central European Observer,”

Prague X II., Fochova 02,
Czechoslovakia.
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1924. 1925.
Im- Ex- Im- Ex-

ports. ports. Difference. ports. ports. Difference.
January 37.6 32.3 — 5.3 63.4 35.2 — 28.2
February 44.1 30.8 — 13.3 58.8 39.9 — 18.9
March ... 51.4 44.5 — 6.9 57.7 52.2 — 5.5
April 59.0 51.4 — 7.6 52.6 46.6 — 6.0
May 57.4 45.5 — 11.9 52.4 52.5 + 0.1
June 48.6 35.4 — 13.2 47.4 46.1 — 1.3
July 59.9 40.2 — 19.7 53.6 50.8 — 2.8
August ... 54.3 34.5 — 19.8 63.4 4 71.0 + 7.6
September 62.3 57.4 -  4.9 77.6 80.1 + 2.5
October 76.6 79.0 +  2.4 77.2 77.8 + 0.6
November 70.2 58.5 — 11.7 71.9 79.8 + 7.8

Total 621.4 509.5 — 111.9 676.0 632.0 — 44.0
I t  w i l l  be observed th a t  th e  un favou rab le  balance of 

trade  in  1925 is below h a lf o f th e  unfavourab le  balance 
fo r  th e  eleven m onths o f 1924, w h ile  the  aggregate 
vo lum e o f the  tu rn o v e r increased b y  some 15 per cent. 
The im p o rta t io n  of co tton  and woollen fabrics in  
N ovem ber last was o n ly  abou t h a lf  o f th a t  o f the 
preceding N ovem ber. The com m ercia l t re a ty  w ith  
I ta ly  came in to  force in  December, and s im ila r agree­
m ents are in  force w ith  Po land and Greece, b y  w h ich  
ta r i f f  m od ifica tions are in troduced. D u rin g  th e  f irs t 
n ine  m onths of the  past year 5.68 per cent, of H u n g a ry ’s 
to ta l exports  was consigned to  I ta ly  and 7.2 per cent, to  
Poland. The la tte r  figure represents a b ig  im p rove ­
m en t in  the  tra d e  w ith  Poland, since in  1924 on ly  
2.58 per cent, and in  1923 o n ly  1.61 per cent, o f H u n g a ry ’s 
to ta l exports  were d irected to  Poland. The treaties 
concluded w ith  Spain and France are aw a itin g  ra t if ic a ­
tio n . N egotia tions w ith  A u s tr ia  were resumed in  
January.

The Commissioner General hereupon expla ins the  
new law  fo r the  reva lu a tion  o f com m ercial and in d u s tr ia l 
coporations, w h ich , however, was dea lt w ith  in  The 
Economic Review of Janua ry  22, 1926 (p. 74).

The num ber o f unem ployed members o f the  Social 
D em ocra tic  trade  unions rose fro m  26,246 a t the  end of 
N ovem ber to  26,711 a t th e  end o f December. A  year 
prev ious to  th is  date the  num ber o f registered u n ­
em ployed stood a t 33,095. The cost o f l iv in g  index of 
the  Pester L loyd  showed in  December a s lig h t fa ll, s tand­
in g  a t 17,789, the  lowest index  num ber since the  
beg inn ing o f the  reconstruction . The wholesale index 
n u m b e r stood a t 18,832, w h ich  ind ica tes a s ligh t rise 
on th e  m on th . I n  December 39 cases of b a n k ru p tcy  
were recorded, in  ad d itio n  to  173 arrangem ents fo r  the  
benefit o f cred itors, m ak ing  a to ta l o f 212 insolvencies 
fo r  th e  m on th . The to ta l num ber o f insolvencies fo r  
th e  whole year am ounts to  2,457, o f w h ich  389 were 
bankruptc ies  and 2,068 arrangem ents fo r the  benefit 
o f cred itors.

I N D U S T R Y  A N D  A G R I C U L T U R E
Industrial and Agricultural Statistics.— In  an

exhaustive survey of th e  financ ia l and  economic con­
d itions  o f H u n g a ry  in  the  year 1925, published in  a 
special supplem ent o f the  Pester L loyd , M . Josef Vago 
quotes num erous da ta  issued b y  the  N a tio n a l S ta tis tica l 
B ureau, fro m  w h ich  we have ex trac te d  the  few  sub­

m itte d  below, inasm uch as these figures g ive a t a glance 
an idea of th e  s itu a tio n  in  the  various industries. The 
in d u s tr ia l s ta tis tics  have been com pleted on ly  up  to  the 
end o f 1924, and refer there fore to  the  s itu a tio n  a t the  
beginning o f 1925. (See ta b le  a t fo o t o f th is  page.)

A lth o u g h  the  sta tis tics  fo r  the  year 1925 are n o t ye t 
ava ilab le , the  w r ite r  expresses the  op in ion th a t in  
general the  past year was n o t so b r is k  as 1924, ch ie fly  
on account o f the  nego tia tions w h ich  have been con­
ducted fo r  the  conclusion of com m ercia l trea ties w ith  
various countries and w h ich  le ft the  m anufacturers 
in  a state o f un ce rta in ty . The year was characterised 
b y  h es ita tion  and l i t t le  progress was possible in  in d u s tr ia l 
undertakings.

In  regard to  a g ricu ltu re  the  past year was m ore 
sa tis fac to ry  th a n  1924. I n  the  seven chief branches o f 
a g ric u ltu ra l p ro du c tion  the  results were b e tte r th a n  in  
the  preceding year. The fo llow ing  tab le  shows the  
to ta l p ro du c tion  o f the  m a in  crops in  the  tw o  years and 
the  increased p ro du c tion  in  1925 (in  thousands o f m e tric  
cw ts.) :—
Agricultural production. 1924. 1925. Increase

Wheat 14,035 18,058 4,023
R y e .............. 5,614 7,842 2,228
Barley 3,203 4,831 1,628
Oats ... 2,281 3,322 1,041
Maize... 18,828 23,622 4,794
Potatoes 15,351 23,599 8,248
Sugar beet ... 12,742 15,360 2,618

These figures a c tu a lly  represent an aggregate increase 
o f abou t 34 per cent, in  the  m a in  crops. U n fo rtu n a te ly , 
prices fo r  the  m ost p a r t  have p roved  unsatis fac tory , 
and ag ricu ltu re  has, therefore, n o t reaped the  fu l l  
benefit o f the  im p roved  harvests. Prices were ve ry  
good, a t the  beginn ing o f th e  year, exceeding pre -w ar 
p a r ity ,  b u t dropped considerably d u rin g  the  second 
h a lf o f the  year, on ly  re v iv in g  s lig h tly  in  the  las t tw o  
m onths.

S O C I A L  A N D  L A B O U R  C O N D I T I O N S
Results of the Land Reform.— A lth o u g h  the  law  

re la tin g  to  the  land  re fo rm  in  H u n g a ry  was passed b y  
the  N a tio n a l Assem bly tow ards the  close o f the  year 
1920 the  app lica tion  o f the  prov is ions have been so 
d ila to ry  th a t  a fte r five  years on ly  abou t one-half o f the  
program m e has been realised. H u ng a ria n  a g ricu ltu re  
has n o t suffered fro m  the  severe crises such as those 
w h ich  have accompanied the  in tro d u c tio n  o f a rad ica l 
land  re fo rm  in  ce rta in  o ther countries. The H ungarian  
measure was re la tiv e ly  m oderate. The p rinc ip le  of 
forced repurchase was n o t in troduced , no r was a 
m ax im um  figu re  fixed  fo r  the  area o f la rge estates. 
E ven  a fte r the  execution of th is  re fo rm  measure there  
rem ains in  H u n g a ry  a large num ber o f la tifu n d ia  of 
m ore th a n  20,000 argents in  area (rough ly  30,000 acres). 
Nevertheless, there has been d u rin g  the  past few  years a 
m arked change in  the  p ro p o rtio n  o f large and sm all 
estates in  the  cou n try . Since the  year 1913 th e  to ta l 
area occupied b y  sm all p ro p rie to rs  has increased b y  
some 970,000 arpents, o r abou t 13 per cent. I n  1913 
the  land  belonging to  sm all p ro p rie to rs  represented no

Industrial Statistics FOR 1923 AND 1924.
Wages paid Aggregate value of

Industry.
Number of Number employed. Working (in thousands of gold products (in millions

factories. days. kronen). of gold kronen).
1923. 1924. 1923. 1924. 1924. 1923. 1924. 1923. 1924.

Iron and metal industries . 231 252 39,639 41,415 72,094 18,404 37,906 147.2 193.3
Machine works 165 175 41,848 41,468 50,415 24,257 41,199 87.2 115.0
Electrical power stations 125 131 53,604 5,599 46,248 3,464 8,192 24.9 45.3
Stone, pottery and glass in-

dustries 371 402 30,215 30,564 76,566 8,828 16,967 39.1 52.3
Timber and bone industries ... 277 301 13,982 14,500 78,264 5,906 10,196 26.6 36.1
Leather, brush and feather

industries ... 84 86 6,598 7,284 24,266 3,111 6,082 41.1 51.6
Textile industries 171 188 26,706 34,485 51,082 8,005 20,805 147.3 193.4
Clothing i ndustries ... 98 100 6,262 7,234 27,970 2,949 6,550 28.5 31.8
Paper industries 56 55 2,641 2,586 15,630 807 1,875 4.6 7.2
Foodstuffs industries 863 772 49,627 49,640 185,260 16,787 35,881 543.3 702.5
Chemical industries .. 196 196 11,638 11,017 50,758 5,960 12,302 72.4 84.1
Reproductive works, art fab-

rics, etc. 92 97 6,723 6,638 28,542 3,965 8,440 14.1 18.0

T o ta l .............. 2,729 j 2,755 241,269 252,434 707,104 101,633 206,395 1,777 1,531.5
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m ore th a n  abou t 44.2 per cent, o f the  to ta l arable land 
in  th e  cou n try , whereas to -da y  i t  represents 50 per cent, 
o f th e  to ta l.  I n  1913 the num ber of sm allholders per 
one thousand farm ers was 620, w h ile  i t  is now  840. 
The num ber o f sm allho lders in  H u n g a ry  has a c tu a lly  
increased b y  abou t 220,000, the  to ta l a t the  present tim e  
being estim ated a t ap p ro x im a te ly  1,100,000. A fte r  
th e  com plete execution o f th e  la nd  re fo rm  these small 
p ro p rie to rs  w i l l  occupy abou t 84 per cent, o f the  to ta l 
arable la nd  in  H u ng a ry . (Pesti N ap lo .)

ITALY
F I N A N C E

Treasury Statement lor the Half-year ended Decem­
ber 31, 1925.— A  notab le  fea tu re  o f the  course of 
na tio n a l finances d u rin g  the  f irs t  h a lf o f the  curren t 
financ ia l year is the  m arked increase in  G overnm ent 
expend itu re  as com pared w ith  the  preceding years. 
To a large ex te n t th is  increase is due to  the  augm entation 
o f the  salaries of c iv i l servants and employees in  the 
various p u b lic  services, w h ich  before the  w a r were 
n o to rio u s ly  low . R e fo rm  in  th is  depa rtm ent has long 
been overdue and th e  Press in  general shows no in c lin a ­
t io n  to  quarre l w ith  the  G overnm ent fo r  im p ro v in g  the  
sta tus o f its  employees. F u rth e r large sums are re ­
qu ired b y  d iffe ren t pu b lic  works, b u t such expenditu re 
is r ig h t ly  regarded as a p ro du c tive  investm en t. The 
actua l T reasu ry  s itu a tio n  a t the  close of the  f irs t  h a lf o f 
the  cu rre n t financ ia l year reveals con tinued im p ro ve ­
m en t, since the  increased expend itu re  is m ore tha n  
counterbalanced b y  th e  m ore sa tis fac to ry  T reasury 
receipts. The actua l o rd in a ry  revenue collected du ring  
the  f irs t  s ix  m onths of the  cu rre n t fiscal year exceeds, 
fo r  instance, th e  estim ated figure b y  over L.900 m ill. ,  
and the  budge ta ry  s itu a tio n  showed a t the  close of the  
past calendar year a surp lus of some L.227.6 m ill, on 
the  o rd in a ry  account as against a de fic it o f over L.180 
m i l l , on the  s im ila r account fo r  the  corresponding period 
in  the  preceding financ ia l year. The de ta iled  figures of 
the  T reasu ry  S tatem ent fo r  the  ha lf-yea r ended Decem­
ber 31 las t are g iven in  the  Bolle ttino d i N o tiz ie  Econo- 
miche. The da ta  reproduced below summarise the  
s itu a tio n  and p e rm it a com parison w ith  the  correspond­
in g  pe riod  of the  financ ia l year 1924—25 (in  m illio ns  of 
lire ) :—

Expenditure for Half-Year ended December 31, 1925.
Ju ly  to  Deo. J u ly  to  Dec-

M in is try  of Finance—
International debt service ...
Other items ................

M in is try  of W ar
„  „  Education
,, ,, Marine ...
„  ,, Public Works
„  „  Communications
,, ,, the In te rio r
,, „  Foreign Affairs ...
,, „  Justice and P u b l i c

Worship
„  „  N ationa l Economy
„  „  the Colonies

Tota l

Ordinary Revenue—
Y ie ld  of d irect and ind irect 

taxation
Yield from State property 

Public Services—
Posts
T e le g ra p h s .........................................
Telephones
Sundry services ... • • •
Reimbursements and contributions 

to  costs
Miscellaneous receipts

1925. 1924.

1,976.0 1,938.9
2,666.5 2,265.1
1,361.1 986.6

747.5 535.96
480.3 332.5
351.0 285.1
239.4 466.5
296.7 340.6
202.9 41.1

190.5 184.0
167.4 85.7
151.7 68.1

8,831.3 7,530.4

December 31, 1925.
J u ly  to  Dec. J u ly  to  Dec.

1925. 1924.

8,549.3 7,854.3
38.9 33.5

6.6 286.1
4 .6 67.8
1 .7 74.8

38.5 32.7

60.7 41.9
1,651.4 227.3

Extraordinary Revenue— 
Reimbursements and contributions

to  expenses 90.8 22.4
Miscellaneous Receipts 163.3 238.1
Other assets 81.74 18.2

Tota l 10,687.7 8,897.3
Other receipts—

R ailw ay construction loan... 6.5 0.1
From various loans and credits .. 3,173.0 1,917.8
Accountancy balance items 49.7 36.0

Total .............. 5,229.2 1,953.9

Grand Tota l ... 13,917.0 10,851.2

T he  e x tre m e ly  sm a ll r e tu rn f r o m  th e  p o s ta l, te le -
g ra p h ic  a n d  te le p ho n e  services as co m p a re d  w ith  th e
y ie ld  in  th e  p re c e d in g  y e a r is  a cco u n te d  fo r  b y  th e  fa c t  
th a t  th e  p o s ta l a n d  te le g ra p h ic  services n o w  h ave  an 
a u to n o m o u s  a d m in is tra t io n ,  w h ile  th e  te le p ho n e  serv ice
has w ith  c e rta in  e xce p tions been leased to  p r iv a te
com pan ies.

T h e  su m m a rise d  b u d g e ta ry  s itu a t io n  fo r  th e  f i r s t  h a lf  
o f th e  c u rre n t fin a n c ia l y e a r a n d  th e  e s tim a te d  figu res  
are  show n in  th e  tab les  h e re w ith  ( in  m ill io n s  o f l i r e ) :—

Actual Revenue and Expenditure, July to December,
1925.

Receipts. Expenditure. Difference.
Ordinary account 8,998.6 7,045.5 +  1,953.1
E xtraord inary account 275.6 2,001.1 —  1,725.5

Tota l 9,274.2 9,046.6 +  227.6
Loans and disbursements

fo r ra ilw ay construc­
tio n  ... 125.0 125.0

Variations in  capita l
account 1,080.9 721.3 +  359.6

Tota l (1925) ... 10,480.1 9,892.9 +  587.2
Tota l (1924) ... 11,456.0 9,803.0 +  1,652.9

Estimated Revenue and Expenditure, July to December,
1925.

Receipts. Expenditure. D ifference.
Ordinary account 8,088.7 7,011.1 +  1,077.6
E xtraord inary account 216.1 1,981.8 —  1,765.7

Tota l 8,304.8 8,992.9 —  588.1
Loans and disburse-

ments fo r ra ilw ay 
construction 125.0 125.0 _

Variations in  capita l ac-
count 658.3 726.9 68.6

Tota l estimates (1925) 9,088.1 9,844.8 —  756.7
Tota l estimates (1924) 9,680.1 9,766.5 —  86.4

Settlement oî the Debt to Great B ritain.—A n
Agreem ent a rr iv e d  a t between th e  I ta lia n  and B r it is h  
G overnm ents fo r  the  se ttlem ent o f the  I ta lia n  debt to  
G reat B r ita in  embraces in  the  m a in  the  fo llo w in g  p ro ­
visions in  respect to  annual paym ents b y  I ta ly .  D u r in g  
the  cu rre n t financ ia l year I ta ly  w ill pa y  to  G reat B r ita in  
the  sum  o f £2,000,000, d u rin g  th e  n e x t tw o  financia  
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years the  sum o f £4,000,000 per annum , d u rin g  the  next 
fo u r years the  sum  o f £4,250,000 per annum , in  each of 
the  ne x t succeeding years up to  the  financia l year 1986— 
87 the  sum  o f £4,500,000 per annum , and du rin g  the 
financ ia l year 1987—88 the  sum  o f £2,250,000. The 
paym ents are to  be made a t the  B an k  o f Eng land on 
September 15 and M arch 15 o f each year. I ta ly  unde r­
takes to  issue .and de live r to  the  B r it is h  T reasu ry  a bond 
in  respect o f each of the  paym ents p rov ided  fo r in  the  
Agreem ent. T he  paym ents due under a l l  bonds issued 
in  accordance w ith  the  Agreem ent w i l l  be made w ith o u t 
deduction fo r  present o r fu tu re  taxes im posed b y  I ta ly  
o r under the  a u th o r ity  o f p o lit ic a l o r local ta x in g  
a u th o r ity  w ith in  I ta ly .  I n  every respect such bonds are 
to  be exem pt fro m  any and a ll fo rm  o f taxa tio n . I ta ly  
m ay, sub ject to  n o t less th a n  n in e ty  days’ no tice to  
G reat B r ita in , postpone such p a r t of any o f the  ha lf- 
y e a rly  ins ta lm ents  fa llin g  due on o r a fte r September 15, 
1928, as exceeds the  sum of £1,000,000 to  any subse­
quen t fixed  date o f paym en t, no t, however, beyond tw o  
years fro m  the o rig in a l due date, on con d ition  th a t  i f  
I ta ly  sha ll a t any tim e  exercise th is  p riv ilege  as to  the 
postponem ent o f any ins ta lm en t, th e  insta lm ents fa llin g  
due in  the  second succeeding year cannot be postponed 
unless the  arrears have been cleared- off. A  ta x  of 5 per 
cent, in te rest per annum  w i l l  be imposed upon a ll post­
poned insta lm ents, payable h a lf-yea rly .

I t  is  fu r th e r  agreed th a t  the  accounts re la tin g  to  the 
w a r deb t o f I ta ly  to  G reat B r ita in , in c lud in g  the  W heat 
E xecu tive  and th e  W a r R isks schemes sha ll be de fin ite ly  
closed, the  B r it is h  T reasu ry  being e n title d  to  re ta in  any 
sums cred ited  to  I ta ly  in  respect o f these accounts. 
E xcep t as where otherw ise specified, G reat B r ita in  and 
I ta ly  agree to  renounce a ll cla im s o r counter-c la im s in  
respect of these accounts. G reat B r ita in  also renounces 
a ll ou ts tand ing  cla im s against I ta ly  in  respect o f ren ting  
ex-enem y shipp ing. G reat B r ita in  also agrees to  cred it 
I ta ly  against paym ents n e x t due w ith  ce rta in  p ro p o r­
tion a te  sums i f  a t any tim e  i t  appears th a t the  aggregate 
paym ents received b y  G reat B r ita in  under A llie d  W ar 
D e b t F und in g  Agreem ents and on account of reparations, 
etc., exceed the  aggregate paym ents made b y  Great 
B r ita in  to  the  U n ite d  States in  respect o f w a r debts. 
I n  such a case an account w i l l  be d ra w n  up  b y  the  
B r it is h  Treasury, w ith  in te rest a t 5 per cent, on e ither 
side, and should th e  accounts show th a t the  receipts 
exceed th e  paym ents Great B r ita in  w i l l  c red it I ta ly  w ith  
such p ro p o rtio n  of th a t  excess as the  paym ents made b y  
I ta ly  under the  Agreem ent bear to  the  aggregate sums 
received b y  G reat B r ita in . T h is  process w ill,  i f  necessary, 
be carried  o u t every year, p ro v is io n  also being made th a t 
in  case o f a de fic it in  th is  account such de fic it m ust be 
made good b y  I ta ly  b y  increasing the  in s ta lm en t next 
due.

G reat B r ita in  is to  re ta in  under th e  Agreem ent the  
sum  o f £22,200,000 belonging to  I ta ly  and deposited 
under the  Agreem ent o f 1915 against the  I ta lia n  w ar debt. 
Th is , however, w i l l  n o t bear in te rest, and w i l l  even tua lly  
be released to  I ta ly ,  in  respect o f the  sum  o f £1,000,000, 
in  e igh t equal insta lm ents on September 15 and M arch 15 
o f each of the  fo u r years as fro m  September 15, 1928, and, 
in  respect of th e  balance, in  equal h a lf-y e a rly  insta lm ents 
as fro m  September 15, 1932, p rov ided  in  every case th a t 
th e  annu ities under the  Agreem ent have been pa id  to  
date.

The settlem ent o f th e  deb t th u s  extends over a period 
o f 62 years, th e  to ta l sum to  be p a id  am oun ting  to  
£272,250,000, or abou t 6,806,250,000 go ld  lire . A cco rd ­
ing  to  E ch i e Commenti, th is  represents a reduc tion  of 
£338,590,000 in  I t a ly ’s favo u r, since th e  o rig in a l debt 
figu red  a t £610,S40,000.

The I ta lia n  Press in  general approves th e  se ttlem ent, 
and, w h ile  p o in tin g  o u t th e  enormous burden of the  
com bined debt paym ents, is has n o t been slow to  recog­
nise th e  generous sacrifice made b y  G reat B r ita in . The 
Qiornale d 'I ta lia  considers th a t  th is  se ttlem ent w ill go a 
long w ay tow ards cem enting the  frien dsh ip  between the  
tw o  countries and w il l  fo rm  a guarantee fo r  th e  fu tu re

peace and welfare o f E urope. T he  Nazione  enumerates 
the  various sacrifices th a t  have been made and -will s t i l l  
have to  be made b y  I ta ly ,  and then  ro u n d ly  declares 
th a t  these have been overshadowed b y  those m ade b y  
G reat B r ita in ,  m a in ta in in g  th a t  G reat B r ita in ’s gener­
os ity  in  th is  m a tte r is fa r  greater th a n  th a t  of the  U n ite d  
States. A  great deal has been gained b y  B r it is h  con fi­
dence in  the  present I ta lia n  a d m in is tra tio n . The 
T rib u n a  states th a t  I ta ly  has found  in  her new d isc ip line , 
w h ich  embraces sacrifices, th e  de term ined w il l  to  settle  
a ll her w a r accounts and to  restore no rm a l re la tions, 
especially o f an economic o r fina nc ia l character, w ith  
o ther countries. The Corriere della Sera m entions th a t,  
ta k in g  a ll th e  fac to rs  o f sacrifice on G reat B r ita in ’s p a r t 
in to  consideration, th e  to ta l red uc tio n  in  th e  deb t 
a c tu a lly  represents 86 per cent., w h ils t th e  red uc tio n  in  
the  debt to  th e  U n ite d  States represents b u t  79 per cent. 
I n  a c o n trib u tio n  to  E ch i e Commenti, S ignor Felice 
C orin i, P a rliam e n ta ry  D e p u ty , a fte r expressing h is 
general app rova l o f th e  Agreem ent, critic ises th e  a rtic le  
re la tin g  to  the  p ro po rtio n a te  increase o r d im in u tio n  in  
th e  ins ta lm ents  to  be p a id  b y  I ta ly ,  according to  th e  
aggregate sums received b y  G reat B r ita in  under A llie d  
W a r D e b t Agreem ents and th e  paym ents made b y  
G reat B r ita in  to  th e  U n ite d  States. H e  considers th a t  
th is  p o in t is  s t i l l  som ewhat obscure and needs fu r th e r  
e luc id a tio n  to  fa c ilita te  th e  sm ooth w o rk in g  o f th e  
Agreem ent.

Taxation of Joint Stock Companies .— Ita l ia n  ta x a ­
t io n  of jo in t  stock companies fa lls  in to  tw o  categories : 
d irec t ta x a tio n  lev ied on p ro fits  and in d ire c t ta x a tio n  
w h ich , the o re tica lly , represents an increase in  p ro d u c tio n  
costs transfe rab le  to  th e  customer, tho ugh  in  p ractice  i t  
fre q u e n tly  absorbs a no tab le  share of the  p ro fits .

The fo llo w in g  d irec t taxes are pa id  b y  jo in t  stock 
companies

(1) L a n d  ta x , lev ied  a t rates v a ry in g  fro m  11.89 per 
cent, to  19.15 per cent, on th e  ren tab le  va lue  of land 
ca lcu la ted in  gold. The su rtax  on la nd  lev ied  b y  lo ca l 
governm ent bodies averages s ix  tim es the  am oun t of th e  
G overnm ent ta x . T h is  ta x  o n ly  affects those industries 
w h ich  use large areas of land  as a fa c to r in  p ro d u c tio n , 
such as rea l estate and ra ilw a y  companies.

(2) The ta x  levied on th e  ren tab le  va lue of bu ild ings , 
in c lud in g , u n t i l  1925, th a t  o f factories and workshops, 
a t rates ris in g  fro m  21.01 to  27.74 per cent. The s u r­
taxes lev ied  under th is  head by  th e  loca l governm ent 
bodies average 200 per cent, o f the  G overnm ent ta x . 
Since 1925 the  ren tab le  va lue of factories and workshops 
is n o t taxe d  separate ly b u t ca lcu la ted in  reckon ing the  
re tu rn s  fo r  incom e ta x .

(3) Incom e ta x , category B , levied on in d u s tr ia l 
p ro fits  a t th e  ra te  of 20 per cent. Companies pa y  on 
annual p ro fits  as shown b y  the  difference between th e ir  
assets and lia b ilit ie s . B y  th is  m ethod n o t o n ly  d is ­
tr ib u te d  p ro fits  are taxed , b u t  also those p a id  in to  th e  
reserve.

(4) Incom e ta x , cat. C, lev ied a t source a t the  ra te  of 
12.83 per cent, on the  salaries o f s ta ff in  the  em p loy o f 
jo in t  stock companies. T h is  am ounts in  practice  to  a 
fu r th e r  charge on the  companies themselves.

(5) Incom e ta x , cat. A , lev ied on the  in te res t on 
debentures issued b y  companies a t the  ra te  of 25.5 per 
cent. Debentures are fre q u e n tly  issued in  I ta ly  ta x - 
free, th e  ta x  being p a id  b y  th e  companies issuing them .

(6) The ta x  on transfers, lev ied  a t the  ra te  of 4.50 per 
m ill,  of the  cap ita l va lue o f bearer securities estim ated a t 
the  average ra te  a t w h ich  th e y  were quoted on the  stock 
exchange d u rin g  th e  prev ious year. I n  th e  absence of 
such q u o ta tio n  th e ir  va lue is estim ated b y  th e  brokers’ 
synd ica te . I f  the  securities are registered th is  ta x  is 
levied a t th e  ra te  o f 2.50 per m ill,  o f ca p ita l value.

(7) The Com m unal and P ro v in c ia l su rtax  on incom e 
ta x , cat. B , is levied, since 1925, a t the  ra te  o f 3 per cent 
of ne t incom e and a t the  ra te  o f 2.40 per cent, on income 
taxed  undercoat. C.

(8) M un ic ip a l ta x  onfbusiness a c tiv itie s  lev ied a t the  
ra te  of 2 per cent, on ne t p ro fits ,
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U n ti l June 1925 a ta x  o f 15 per cent, was levied on the  
d iv idends o r in te res t p a id  on bearer securities. A  recent 
decree has exem pted fro m  incom e ta x  the  excess price 
(over no m ina l value) o f new share issues. Besides these 
d ire c t taxes, companies are sub ject to  s tam p d u ty  and 
re g is tra tio n  fees, ta x  on sales, Excise duties, taxes on 
insurance, m un ic ip a l taxes lev ied  on m ach inery , fue l, 
raw  m ateria ls , gas, and e lectric  power.

A ccord ing  to  a recent s tu d y  du rin g  th e  th ree years 
pe riod  1922 to  1924, th e  percentage ra t io  o f ta x a tio n  to  
d iv idends and p a id  up  cap ita l o f I ta lia n  jo in t-s to c k  
companies was as fo llow s :—

Average percentages 
for three years 

1922-1924.
On On

distributed paid-up
Direct taxation— dividends. capital.

Land tax and surtax 0.20 0.16
Tax and surtax on buildings ... 3.48 0.280
Income tax Cat. B. 29.05 2.320
Surtax on Income tax ... 4.18 0.340
15 per cent, on bearer securities (since 

repealed) 6.16 0.493
Complementary tax 10.41 0.832
Negotiation tax 5.65 0.451
Municipal Tax on business activities and 

shops 0.97 0.081
Chamber of Commerce Tax 0.67 0.053

Total 60.77 4.866

Indirect and transferable taxation—
Income tax Cat. A. 3.67 0.300
Income tax Cat. C. 60.78 0.860
Sundry taxes and dues ... 13.17 1.062

Grand to ta l ... ... ... 88.50 7.09

A s th e  above shows, ta x a tio n  on in d u s tr ia l companies 
is excessively h igh  in  I ta ly ,  so m uch so th a t  to  encourage 
fo re ign  ca p ita l investm ents th e  G overnm ent has seen 
f i t  to  exem pt the  in te rest on loans o r bonds issued abroad 
fo r  p ro du c tive  purposes fro m  incom e ta x  and fro m  
ce rta in  s tam p and o th e r duties. A n  in f lu x  of ca p ita l is 
essential to  th e  economic developm ent o f I ta ly .  T h is  
fa c t is recognised b y  th e  G overnm ent, and i t  is on ly  
th e  im p e ra tive  needs o f the  post-w ar B udget' w h ich  stand 
in  th e  w ay of a fiscal re fo rm  w h ich  w ou ld  re lieve in d u s try  
o f some o f th e  heavy burdens under w h ich  i t  now  la bo u rs . 
(F in a n c ia l Report o f the Association o f I ta l ia n  Corpora­
tions. )

T R A D E
Foreign Trade Returns January to November.—

A lth o u g h  th e  m o n th ly  re tu rns  o f I ta ly ’s fo re ign  trade  
con tinue to  show an adverse balance the re  are d is tin c t 
signs of im p rovem en t, as w i l l  be observed by  com paring 
th e  re tu rn s  fo r  th e  f irs t s ix  m onths of th e  past year w ith  
those fo r  th e  la te r m onths, th e  figures up  to  N ovem ber 
now  being ava ilab le . The change fo r  th e  b e tte r was 
m ost m arked  in  th e  m id d le  o f th e  year, fo r  whereas the  
adverse balance fo r  June was as h igh  as L . 1,101.8 m il l. ,  
th a t  fo r  J u ly  fe ll to  b u t L.459.3 m ill. ,  w h ich  again was 
h igh e r th a n  th a t  of any o f the  succeeding m onths. The 
fo llo w in g  tab le  c lea rly  shows the  course o f th e  favourab le  
developm ent u p  to  N ovem ber las t (in  m illio ns  o f lire ) :—

Imports. Exports. Adverse balance
January 1,827.7 1,119.2 708.5
February 2,073.2 1,403.1 670.1
March ... 2,586.9 1,480.4 1,106.5
A pril .............. 2,609.0 1,343.1 1,265.9
May 2,442.7 1,439.6 1,003.1
June 2,885.3 1,783.5 1,101.8
July .............. 1,851.1 1,391.8 459.3
A ugust.............. 1,823.5 1,423.8 399.7
September 1,698.5 1,596.3 102.2
October 1,910.7 1,801.0 109.7
November 2,005.6 1,730.9 274.7

Total 23,714.6 16,513.3 7,201.5
The average m o n th ly  adverse trade  balance fo r th is  

pe riod  o f eleven m onths is L .654.7 m ill. ,  th a t  fo r  the  
f irs t  s ix  m onths o f the  pe riod  is L.976 m ill. ,  w h ile  th a t fo r  
th e  las t five  m onths of the  period is o n ly  L .269.1 m ill.

As com pared w ith  the  to ta l vo lum e o f fo re ign  tra d «  in  
the  preceding year there  has been a m arked increase, 
b o th  in  im p o rts  and exports. The to ta l increase in. 
im p o rts  d im ing the  period Janua ry  to  N ovem ber, as 
com pared w ith  th e  corresponding m onths of 1924, 
represents in  value the sum  o f L .6 ,82 4  m ill. ,  w h ile  
the  augm enta tion  o f exports d u rin g  the  same period 
shows a va lue of L .3 ,9 6 7 .6 m ill.  The m ost pronounced 
increases in  im p o rts  were registered in  th e  m onths of 
M arch ( +  L . 1,075.8 m ill.)  and A p r i l  ( - f  L . 1 ,0 3 6 .9 m ill.) . 
The heaviest increases in  exports  were in  the  m onths of 
June ( +  L . 557.7 m ill.)  and J u ly  ( +  L . 543.3 m ill.) .  The 
increase in  im p o rts  is m ore apparent th a n  rea l, since the  
rise in  th e  aggregate value has been la rge ly  determ ined 
b y  th e  h igher p re va ilin g  prices, especially in  th e  case o f 
w heat, rubbe r, coffee (which ac tu a lly  declined in  vo lum e 
b u t rose in  value), bides and ce rta in  o ther products, 
w h ich  m a te ria lly  affected the  m o n th ly  balance. F o llow ing  
the  tone o f the  general Press i t  w ou ld  appear th a t  the  
present trade  prospects are encouraging, the  expec ta tion  
being now  expressed in  c e rta in  com m ercia l and economic 
circles th a t  the  favourab le  m o n th ly  balance w i l l  soon be 
restored.

I N D U S T R Y

The Coal Commission.— The techn ica l commission 
appo inted in  September b y  the  M in is te r o f N a tion a l 
E conom y to  rep o rt on the  best means o f u tilis in g  in ­
d u s tr ia l fue ls has com pleted its  labours.

The Commission d iv ide d  in to  five  sub-com m ittees, 
The f irs t  of these, w h ich  was to  re p o rt on the  best ways of 
u tilis in g  im ported  fuels, recommends the  organisation 
o f a na tion a l association of boiler-users, w h ich  should 
a tten d  n o t on ly  to  securing th e  safe ty o f the  p lan ts  b u t 
also to  a ll questions concerning the  econom ising o f coal 
and th e  s u b s titu tio n  of na tiona l fuels o r of electric power 
fo r  im p o rte d  fuels. The second sub-com m ittee dealt 
w ith  the  u tilis a tio n  o f na tiona l fue l resources. I t  has 
d ra w n  u p  a lis t of a ll the  lig n ite  beds o f the  k ingdom , 
classified according to  q u a lity , value and actua l and 
p o te n tia l o u tp u t. The distance o f the  m ines fro m  the 
ra ilw a y  lines and the  means o f transp o rt best su ited to

(0 O
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each case have also been stud ied, as w e ll as the  adv is­
a b il i ty  o f u t ilis in g  the  fue l a t the  p it-head  o r o f tra n s ­
p o rtin g  i t  elsewhere. A s to  th e  p o s s ib ility  o f d iscover­
ing  new coal beds, th e  re p o rt considers th a t the  best 
chances are offered a t Fano in  Tuscany. The th ird  sub­
com m ittee  reports  on the  tra n s fo rm a tio n  and syn the tic  
p ro d u c tio n  of fue l oils, and the  p ro d u c tio n  o f b riquettes 
fro m  coal dust, and suggests th a t subsidies be granted to  
p lan ts  using n a tion a l fuels. The fo u r th  sub-com m ittee 
reports  on the  question of the  carriage o f bo th  na tiona l 
and transp o rted  fuels b y  land  and sea, w h ile  the  f i f th  
studies th e  g ro w th  in  the  consum ption o f lig n ite  du rin g  
th e  w a r and present possib ilities. I t  considers th a t  the  
q u a n tity  w h ich  cou ld be used now  w ith  advantage, does 
n o t exceed 4 m illio n  tons a yea r, w h ich  cou ld be raised 
to  5 o r 6 m illio n  tons in  case o f extrem e need. Th is 
w o u ld  a llow  o f a saving o f one-seventh o r even one- 
fo u r th  o f the  coal now  im ported . The o u tp u t o f m any 
o f the  m ore im p o rta n t lig n ite  beds should, in  the  op in ion 
o f the  Commission, be u tilised  on the  spot fo r  generating 
e lectric power. I t  also recommends th a t  the  h y d ro ­
e lectric  system in  the  A lps and Apennines be com pleted 
and th a t  reserve th e rm a l super-centrals he b u ilt  on the 
lines a lready p ro jected , m any o f w h ich  could be equipped 
to  b u rn  I ta lia n  fuels. Experience acquired du rin g  
recent years has m od ified  the  program m e now  being 
g ra d u a lly  carried  o u t fo r  th e  e lec trifica tion  o f the  r a i l ­
ways. W h ile  e lec trifica tion  is p ro fita b le  on m ou n ta in  
lines, on those passing th ro u g h  m any tunnels, and on 
lines c a rry in g  a v e ry  heavy tra ffic , the  use o f coal is more 
economical on lines ru n n in g  th ro u g h  f la t  c o n u try  and 
c a rry in g  an average tra ffic . T h is  consideration is 
gu id ing  the  plans now in  hand, fo r  w h ich  190 m illio n  lire  
are budgeted in  the  ra ilw a y  estimates fo r  1926-27.

I t  should be no ted th a t in  sp ite  o f th e  recent large- 
scale developm ent o f hyd ro -e lec tr ic  p lan ts  the  con­
sum p tion  o f coal tends to  increase fro m  yea r to  year, 
re tu rn in g  to  p re -w ar figures. The fo llow ing  figures show 
im p o rts  o f coal ( in  qu in ta ls ) : —

1923. 1924. 1925.
Ten months

Belgium — 759 46,870
France 414,547 292,325 264,022
Germany 117,281 759,130 51«,236
,, reparations ... 1,479,736 3,650,953 1,418,063

Great B rita in 6,506,676 5,905,489 5,489,916
Jugoslavia 34,791 36,195 49,805
Switzerland ... — — 1,069
U nited States 486,112 537,091 453,531
Other countries 28,126 37,235 332,099

Tota l ... 9,167,269 11,220,775 8,571,611
(Report of the General Fascist Confederation of I ta lia n  
Industries.)

S O C I A L  A N D  L A B O U R  C O N D I T I O N S  
Price Index Numbers, September to December.—

The fo llow ing  are the  price  in de x  num bers com piled b y  
Professor B ach i fo r  th e  las t three m onths o f the  past 
year, together w ith  the  general index num ber based on 
p re va ilin g  prices in  1920 and 1913 respective ly

October. November. December
Vegetable Foodstuffs 138.0 137.5 139.9
Anim a l foodstuffs 134.7 131.6 134.9
Chemical products ... 75.3 75.1 74.6
Textiles 105.0 103.0 100.8
Metals and minerals 79.9 79.6 79.8
B uild ing materials ... 111.3 112.4 110.1
Vegetable products 145.7 146.1 150.7
Miscellaneous 113.6 113.2 113.6
General index based on 1920 114.7 114.0 114.5
General index based on 1913 716.4 711.7 718.8

The Eco Della Stampa, Corso Porta Nuova 24, M ilan, Ita ly  
reads all the da ily and periodical papers of I ta ly  through its 
agency. I t  was founded in  1901, and since th a t year has enjoyed 
the ever-increasing esteem of the public, which is able to  
appreciate its very valuable work Its  service of press cuttings 
w ill be of assistance to  the diplomat, po litic ian, business man, 
artis t, or w rite r in  his studies and work, since he is kept, w ithout 
worry or exertion, in  touch w ith  the intellectual, a rtis tic, lite rary, 
scientific, industria l, commercial and financial movements 
throughout the world at very small cost and in  the fullest manner. 
Terms of subscription w ill be sent on receipt of your card.—Advt.

RUSSIA
P O L I T I C A L  A N D  G E N E R A L

Problems of the Economic Crisis.— The o ffic ia l 
organ o f the  L a b o u r and Defence C ouncil, the  
Elconomitcheskaja J is u , publishes a lead ing a rtic le  w h ich  
handles the  Russian economic crisis w ith  e x tra o rd in a ry  
frankness. A ccord ing  to  th e  a rtic le  in  question, the  
s tra ined  and com plica ted na tu re  o f th e  economic 
s itu a tio n  is c lea rly  in d ica ted  b y  th e  fu r th e r  increase in  
prices, th e  Decem ber in d e x  num ber b o th  in  th e  w ho le ­
sale and re ta il tra d e  show ing a considerable rise. T h is  
las t up w a rd  m ovem ent in  prices, w h ich  invo lves a 
fu r th e r  de fin ite  deprec ia tion  in  the  va lue o f th e  
Tschervonetz, is  due, in  th e  f irs t  place, to  th e  increased 
price of a g ric u ltu ra l products, p a r tic u la r ly  of gra in , the  
price o f w h ich  rose d u rin g  Decem ber even m ore sharp ly  
th a n  in  th e  previous m onths.

The m a in  d iff ic u lty  in  th e  economic p o s itio n  lies in  
th e  unequa l re la tio nsh ip  of in d u s try  to  ag ricu ltu re . A  
su ffic ien t surp lus of g ra in  and a g ric u ltu ra l p roducts  
is ava ilab le , b u t th e y  pene tra te  b u t s lo w ly  in to  th e  
m arke t, on account o f the  shortage of in d u s tr ia l p ro ­
ducts. H ig h  as th e  g ra in  prices are, those of in ­
d u s tria l p roducts are y e t h igher. The balance between 
ag ricu ltu re  and in d u s try  has been upset, resu ltin g  in  a 
series o f d isturbances th ro u g h o u t th e  Russian economy.

I t  canno t be denied, says the  o ffic ia l organ, th a t  
errors have been passed in  re la tio n  to  th e  c red it p o lic y . 
T h is  is p roved  b y  th e  execution o f the  c re d it scheme 
in  the  f irs t qu a rte r o f the  cu rre n t economic year 1925-26. 
I n  s ix  leading banks th e  increase o f funds and cu rre n t 
accounts in  the  course o f th e  f irs t qu a rte r o n ly  am ounted 
to  Rb l.47 .1 m illio n , whereas an increase o f Rbl.244.3 
m illio n  was estim ated fo r  in  th e  c red it scheme. The 
c red it scheme, says th e  a rtic le , has been executed u p  to  
a lm ost 100 per cent, of the  expend itu re , whereas the  
revenue side has o n ly  been w orked  o u t up  to  19 per 
cent. The grave dangers th rea ten ing  in d u s try  ow ing 
to  inadequate supplies o f fue l and in te rru p te d  tra n sp o rt 
are also po in ted  out.

I t  m ay  be concluded fro m  th is  a rtic le  th a t  fo r  th e  
purpose o f overcom ing th e  economic crisis means 
m ust above a ll be fou nd  to  reverse th e  tendency in  the  
m ovem ent of prices fo r  a g ric u ltu ra l products , even a t 
the  expense o f causing d iscon ten t among th e  fa rm ers. 
T h is  question is n a tu ra lly  o f decisive im portance  fo r 
the  developm ent o f Russian exports  and th e  s tab ilisa tion  
o f Russian currency. The best w a y  to  reduce the  price 
of a g ric u ltu ra l p roducts  is to  supp ly  the  v illages w ith  
in d u s tr ia l products. F o r th is  purpose Russian in d u s try  
m ust a t a ll costs be prom oted . As regards currency 
p o licy , severe measures should be take n  to  avo id  the  
danger o f in fla tio n . (Deutsche Allgemeine Zeitung.)

F I N A N C E
Revenue Returns for 1923-24 and 1924-25.— The

Agence Economique et F inanc ière  publishes th e  resu lts 
o f th e  1923-24 and 1924—25 Budgets as regards revenue 
re tu rns. E xp e n d itu re  fo r  1924—25 am ounts to  R b l. 
2,724 m illio n , o f w h ich  2,311 m illio ns  are o rd in a ry  and 
413 m illio n s  e x tra o rd in a ry  expenditu re . U nde r the  
heading o rd in a ry  expend itu re  889.4 m illio ns  represent 
expend itu re  connected w ith  tra n sp o rt, posts and 
telegraphs, and i f  th is  sum  is deducted and th e  decreased 
bu y in g  power o f th e  Tschervonetz is taken  in to  account 
(am oun ting  to  m ore th a n  50 per cent, according to  re ta il 
prices) th e  to ta l expend itu re  th a t  Soviet Russia was 
able to  a ffo rd  fo r  ad m in is tra tio n , defence and the  
sa tis fac tion  o f a ll m a te ria l and m ora l needs am ounted 
in  1924-25 to  scarcely the  sum  o f R b l.600 m il lio n  (p re ­
w ar go ld  standard).

Single copies of Foreign Affairs, an American Quarterly Review, 
may be obtained of all leading booksellers or through the In te r­
national News Company L im ited . 5, Bream’s Buildings, London, 
E.C.4, price 6s. 6d. Annual subscription 26s., post free. -  Advt
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Revenue Returns.

1923-24. 1924-25.
A. Ordinary Revenue. ( In  thousands of roubles). 

I .  Taxes and duties—
1. D irect taxes ... 419,157 567,483
2. Ind irec t taxes ................ 293,472 574,100
3. Duties ... 64,286 111,848

Tota l
I I .  Revenue other than taxes—  

4. Commissariat of roads and

776,915 1,253,431

communications ...
5. Commissariat of Posts and

626,086 890,853

Telegraphs ... 45,746 92,775
6. Forests ... ... ... 55,747 100,649
7. Industry , commerce, banks ... 41,976 109,652
8. Other receipts 40,932 66,792

T ota l of O rdinary Revenue 810,457 1,260,402

Grand to ta l

B. Extraordinary Revenue.

1,587,372 2,543,833

1. Realisation of State Funds...
2. Realisation of foregn money

30,055 21,044

arising from  export 
3. Credit operations (not inc lud­

ing the issue of certificates 
by the Central Paying Office 
of the Commissariat of

32,587

Finance) 183,093 119,880
4. Issues fo r Budget requirements 180,415 80,000

T ota l of E xtraord inary  Revenue 426,150 220,894

Grand Tota l
Issue of Certificates by the Central Pay­

ing Office of the Commissariat of

2,013,522 2,734,727

Finance ... ................ 190,811 128,275

Excise.

Revenue a ris ing  fro m  various Excise du ties  :—
1923-24. 1924-25.

( In  thousands of roubles.) 
62,428 172,491
12,262 49,921
10,757 12,339
28,698 31,560
10,711 69,296
49,593 109,233
13,256 20,090
35,129 76,366
15,173 15,361
16,353 22,254
26,194 44,839
13,369 20,449

231,495 481,083

T R A D E

Foreign Trade Statistics for 1925 .— I n  Russian 
economic quarters i t  is repea ted ly po in ted  o u t th a t  any 
com parison w ith  p re -w ar resu lts in  fo re ign trade  w ith  
those o f recent years is n o t adm issible, because the  
econom ic developm ent of a c o u n try  m ust have reached 
a ce rta in  s tandard  before fo re ign  trade  can begin to  
develop on no rm a l lines. A t  th e  same tim e  i t  is of 
in te res t to  note, says th e  Ham burger Fremdenblatt, th a t  
Russian fo re ign  tra d e  in  the  economic year 1922—23 
represented 11 per cent, o f th e  1913 tu rn o ve r, w h ile  the  
1924—25 resu lt increased to  abou t 24 per cent. I t  is 
representative o f th e  Russian economic s itu a tio n  as a 
whole th a t  fo re ign  trade  is fa r  behind a ll o ther economic 
branches. Nevertheless considerable developm ent has 
take n  place, as shown in  th e  fo llow ing  tab le  ( in  m illio n s  
o f roubles according to  present prices) :—

Economic Year. Exports. Im ports. Balance. Turnover.
1922-23 ............... . 211 187 +  24 398
1923-24 .............. . 523 439 +  84 962
1924-25 .............. . 567 718 —  151 1,285

Calendar year 1925 551.7 736.6 —  184.9 1,228.3

T he to ta l tu rn o v e r has, the re fore , considerably 
increased in  th e  course o f th e  las t th ree economic 
years, and th is  fa c t is  made th e  m ost of in  Russian 
quarters. F ore ign  trade  has, however, increased m uch 
m ore g ra d u a lly  d u rin g  the  past year, and i t  is  no ticeable 
th a t  im p o rts  have grow n m ore ra p id ly  th a n  exports. 
T he  las t qu a rte r o f 1925 shows a m arked  fa llin g  o ff,

bo th  in  exports and im ports . The developm ent of 
fo re ign trade  d u rin g  the  calendar year 1925 gives the 
fo llow ing  resu lt (in  m illio ns  of roubles) :—

Exports. Im ports. Balance.
January 33.6 31.5 + 2.1
February 37.5 45.3 — 7.8
March 32.8 54.9 — 22.1
A p r il. . . 29.7 62.8 — 33.1
May ... 38.5 87.8 — 49.3
June ... 50.7 60.9 — 10.2
J u l y ................ 36.1 66.6 — 30.5
August 51.3 45.7 + 5.6
September ... 69.1 76.3 — 7.2
October 76.0 82.5 — 6.5
November ... 54.0 66.4 — 12.4
December 42.4 55.9 — 13.5

551.7 736.6 — 184.9

This fa ilu re  to  balance between im p o rts  and exp o rts 
d u rin g  1925, so c o n tra ry  to  the  expectations o f the 
Soviet G overnm ent, is un do ub te d ly  due to  the  fa ilu re  
o f the  g ra in  exp o rt scheme. A t  f irs t  the  g ra in  expo rt 
rose fro m  9.7 m illio ns  in  A ugust to  25.9 m illio ns  in  
September and to  30 m illio ns  in  October. Novem ber 
b rough t a decrease to  14.2 m illions , and in  December 
the  g ra in  exp o rt sank to  6 m illions. As a resu lt o f the  
sp lendid harvest, Russia realised o n ly  R b l.85 .8 on the 
to ta l 1925 g ra in  expo rt. D u rin g  th e  economic year 
1924-1925 on ly  Rb l.51 .3 m illio n  w o rth  of g ra in  was 
exported  as against 145.3 m illions  in  the  economic year
1923- 24. T h is  shortage could n o t be made good by  
the  increase of exports in  o the r goods, tho ugh  some 
notab le results were achieved, such as 66 m illio ns  of 
t im b e r as against 63.9 m illio ns  in  1923-24, 62.7 m illions  
o f naph tha products as against 44 m illions , and so on.

The second reason fo r the  fa ilu re  o f the  fo re ign trade  
scheme m ay be found  in  th e  unavo idable necessity of 
im p o rts  in  every d irection . Russian in d u s try  is 
e n tire ly  dependent on the  im p o rt of raw  m ateria ls  and 
sem i-m anufactured goods. Thus in  the  economic year
1924- 25 R b l. 122.2 m illio n  w o rth  of co tton  (as against 
53 m ill,  in  the  previous year), 39.2 m illions  o f w ool, and 
18.6 m illio ns  o f dyestuffs were im ported . In  ad d itio n  
to  these are item s rendered necessary b y  the  incom ple te­
ness o f Russian economic organisation, fo r  instance the 
im p o rts  o f dressed and undressed hides to  the  ex te n t of 
R b l.29 m illio n . D u rin g  the  f irs t  ten  m onths of 1924-25 
43.5 per cent, of the  to ta l im p o rts  fe ll to  raw  m ateria ls  
and sem i-m anufactured goods. The m ost im p o rta n t 
g roup  fo r  th e  g igantic  agrarian  d is tr ic ts  is o f course th a t 
o f fin ished m anufactures. Th is group represented in  
1924-25 29.3 per cent, of th e  to ta l im ports , and included 
in d u s tr ia l machines, ploughs, tra c to rs  and tools. 
A lth o u g h  according to  Russian s ta tis tics  the  im p o rt of 
a g ricu ltu ra l machines has increased five -fo ld  in  1924—25, 
the re  is no a tte m p t to  deny th a t  the  q u a n tity  im p o rte d  
is fa r  behind the  needs of the  popu la tion . A n  astonish­
in g ly  large p ro p o rtio n  o f the  to ta l im p o rts  fe ll to  food­
stuffs and anim als, w ith  27.2 per cent. The im p o rt of 
g ra in  p roducts  alone am ounted in  1924—25 to  77.9 
m illio ns  (as com pared w ith  a g ra in  exp o rt o f 31.3 
m illions). T h is  heavy burden can on ly  be accounted 
fo r  b y  the  fa ilu re  of the  1924 harvest.

I t  is an accepted fa c t in  the  present Russian economy 
th a t  i t  is im possible fo r  in d u s try  to  m a in ta in  even the  
present leve l of o u tp u t unless an e x tra o rd in a ry  am ount 
o f cap ita l is spent on reconstruction. F o r th is  purpose 
an in la n d  reconstruction  loan of R b l.300 m illio n  had 
been decided upon fo r 1925-26, b u t the  d iff ic u lt  
financ ia l s itu a tio n  has caused th is  p lan  to  be in d e fin ite ly  
postponed. The suggested G erm an R .M k.300 m illio n  
c red it fo r  long -te rm  financing o f Russian reconstruction  
is there fore of enhanced im portance. Russian contracts 
to  the  s tipu la ted  am ount are to  be take n  u p  b y  German 
in d u s try , w h ile  a German bank  synd ica te is to  take 
over the  financing o f the  deliveries to  G erm an firm s, 
and the  R e ich is to  p rov ide  the  guarantees. The new 
c red it scheme has been b ro ug h t fo rw a rd  ju s t when the 
B e rlin  Soviet Trade Representative has covered, 
according to  agreement, one-half o f the  c red it taken

1. Spirituous beverages—
Alcohol
W ine
Beer
Liqueurs

2. Sugar
3. Tea and coffee
4. Tobacco
5. S a l t .............................
6. Petrol
7. Textiles
8. Other Excise duties
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up under the  Russo-German T rade Agreem ent. The 
second h a lf is due fo r  cover on F e b ru a ry  28. The 
c red it in  question was fo r  M k.100 m illio n , b u t o n ly  led

to  con tracts am oun ting  to  M k.80 m illio n  and  a o red it on 
the p a rt o f the  Deutsche B an k  o f 52 m illions. The new 
M k.300 m il l,  lo a n  w ill,  however, extend over fo u r years.

S P E C IA L  A R T IC L E S
(Whilst the Editor of ‘ The Econo nie Review ”  weico Ties in these colu nns the expression of all shades of ofinion on matters of economic 

con.rove.sy, he is not necessarily identified wi.h any particular opinion expressed.)

TH E STANDARD OF CURRENCY:
TH E  ROOT PROBLEM FOR TH E PROSPECTIVE 

ECONOMIC W ORLD CONFERENCE.
B y  Dr. Ernst Dick.

(Continued.)

2. H o w  Taxation Affects International Trade.

I n  the  f irs t p a r t  o f m y  essay I  t r ie d  to  show w h y  and 
how  measures to  reduce the  pu b lic  debts d is tu rb  the 
s ta b ility  o f th e  currency and are d e trim en ta l to  the  
exigencies o f in te rn a tio n a l trade . The effect produced 
b y  deb t redem ption  is to  enhance th e  purchasing power 
o f m oney, in  o the r words : de fla tion . I n  th e  present 
p a r t  I  sha ll undertake, in  th e  f irs t  place, to  dem on­
s tra te  how  and w h y  the  ta x a tio n  necessary to  repay 
debts has the  c o n tra ry  effect, fo rc in g  up  prices and so 
d im in ish ing  th e  purchasing pow er o f m oney, w h ich  
means in fla tio n . I f  m y  con ten tion  ho lds good i t  
signifies th a t  the  means em ployed are c o n tra ry  to  the 
end pursued, so th a t  m ig h ty  energies are wasted in  the  
a tte m p t to  achieve the  impossible. W h a t are we to  
th in k  of a p o lic y  th a t  sets o u t on a course w h ich  
necessitates o n ly  such steps as tend  in  the  opposite 
d irec tion , so th a t the  action  and the counter ac tion  
ju s t paralyse each o ther ? There is n o th in g  so ap t 
to  destroy hope and k i l l  en terprise as a sense o f wasted 
e ffo rt, and the re  is no th in g  m ore h u m ilia tin g  fo r 
governm ents th a n  to  have scheme a fte r scheme 
fru s tra te d . The p o lit ic a l tendencies aw ay fro m  
dem ocracy are la rge ly  due to  the  fa ilu re  o f governm ents 
to  be as good as th e ir  w ord , and the  s p ir it  o f Fascism 
w il l  ra p id ly  spread unless sounder, m ore consistent and 
m ore realisable polic ies are inaugura ted. I f  the  
scorners of a  rea l so lu tion  w ou ld  o n ly  consider the  
p ra c tica l resu lts o f th e ir  theories th e y  m ig h t be 
chastened in to  some am ount o f w illingness to  consider 
new suggestions, however strange these m ay a t f irs t 
appear.

A  governm ent w h ich  sets ou t to  pa y  o ff debts is 
forced to  augm ent its  revenue, unless i t  can manage 
to  re trench on its  expenditu re . The la tte r  course, 
w h ich  im plies wage cuts m ore th a n  a n y th in g  else, has 
c lea rly  a de fla tio na ry  effect, seeing th a t  wages and 
salaries are prices ; the  fo rm er course im plies the  
crea tion  o f new taxes o r the  increasing o f ex is ting  ones, 
w h ich  cannot b u t ten d  to  raise prices, seeing th a t taxes 
are prices and an element o f price. Thus the  idea of 
debt redem ption  is proved to  be in h e re n tly  c o n tra ­
d ic to ry .

Prices are composed of a num ber o f elements, such 
as wages, in te rest charges, taxes, w h ich  in  th e ir  tu rn  
m ust also be considered as prices. W hatever enlarges 
an y  one o f these constituen ts w i l l  necessarily increase 
th e  fin a l price. I t  does n o t requ ire  an elaborate 
a rgum ent to  show th a t  the  fo rc in g  u p  o f taxes m ust 
have an  in fla t io n a ry  effect. H ow ever, a ll economists, 
theore tica l and p ra c tica l, seem to  ho ld  the  con tra ry  
op in ion . W h ile  m an ifes tly  benefited b y  in fla tio n , 
business m en are as a ru le  v io le n tly  opposed to  taxa tion . 
A t  th e  present m om ent in  a ll the  countries a fflic ted  w ith  
the  feve r of de b t redem ption there  is fro m  the camp of 
business one chorus o f p ro test against w h a t is called 
th e  exo rb itancy  o f the  taxes. T rade  is poor, and i t  is 
n a tu ra l th a t the  d ra in  o f im posts should be resented. 
B u t the notion that trade would revive i f  taxes were 
eased is  an illus ion . One o f the  E ng lish  c ritics  of m y  
book im agines hav ing  dea lt the  fin a l b low  to  m y  th e o ry  
b y  r id ic u lin g  the  con ten tion  th a t  a reduc tion  o f taxes

w ou ld  ham per business. W e are here discussing the  
means fo r  res to ring  business to  a be tte r s tate o f hea lth  ; 
so i t  is n o t ou t o f place to  exam ine the  question.

M y  argum ent takes its  cue fro m  th e  th e o ry  o f a 
G erm an currency re fo rm er, S ilv io  Gesell, w h ich  is to  
the effect th a t  the  ra is ing  o f the  taxes dim inishes the  
purchasing power o f the  pu b lic  and therefore should be 
used as a means to  cu rb  in fla tio n — and v ice versa. 
T h is  the o ris t, then, w ho prides h im se lf on his heresies, 
holds the  cu rre n t v ie w  th a t h igh  taxes ham per business. 
Y e t a t the  same tim e  he u tte rs  a w a rn ing  th a t Customs 
duties, i.e. in d ire c t taxes, should n o t be inc luded  in  
measures to  influence p rice  th ro u g h  ta x a tio n , because 
the  effect o f ra is ing  the  ta r i f f  w ou ld  be to  raise prices, 
when i t  is desired to  depress them , and vice versa. 
L e t us t r y  to  fa th o m  the  case. Taxes, i t  is  argued, 
cons titu te  an ite m  in  the  cost o f liv in g  and the  cost o f 
p roduc tion . They lessen th e  means o f purchasers, 
w ho are forced to  b u y  th e  less u n t i l  prices have been 
adapted to  th e ir  reduced purchasing power, th a t  is to  
say, reduced. The a rgum ent seems p la u s ib le ; b u t 
the  semblance deceives. I f  in d ire c t ta x a tio n  is ad ­
m itte d  to  produce the  c o n tra ry  effect, the re  is no reason 
w h y  d irec t ta x a tio n  should no t. I t  is w ith  taxes as 
w ith  in te re s t : th e y  are n o t p a id  once o r tw ice  a year, 
b u t every day • th e y  are contained in  every p rice  th a t 
is asked and conceded. I f ,  the re fore, taxes are reduced 
(or increased), an elem ent is sub tracted fro m  (o r added 
to ) every price. M ay  I  be a llow ed to  quote a paragraph 
fro m  m y  own book (p. 182):—

“  We have to look at the m atter not on ly  from  the purchaser’s 
po in t of view, but also from  the po in t of view of the seller. The 
manufacturer of an article may resist the pu ll on prices while he 
lias to  pay fu ll taxes, bu t y ie ld  when his taxes are lessened for 
him  ; he may resist the tem ptation to  raise his prices while taxes 
are moderate, while the raising of his taxes w ill furnish h im  a 
welcome pretext fo r giving the screw a tu rn  upwards. Gesell 
again and again stresses the idea th a t the expectations of the 
business world and the general public are the decisive factor in  the 
movements of prices. W hat expectations does the reduction of 
taxes create ? When prices tend to  fa ll i t  is because the public 
wants them to  fa ll, and is exasperated th a t they refuse to fa ll. 
Now the easing of the tax-levy w il l  p u t i t  in to  every head th a t 
prices ought to  yie ld, th a t the producers and merchants have no 
va lid  grounds fo r resisting. The consuming public w ill no t rush 
out to  spend what they save on the ir taxes ; they w il l  w a it 
u n t il the shopkeeper has surrendered his share in  the general 
bounty. There cannot be the slightest doubt bu t th a t the 
measure, i f  applied in  the circumstances here assumed, must 
produce the contrary effect of the one contemplated. Suppose 
now i t  is applied when prices are tending to  rise : lower taxes 
when Gesell would have them raised. The consuming public are 
opposed to  th is  price movement, and at stra in fo r  some good 
reason fo r resisting i t .  The reduction of taxes w ill furn ish this 
reason : every buyer argues th a t the producer, who has had the 
cost of production reduced fo r h im , has no justifica tion in  fu rthe r 
raising his prices ; he expects th a t the rising movement w ill be 
stopped, and so he defers his purchases, which means a slower 
circulation of his money and a curb on prices.”

I  have ve ry  l i t t le  to  add to  th is . The t r u th  o f the  
con ten tion  is b e a u tifu lly  borne ou t b y  w h a t is happening 
in  F rance these weeks and m onths o f the  financ ia l 
crisis. Successive G overnm ents have added taxes to  
taxes in  order to  stop in fla tio n , w ith  the  resu lt th a t  
in fla tio n  has proceeded a ll the  m ore m e rr ily .

I f  the  decline of prices does embarrass business—  
and the re  is innum erab le  evidence to  prove th is  p o in t 
(see, fo r  instance, th e  pu b lica tions  o f the  League of 
N a tion s ’ L a bo u r Office)— and i f  i t  is tru e  th a t  taxes 
are an element o f p rice  : the re  is no o ther conclusion 
possible b u t th a t  ad d itio n a l taxes w il l  ra th e r benefit 
th a n  damage business, a t least te m p o ra rily . A n d  vice 
versa. M ore generally speaking, i t  m ust be ad m itte d
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th a t the  fluc tua tions  o f taxes always move in  the  same 
d ire c tio n  as the  fluc tu a tion s  o f the  p rice  level.

I t  is  n o t, then, the  am ount o f ta x a tio n  th a t  crushes 
enterprise, b u t m ere ly  th e  w ay in  w h ich  th e  revenue is 
spent. The m oney p a id  o u t in  taxes w ou ld  be re ­
covered in  th e  fo rm  o f be tte r prices i f  the  taxes w ent 
to  the  pa ym en t o f h igher wages and salaries, to  the  
crea tion  o f pu b lic  w orks (no t necessarily w a rs h ip s ); 
b u t i t  cannot be recovered i f  i t  is he ld  up on its  w ay by  
a p o licy  o f debt s ink ing. In  th e  long ru n , to  be sure, 
i t  w il l m ove on and re tu rn  to  th e  producers. B u t  there 
is tim e  lost in  the  process, and tim e  is  m oney. The 
losing o f t im e  a c tu a lly  destroys m oney, because the 
in te rven ing  fa ll o f prices destroys m oney cap ita l and 
in e v ita b ly  leads to  a re s tr ic tio n  o i the  vo lum e o f m oney 
issued.

The effect o f taxes on th e  price  m ovem ent has been 
m is in te rp re ted , because the  counteracting  in fluence of 
o the r measures has been overlooked. T o  me the  
sorriest s igh t o f a ll is  the  con trive rs  o f schemes to  
stab ilise th e  currencies cham pioning th e  o ld  erro r. 
M r. J . M . Keynes advocates the  C ap ita l L e v y  to  check 
in fla t io n  : the  increase of taxa tio n , i.e. prices, w ith  a 
v iew  to  checking th e  rise o f prices. S ilv io  Gesell and 
h is disciples clam oured fo r  a cap ita l le vy  d u rin g  the  
in fla t io n  pe riod  in  G erm any, and a t the  present m om ent 
(December 1925), w hen France is passing th ro u g h  one 
o f her in fla t io n a ry  phases, they again recom m end th e ir  
panacea. B u t p ra c tica l statesmen are in fected w ith  
the  same e rro r, as w itness th e  bung ling  efforts  o f the  
F rench Governm ents a lready m entioned.

M y  th e o ry  says : i t  is im possib le to  overtake in fla tio n  
— b y  w h ich  te rm  I  w ou ld  designate any course m aking 
fo r  th e  ris ing  o f prices, the  deprecia tion o f m oney—  
th ro u g h  the  ra is ing  o f taxes, because h igher taxes in  
themselves con s titu te  a fa c to r o f m oney depreciation. 
A n d  likew ise th e  low ering  of taxes cannot counteract 
the  fa ll of prices and so rem ove the  hand icap on en ter­
prise, because to  low er taxes is to  rem ove one o f the 
m a in  props of the  price  level. I n  th e  f irs t p a r t  of m y  
a rtic le  I  concluded th a t  th e  s tab ilisa tion  o f th e  currencies 
im plies the  s tab ilisa tion  o f the  pu b lic  debts. H ere 
now  we are led to  conclude th a t  i t  also im p lies  the  
s tab ilisa tion  o f the  taxes. O f course th is  is rea lly  
saying th e  same th in g . F o r w h a t cou ld necessitate 
an increase o r a decrease o f the  State’s revenue i f  the  
D e b t is to  be le ft  una lte red ?

E nough has been said, I  should th in k ,  to  m ake i t  
understood th a t  d irec t ta x a tio n  exercises a m ost 
pow erfu l influence on the  economic forces. A n  
economic w o r ld  conference, therefore, cannot ignore 
th is  p rob lem  and ough t to lay  down rules to enforce a  
po licy  m aking fo r  the stab ilisation o f taxes.

I t  is a m a tte r o f fa ir ly  general knowledge th a t  Customs 
duties in fluence in te rn a tio n a l trade . A ga in  and again 
i t  is p a in fu lly  dem onstra ted to  producers and con­
sumers a like  how  th e  action  o f some fore ign governm ent 
m ay encroach upon  th e ir  economic interests. W hen 
th e  so-called M cK enna D uties were restored b y  the  
present B r it is h  G overnm ent, several Swiss industries, 
fo r  exam ple, were disastrously affected. B u t eve ry­
th in g  p ro p e rly  considered there is no rea l difference 
between these in d ire c t taxes and th e  d irec t ones. To 
me th e  p rob lem  of free trade  is merged in  the  a ll- 
in c lud in g  prob lem  o f currency.

Econom ic h is to ry , so fa r  as I  know , records no instance 
o f the  in s titu t io n  o f new p ro te c tive  ta r iffs  except in  
periods of de fla tion  (o f fa llin g  prices). I f  a t the  present 
m om ent one c o u n try  a fte r another a ttem pts to  raise 
its  Customs b a rrie r, i t  is because th e ir  prices have fa llen  
o r are fa lling . There is a curious con tra d ic tion  in vo lve d  
in  th is , one o f those ba ffling  inconsistencies w h ich  
m ake m en seek th e  ev il in  a place where i t  is n o t to  
be found , and ap p ly  remedies th a t can do no lasting  
good. H o w  is i t  th a t  countries w ith  fa llin g  prices are 
threa tened b y  an excess o f im p o rts  ? D o  n o t goods 
ten d  to  go to  those m arkets where prices are h igh  V 
A ssuredly so. The fa ll o f prices, then, enhances prices, 
since we see goods rush  to  the  countries, where prices

go dow n ? Assuredly so. The fa ll o f prices enhances 
the value o f money, b y  w h ich  the  im p o rte r p ro fits  
because the  ra te  o f exchange transla tes a sm aller sum 
as expressed in  the  buye r’s currency in to  a b igger sum 
as expressed in  th e  producer’s currency. T h a t is one 
o f th e  tru th s  w h ich , though  p roved  up  to  the  h ilt ,  
and in  countless instances, is pe rs is ten tly  missed by 
those who ough t least to  miss i t .

H ow ever, the  ra is ing  o f the  Customs duties ac tu a lly  
does resu lt in  w h a t is requ ired : i t  stops the  fa ll of 
prices. B u t i t  is a roundabout m ethod and there fore 
an expensive procedure a ttended by  m any offensive 
com plications. The sooner i t  is discarded, the  better. 
A l l  th a t  is needed to  dispense w ith  i t  is s ta b ility  o f the 
currency, w h ich  qu ite  a u tom a tica lly  includes s ta b ility  
o f th e  balance o f trade  and, concurren tly , in  so fa r  as 
o ther countries preserve a stable currency, s ta b ility  of 
the  rates o f exchange. O f course I  do n o t mean to 
deny th a t  ce rta in  in terests w i l l  keep up  an ag ita tio n  fo r  
p ro te c t io n ; b u t I  am  confident th a t th e y  w il l  be 
defeated.

Some free trade rs  propose to  abolish Customs duties 
e n tire ly  and a t one fe ll swoop. B u t th a t  is madness. 
I t  cannot be done e ither suddenly o r g radua lly . A ltho ug h  
im p o rt du ties were p r im a r ily  in s titu te d  as a fiscal 
measure, i.e. w ith  a view  to  ob ta in ing  governm ent 
revenues, th e  mechanism  w h ich  th e y  have necessitated 
has assumed functions w h ich  cannot now be ignored 
o r stopped, and w h ile  the  mechanism  is needed, there  
is no th in g  to  be gained by  re liev ing  i t  o f the  fu n c tio n  
o f co llecting the  im p o rt ta x , w h ich  is as leg itim a te  as 
any other. In te rn a tio n a l tra d e  re la tions have evo lved 
so as to  adap t themselves to  th e  ex is ting  duties. They 
are forced to  re-adapt themselves co n tin u a lly  as ta r iffs  
change, and th is  re -adap ta tion  is a waste of energies, 
w h ile  the  possible degree o f pe rfection  is never reached. 
Hence w h a t is w anted in  the  in te res t of in te rn a tio n a l 
trade  is ne ithe r the  ab o litio n  n o r th e  reduc tion  of the  
ta r iffs , b u t th e ir  s tab ilisa tion . I f  some industries  
appear to  be less w e ll p ro tected  th a n  others the  re ­
ad jus tm en t o f the  balance w i l l  come abou t in  a ve ry  
sho rt t im e  and m uch m ore n a tu ra lly  th a n  by w ay of 
new legis la tion. The sheltered trades w ill absorb 
ca p ita l and labour fro m  the  exposed ones, w ith  the  
resu lt th a t  p ro fits  and wages are levelled, w h ich  is 
jus tice  and the  last word.

Customs ta r iffs  are a rrive d  a t th ro u g h  treaties between 
the  tra d in g  nations. Such trea ties are grave m atte rs , 
and to  tam pe r w ith  them , w hethe r w it t in g ly  o r u n ­
w itt in g ly ,  is a breach o f fa ith . N o w  I  m a in ta in  th a t 
any a lte ra tio n  o f the  value o f a cu rrency is in  effect 
a  breach of the  Customs treaties. Consider, fo r  instance, 
th e  case o f tw o  countries such as F rance and D enm ark 
d u rin g  the  year 1925. I  suppose the re  is between 
th e m  a tre a ty  regu la ting  the  d u ty  on th e  various 
im p o rts . The F rench currency d u rin g  1925 was 
depreciated b y  some 50 per cent., th e  D anish appreciated 
b y  some 40 per cent. Suppose th a t  the  F rench d u ty  
on D an ish  b u tte r  is fixed  a t tw o  francs a k ilo , a k ilo  
costing 20 francs a t the  beginning o f th e  year, b u t 30 
francs a t the  end o f th e  year. F ro m  one-tenth o f the  
price  th e  d u ty  was thus  reduced to  one-fifteen th o f the  
price. The D anish d u ty  on F rench w ine is fixed , say, 
a t one crow n a bo ttle , a b o ttle  costing five  crowns a t 
th e  beginn ing of the  year and th ree  crowns a t the  end. 
F ro m  o n e -fifth  of th e  p rice  the  d u ty  was thus  increased 
to  on e -th ird  o f the  price. T h a t is how  solemn in te r ­
n a tion a l engagements are kep t when currencies are n o t 
stable. W h a t wonder th a t the  m ora ls of in te rn a tio n a l 
trade  should have degenerated ? W h a t wonder th a t 
confidence should be shattered and the  mechanism  
o f trade  dislocated ? W h a t w ou ld  happen i f  a govern­
m en t presumed to  raise the  d u ty  on im p o rts  b y  some 
60 per cent, w ith o u t f irs t barga in ing fo r  a new con tra c t ? 
W h a t are we to  th in k  of the  husbandry o f a S tate w h ich  
allows its  revenue on an im p o rta n t a rtic le  o f con­
sum p tion  to  dw ind le  b y  some 40 per cent, w ith in  a yea r ? 
T h a t is w h a t happened w ith  the  F rench d u ty  on Danish 
b u tte r in  th e  ladter case, and w ith  the  D anish d u ty  on
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French w ine in  the  fo rm er case, a ll in  consequence of 
in fla tio n  in  France, o f de fla tion  in  D enm ark. Sw itze r­
land, a ne ighbour o f France, has a fa ir ly  s t if f  p ro tec tive  
ta r if f  ; y e t a ll th ro u g h  the  year o f F rench in fla tio n  
the  Swiss shopkeepers in  th e  border loca lities com plained 
lo u d ly  abou t the  unfairness o f the  com petition  -waged 
against them  b y  the  F rench dealers across the  boundary. 
W h a t be tte r p ro o f th a n  th is  th a t  ta r if f  trea ties are 
scraps of paper and ta r if f  ba rrie rs  crazy defences when 
th e  currencies go crazy ?

To a lte r the  ta r if f  rates is an a tta c k  on the  s ta b ility  
o f the  c u rre n c y ; to  le t the  currency depreciate o r 
appreciate is an a tta ck  on the  ta r if f  rates. O f course 
stable ta r if f  rates do n o t suffice to  stab ilise the  currency ; 
b u t th e y  are a necessary con d ition  to  achieve th is  
end. A n d  indeed, when the  idea of s ta b ility  o f m oney 
value has once been grasped in  a ll its  bearings and 
f irm ly  established in  practice , ta r if f  policies w i l l  have 
an end and efforts to  rev ive  the m  w il l  be discredited.

A n  in te rn a tio n a l economic conference cannot evade 
th is  po rtentous issue. I t  w i l l  miss its  purpose i f  i t  
fa ils  to  p ro v id e  an agreement, solem nly pledged b y  a ll 
pa rtic ip an ts , to re f ra in  fro m  any alteration o f the existing 
ta r iffs .

I n  the  last days o f 1923, ju s t w h ile  I  was w r it in g  th is  
essay, the  newspapers repo rted  th a t a ce rta in  am ount 
o f an im o s ity  was afoot in  the  U n ite d  States against 
those countries w h ich  were protecting the ir exports b y  
some system  or o ther. I t  was h in ted  th a t  Am erica  
was prepared fo r  a rubbe r w ar against E ng land. 
O bv ious ly  such a s itu a tio n  presents a prob lem  w h ich  
an economic w o rld  conference should take  up  and solve. 
L e t us see how  i t  resolves itse lf when v iewed under the  
lig h t of m y  th e o ry  o f currency.

M r. H o o ve r’s charge against E ng land  is th a t the  price 
o f ru b b e r o f w h ich  the  U n ite d  States is the  greatest 
consumer, w h ile  E ng land  con tro ls  its  o u tp u t in  a 
m onopo lis tic  w ay, is u n d u ly  raised b y  the  B r it is h  
p o licy  o f lim it in g  the  o u tp u t. I n  o ther words, i t  is 
supposed th a t the  B r it is h  producers o f rub be r are ove r­
p a id  and receive m ore th a n  th e  cost o f p roduc tion  
w ou ld  ju s t ify .  Supposing th is  to  be the  case, the  
consequence m ust be th a t  m ore m oney pours in to  the  
exp o rtin g  c o u n try  th a n  ou t o f i t ,  so th a t m oney m ay 
be expected to  accum ulate in  it .  Th is s tate o f th ings 
cannot endure long, because accum ulations o f m oney 
become a burden and have to  be disbursed and dispersed, 
sooner o r la te r. W hen th is  takes place m ore m oney is 
supplied, and th e  in ev itab le  resu lt is a general rise of 
p r ic e s : the  s tandard  o f currency is upset. R is ing  
prices mean a low er ra te  o f exchange, and th is  in  its  
tu rn  signifies th a t exports  are cheapened, w h ile  im ports  
are rendered m ore expensive. Thus i t  appears th a t the  
n a tu ra l process o f adap ta tion  m ay be counted on to  
restore th e  balance, so th a t  acts o f re ta lia tio n  need n o t 
be resorted to . H ow ever, th e  fa c t th a t  so shrewd and 
fa ir-m inde d  a statesm an as M r. H oove r should be 
roused to  p ro tes t b y  the  in terfe rence o f the  B r it is h  
G overnm ent proves the  unsoundness o f the  action— its  
u ltim a te  f u t i l i t y  being proved  b y  the  resu lts ju s t shown. 
A n  economic conference m ust la y  dow n s tr ic t  rules to  
stop such attem pts.

I  have expressed the  op in ion  th a t  a c o u n try  selling 
above cost of p ro du c tion  price  accum ulates m oney. 
W hen m oney has accum ulated in  a c o u n try  i t  is because 
th is  c o u n try  has made u n fa ir  p ro fits  on its  exports.
I  hope to  pub lish  th is  a rtic le  also in  A m erica  ; b u t I  
w il l n o t s h rin k  fro m  p o in tin g  to  ou r A m erican  friends as 
those th a t  have sinned in  th is  respect. The accum u­
la tio n  o f go ld  in  th e  U n ite d  States be trays the  
e v il deed. I t  w i l l  n o t do to  ob ject th a t the  go ld  
is the  f r u i t  o f t h r i f t  and w isdom . The w ar, 
w h ich  occasioned i t  a ll, m ay  have been fo lly  and 
w ickedness; b u t i t  was a fa ta l ity  also. The peoples 
o f Europe who passed th ro u g h  th e  ordeal should n o t 
have been exp lo ited, and w h a t e xp lo ita tio n  has taken 
place should be atoned fo r as speedily as possible. I  
re fe r th e  reader to  the  chapter o f m y  book w h ich  is 
e n title d  “  The A m erican H o a rd  o f G old .”

The idea th a t has been m ore and m ore in s is ten tly  
impressed upon me as I  th readed the  maze o f the  
currency tangle is th a t  the  currency is the  great a rb ite r 
o f justice . I t  w i l l  v is i t  on the  offender any sin of 
commission o r omission, i t  w i l l  b rin g  wrongs home to  
roost. B u t w h y  should there  be wrongdoing, in ju s t ic e ; 
w h y  depend on the  chastening cure ra th e r th a n  on the  
chance o f p reven tion  ? I t  is possible to  establish a 
system  w h ich  w il l  keep the value of m oney to le rab ly  
stable. M y  a rtic le  is m a in ly  concerned w ith  showing 
w h a t should be avo ided b y  governm ents in  the  in te rest 
o f s ta b ility . To recap itu la te  : (1) A v o id  a ttem p ts  to  
a lte r the  m agnitude o f the  pu b lic  debt ; (2) avo id
a ttem p ts  to  a lte r the  n a tion a l revenue in  its  re la tio n  
to  expend itu re  ; (3) avo id  a ttem p ts  to  a lte r the  degree 
o f fiscal p ro tec tion  afforded to  th e  various industries. 
I  have tr ie d  to  exp la in  the  interdependence between 
these factors and th e  currency. Indeed, th e y  are so 
closely re la ted th a t  th e y  should be considered as one 
and th e  same th in g , on ly  viewed under v a ry in g  aspects. 
S tab ilisa tion  cannot be confined to  one o r the  o ther, 
as those stabilisers o f currencies w ho have had a hearing 
so fa r  believe, b u t m ust be extended to  every phenomenon 
bearing on price. Such a ll-ro u n d  s ta b ility  w i l l  g re a tly  
na rrow  the fie ld  o f po litics . I t  w il l n o t na rrow  the  
fie ld  o f hum an endeavour, tho ugh  i t  cannot fa il to  
re lieve m an k in d  o f m uch th a t  we have come to  resent 
as its  m ore sord id  cares. I  there fore w ill stress once 
m ore th e  op in ion th a t an economic w o rld  conference 
can have no o ther task  to  fu lf i l  th a n  th e  devis ing of 
the  best .ways and means fo r  enabling the  na tions o f the  
w o rld  to  secure a t long leng th  the  great boon o f s ta b ility .

NEW  TRADING* M ETHOD.*
(Continued.)

“  W e have,”  Rosenstein says fu r th e r , “  m any examples 
o f th is  d a ily  tra d e  practice  w h ich  a b u n d a n tly  il lu s ­
tra te  the  crooked cha in o f p roduc ing  goods. V e ry  
o ften  we meet w ith  cases o f goods on the  w ay fro m  the 
tru s t  to  the  wholesale m erchan t going th ro u g h  tw o  and 
m ore hands (e.g. co-operative society, bank, etc.), 
w h ich  adds to  the  price  o f th e  goods b y  7 per cent. The 
consignm ent of co tton  goods w ith  o ther fabrics th a t  are 
less in  dem and—-a t i l in g  th a t  has long been practised—- 
has now  taken, in  connection w ith  th e  great la ck  of 
m anufactu red  goods, a s t i l l  sharper tu rn , and appears 
to  us to  be a fa c to r in  th ro t t l in g  p r iv a te  in it ia t iv e . Th is 
overload ing o f . goods received b y  th e  trade rs  under 
com pulsion causes the m  to  sell th e  goods a t a loss, w h ich  
sometimes am ounts to  50 per cent, o f the  cost price, 
and th e y  have to  p u t th is  loss on to  th e  price  o f th e ir  
co tto n  goods.

“  The m ost s tr ik in g  case in  the  above prac tice  h a p ­
pened a few  days ago w hen one o f the  b ig  tru s ts  com ­
pelled a tra d e r when de live ring  th e  goods th ro u g h  a 
bank  to  accept th e ir  customers’ pro tested b ills  fo r  4,000 
roubles on each waggon-load o f m anufactu red  goods, 
and the  tra d e r in  question was made to  pay up  the  fu l l  
am oun t in  roubles in  sp ite  o f th e  overload ing o f the  
deal in  th is  way. Nevertheless, a d isgraceful act lik e  
th a t  being insisted on, i t  is ca rried  ou t to  the  le tte r, and 
in  fa c t fo rm s a h idden increase in  price  to  the  custom er 
o f 13 per cen t.”

“  I t  is n o t to  be wondered a t, there fore, th a t  the  prices 
of co tton  goods charged b y  th e  sm a ll wholesalers on th e  
p r iv a te  m a rke t are dearer th a n  the  price lis ts  b y  fro m  
20 to  30 per cent., and th a t  ca p ita l decides to  take  p a r t  
in  th e  exchange o f goods w ith  the  greatest cau tion  
ow ing  to  the  danger i t  in vo lves.”

The same Rosenstein, in  an in te rv ie w  p r in te d  in  
Economicheskaya J iz n  (Economic L ife )  fo r  J u ly  5, again 
confirm s “  th a t th e  d ire c t connection o f S tate in d u s try  
w ith  p r iv a te  tra d in g  cap ita l is  be ing arranged ve ry  
s lo w ly ,”  and “  th a t  th e  process o f the  in tro d u c tio n  of 
p r iv a te  ca p ita l in to  th e  tra d e  tu rn o v e r is also p ro ­
ceeding s lo w ly .”

*  Reproduced from  The Russian Economic Miscellany, Vol. 
IV . (Prague 1926), edited by Prof. S. Procopovicz.
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The President of the  Moscow M u tu a l C red it C om pany, 
Chegodayeff, also speaks in  th e  issue of Econom. J iz n  
o f J u ly  25 o f the  con tinued  refusa l of State in d u s try  
to  deal d irec t w ith  p r iv a te  cap ita l.

The m a tte r o f th e  ta x a tio n  of p r iv a te  tra d e  is in  no 
b e tte r position , an d  observation shows th a t  i t  is ra th e r in  
a worse state. F o r instance, in  No. 117 of Econom. 
J iz n , da ted M ay 24, 1925, we find  the  fo llow ing  sum m ary 
o f loca l reports  on the  pos ition  o f th is  question :—

“  I t  tu rn s  o u t th a t,  as the  am oun t o f the  taxes has not 
y e t been gone in to , the  num ber of p r iv a te  firm s 
continues to  decrease ; and th e  num ber of p e rm its  taken 
o u t in  the  several tow ns fo r  the  ha lf-yea r A p r i l  to  
O ctober 1925 has d im in ished ve ry  considerably.

“  Loca l ta x a tio n  organs, and especially the  Com m unist 
P rov inc ia l D epartm ents, have raised th e  taxes o f p r iv a te  
trade rs  considerab ly under a ll the  heads of ta xa tio n .

“  The re n t fo r  h ire  o f business premises has increased 
b y  150 and 300 per cent., and m ore especially fo r  re ta il 
traders in  p e tty  goods o f Category I I . ,  bakers, po rk  
butchers, and others. The G overnm ent E duca tion  
A u th o r ity  has also p layed no sm all p a r t in  the  exodus 
o f the  trade rs  fro m  the  m arke t : according to  corre­
spondence fro m  Penza the  ra is ing  of the  o rig in a l (basic) 
price o f educating the  tradesm en’s ch ild ren , p lus the  
in tro d u c tio n  of th e  100 per cent, increase fo r  the  add i­
t io n a l paym en t fo r  the  education o f th e ir  ch ild ren  in  the  
secondary schools, is un do ub te d ly  beyond th e ir  means. 
W r it in g  fro m  Gom m el, we are to ld  th a t  tradesm en are 
w a itin g  fo r  the  rem ova l o f th e ir  w o rs t d iff ic u lty , 
v iz . the  n o n -in tro d u c tio n  of ins truc tions  as to  how  m uch 
th e y  are expected to  p a y  in  ta x a tio n  in  one o r o ther q u a r­
te r,and the  regu la tion  o f the  a rb itra ry  w ay of charging pen­
alties, w h ich  so o ften  upsets a ll the  calcula tions o f the  
p e tty  shopkeepers. I n  the  same correspondence one comes 
across a concrete account o f ac tua l cases o f th e  im p os itio n  
o f fines, w h ich  one regrets to  say is e v id e n tly  true . 
F u rth e r, th ird ,  fo u rth , and f i f th  correspondents b ring  
fo rw a rd  fu r th e r  concrete examples o f w h a t can on ly  be 
described as to p s y -tu rv y  local rates.”

I n  p a rtic u la r, in  th e  sphere o f ren ts charged fo r 
premises occupied b y  p r iva te  traders, the  po s ition  is 
characterised b y  the  fo llow ing  facts supplied b y  the  
Council of the  Exchange T rade Congress, w h ich  we take  
fro m  Econom. J iz n  o f June 3, 1925 :—

“  A ccord ing to  in fo rm a tio n  received to  date fro m  the  
C ouncil of the  T rade Congress, the rent amounts on an  
average to h a lf o f a l l the charges fo r  taxation. I n  m any 
places th e  re n t charges reach the  am ount of the  indus­
t r ia l and incom e taxes.

“  I n  com parison w ith  the  cost o f the  pa ten t tra d in g  
r ig h ts  the  ren t also represents a considerable a m o u n t; 
fo r  instance, in  P o lta va  the  re n t o f p r iv a te  premises 
exceeds the  cost of the  p e rm it b y  fo u r tim es. Compared 
to  the  ne t incom e the ren t charges v a ry  fro m  14 to  40 
per cent. The trade  in  m anufactured and p e tty  goods 
a tta ins  the  h ighest percentage com pared to  th e  net 
p ro fit . ”

S tr ik in g  examples o f th e  burden of re n t fo r  p r iva te  
trade rs  can be m et w ith  also in  the  correspondence 
under “  R e n t charges of p r iv a te  trade rs  ”  p r in te d  in  
Econom. J iz n  o f September 22.

F in a lly  we can show th a t  m a tte rs  have n o t changed 
a t a ll as regards p r iv a te  tra d in g  in  the  sphere of so- 
called a d m in is tra tive  pressure fro m  the tim e  o f the  
p u b lica tio n  o f “  th e  new trade  m ethod.”  So m uch w ill 
be gathered fro m  th e  in fo rm a tio n  g iven below em anating 
fro m  local d is tr ic ts  represented a t the  Conference of 
T rade Exchanges he ld  on M ay 18 (see Econom. J iz n  
M ay  20, 1925). I t  is in te resting  also fro m  the  p o in t of 
v iew  o f the  general characteristics o f the  p o s itio n  of 
p r iv a te  trade  fo r  the  e ight or nine m onths since “  the  
new m ethod o f tra d in g  ”  was adopted. N o tin g  a certa in  
b u t in s ign ifican t liveliness o f p r iv a te  trade  in  ce rta in  
d is tr ic ts , th e  representatives o f the  loca l exchanges 
p ra c tic a lly  unan im ously p o in t to  the  absence o f changes 
in  th e  conditions o f w o rk ing  i t .  F o r instance, the  
representative o f the  H a rk o ff Exchange gave the 
in fo rm a tio n  th a t  “  I n  H a rk o ff up  to  now one can observe

the  absence o f the  necessary confidence on th e  p a r t  of 
p r iv a te  trade rs  to  the  new course in  commerce, and 
th e y  s t i l l  keep to  th e ir  w a itin g  po licy . I n  the d iffe rent 
localities the pressure brought to bear on the priva te  trader 
is  conducted on the fo rm er system, and he is  s t i l l  com­
pelled to hide underground. (Ita lic sa s  in  Econom. J iz n .)

The representative of the  Odessa Exchange notes 
th a t  “  th e  new m ethod o f tra d in g  has n o t y e t been 
exp la ined suffic ien tly . The ta x a tio n  and c re d it systems 
o f p r iv a te  tra d in g  have n o t ye t been regulated.”  The 
representative o f the  K ie ff  Exchange says th a t  “  on 
look ing  in to  p r iv a te  tra d in g  b y  the  K ie ff  Exchange i t  
was shown that an am elioration o f the position of private  
trade cannot be noted.”  I n  the  p rov ince o f R iazan, 
again, according to  th e  representa tive  of the  R iazan 
Exchange, “  an in flu x  of p r iv a te  tra d in g  and exchange 
o f goods is n o t noticeable.”  On the  co n tra ry , w ha t 
can be noticed is the d im in ished number of p r iv a te  
trade rs , m ore especially on the  m arke t. W h a t p rom pts  
th is  lessening tra d e  is ch ie fly  the  weak bu y in g  capacity 
o f the  peasant popu la tion  and the  m ethods adopted by 
the  financ ia l inspectors.”  M oreover, in  the  p rov ince of 
V ologda “  the new method o f trad ing  has had no effect 
whatever on the position o f private trade ;  in  the local 
districts o f the province a ll p riva te  trad ing has been done 
away w ith , and no other trad ing apparatus has taken its  
place. The p o lic y  of the  p ro v in c ia l financ ia l departm ent 
continues as before to  be unsteady. A s regards the  
organ isation of c red it fo r  p r iv a te  tra d in g  no steps have 
been taken  as y e t.”  “  There has been no change e ither 
as regards p r iv a te  tra d in g  in  the  p rov ince  o f Smolensk.”  
“  The s itu a tio n  w ith  regard to  ta x a tio n  in  th e  p rov ince 
o f R osto ff-on-the-D on, according to  th e ir  exchange 
representative, has scarcely changed at a ll, in  sp ite  o f 
the  ‘ new m ethod o f tra d in g .’ ”  “  So fa r  as trade
ac tiv itie s  in  T urkestan  are concerned, the  p o s itio n  of 
priva te  trade has scarcely changed, and trad ing methods 
rem ain as before."

A t  the  Conference no m en tion  was made o f any 
serious am e lio ra tion  o f conditions o f the  w o rk in g  of 
p r iv a te  cap ita l in  trade . U nde r such cond itions i t  is 
n o t to  be wondered a t th a t the  p a rtic ip a tio n  o f p r iva te  
cap ita l in  tra d e  fo r  the  pe riod  under observation s t i l l  
lingers, even tho ugh  i t  has s lig h tly  increased when 
com pared w ith  the  economic year 1923-24. As 
fu r th e r  con firm a tio n  o f th is  we can b rin g  fo rw a rd  figures 
in  a d d itio n  to  the  specific in fo rm a tio n  supplied as 
above b y  the  loca l d is tric ts . Thus, in  th e  synd ica ted 
co tton  in d u s try , the  share take n  b y  p r iv a te  cap ita l 
in  th e  rea lisa tion  o f produce d u rin g  1923-24 fe ll fro m  
30 to  35 per cent, to  3 to  5 per cent. ; in  th e  f irs t  ha lf 
o f the  economic year 1924-25 its  p a rtic ip a tio n  
was as.follows (see Econom. O bozrinit, (The Economic 
Review), M ay and A u g u s t 1925) :—

Per cent. Per cent.
October ... ... 2.4 March ... 1.7
November... ... 1-3 April ... 1.6
December ... 1.8 May ... 3.4
January ... ... 1.5 June ... 1.4
February ... ... 0.9

The share of p r iv a te  cap ita l in  the  tu rn o v e r o f the
Moscow T rade Exchange d u rin g  1923-24 fe ll, in  respect
o f purchases, fro m  20 per cent, in  O ctober 1923 to
6.7 per cent, in  September 1924 ; and in respect of
sales, fro m  12.2 per cent, to 6.6 per cent. D u r in g  the
year 1924-25 its  share was as fo llows ( ib id ., Septem ber
1925) :—

Purchases. Sales.
Per cent. Per cent.

1924 October ... 4.5 3.2
November 6.0 3.5
December 4.5 4.2

1925 January ... 5.0 3.4
February 5.8 3.8
March 8.0 4.9
April 7.3 3.3
May 10.7 4.2
June 7.5 4.5
July .............. 5.3 2.8
August ... 6.9 4.5
September 5.3 2.8

The po s ition  is s lig h tly b e tte r on the P ro v in c ia l
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Exchanges. Thus, the  share o f p r iv a te  cap ita l in  the 
tu rn o v e r o f 70 P ro v in c ia l Exchanges w orks ou t as 
fo llow s (ib id .) :—

1923 October ...

Purchases. 
Per cent. 

... 17.3

Sales. 
Per cent. 

13.5
1924 September 7.3 6.3

1924-25 October 7.5 4.9
November 8.1 5 .6
December 7.7 5.3
January ... 9.1 5 .0
February 9 .3 5.2
March ... 10.7 5.2
A p ril 10.7 4 .5
May 12.8 5.1
June ... 12.6 4.2
J u ly ... 11.7 4.4
August ... ... 11.1 4.7

B u t here also the  fa ll in  1923-24 in  purchases is only- 
reckoned less th a n  one-half, w h ile  in  sales th e  whole 
am oun t is reckoned.

W h a t was th e  resu lt o f b r in g in g  in to  being o n ly  a 
p a r t  o f th e  program m e in it ia te d  b y  the  a u tum n  decision ? 
b y  the  brake p u t on c re d it to  be issued to  th e  co­
opera tive  societies and th e  S tate tra d in g  organisations 
w ith o u t accom plishing the  o ther p a r t  o f the  same 
program m e, v iz . th e  increasing o f th e  means o f the  
co-operatives b y  th e ir  ow n e ffo rts  and th e  a ttra c tio n  
o f p r iv a te  ca p ita l 1 The resu lt was w h a t th e  Soviet 
Press calls “  an over-pressure on the  cap ita l o f the  
c o u n try  fo r  the  p ro d u c tio n  o f goods,”  and in  p a rtic u la r 
financ ia l d ifficu ltie s  fo r  th e  co-operative societies and 
th e  State tra d in g  organisations, w h ich  made th e  no rm a l 
progress o f goods to  th e  consumer im possib le, w h ich  is 
so necessary in  a pe riod  o f w iden ing  p ro d u c tio n  and 
in d u s try . These d ifficu ltie s  were m ost in  evidence th is  
spring. W e append he rew ith  w h a t the  E d ito r  o f 
Econotn. J iz n , K ru m in , w ro te  in  M arch 1925 in  
connection w ith  th e  practice  o f c u tt in g  dow n cred its fo r  
the  co-operative societies and the  S tate tra d in g  organisa­
tions  :—

“  A t  an y  ra te  we have u n do ub te d ly  secured one of 
ou r aims b y  the  adop tion  o f th is  m ethod, v iz . to  ensure 
the fu r th e r  developm ent o f produce and in d u s try  on 
the  financ ia l side. B u t a t present i t  canno t be denied 
th a t  the  in tro d u c tio n  o f the  a u tum n  decisions has been 
one-sided, and i t  has resu lted in  ‘ the  over-pressure on 
the  canals o f the  c o u n try  fo r  th e  p ro d u c tio n  o f goods.’ 
T h is  one-sidedness has appeared as the  resu lt of the  
non -p roduc tion  o f th e  second h a lf o f the  program m e, 
i.e. the  a ttra c tio n  o f p r iv a te  cap ita l in  a large measure 
to  finance p ro d u c tio n  and in d u s try .”  (See the  a rtic le  
in  Ecohom. Obozrenie fo r  M arch 1925 a lready quoted.)

As we have seen above, in  a v e ry  sho rt tim e  increased 
cred its had  to  be supplied to  the  co-operatives and State 
commerce ow ing to  th e ir  d iff ic u lt  financ ia l position . 
Thus even th e  f irs t  p a r t  o f the  scheme m entioned b y  
K ru m in  tu rned  o u t no t to  have been a tta ined  in  the 
end, and the  au tho ritie s  were le ft  to  face the  same 
unsolved p rob lem  w h ich  con fron ted  th e m  a t the  end 
o f th e  year 1924.

A s a resu lt a tte n tio n  was again d irec ted  to  the  
accom plishm ent o f th e  second h a lf o f the  scheme 
d u rin g  the  spring  of th is  year. A t  th e  p a r ty  conference- 
o f th e  A ll-R uss ian  Congress o f Soviets he ld  in  A p r i l  and 
M ay  m uch tim e  was a llo tte d  to  the  so lu tion  o f th is  
question. M ost a tte n tio n  w-as g iven to  th a t p a r t of 
the  program m e dealing w ith  th e  a ttra c tin g  of p r iva te  
cap ita l, fo r  the  reason th a t, as exp la ined before, there 
was v e ry  l i t t le  hope o f the  co-operative societies being 
in  a pos ition  to  f in d  cap ita l themselves (i.e. th rou gh  
deposits pa id  in  by th e ir  co-operative members loca lly).

H ow ever, no th in g  new in  p rinc ip le  as to  ob ta in ing  
p r iv a te  cap ita l resu lted  fro m  these discussions; i t  
wa.s m ere ly  decided th a t a ll the  measures prev ious ly  
resolved on m ust be p u t in to  opera tion. B u t th a t in  
fa c t no rea l progress in  the  m a tte r was made a fte r these 
debates in  the  spring  is ev ident, ju d g in g  b y  the  figures 
and facts quoted above dealing w ith  the m onths of 
J u ly  and occasionally September.

So fa r as the prospects in  v iew  in  th is  m a tte r are

concerned, the  re levan t question can be asked, Is  there 
an y  cap ita l to  be a ttra c te d  ? Is  the re  cap ita l to  be 
found  w h ich  could be b rough t in  to  an y  large ex te n t ? 
W e do n o t fin d  th a t  the re  is any u n a n im ity  in  Soviet 
circles abou t th is , b u t one notices a d is tin c t ly  sceptical 
op in ion  abou t i t  am ong the  m a jo r ity  ; and th is  p o in t 
o f v iew  is e v id e n tly  nearer to  the  t ru th .  The accum u­
la tio n  o f p r iv a te  ca p ita l even in  the  f irs t  years since 
the  New  Econom ic P o licy  was in tro du ced  was sm all 
enough, and a fte r the  pressure b ro ug h t to  bear on i t  
in  th e  economic year 1923-24 the re  is grave reason to  
do ub t i f  m uch o f the  savings rem ains. A t  any ra te  
th e  p ic tu re  o f the  ru in  of p r iv a te  commerce in  1923-24 
g iven us in  the  m a te ria l published in  Econotn. J iz n  
tends o n ly  to  s trengthen scepticism  in  th is  connection .*

Consequently the  p rob lem  presents itse lf, n o t so 
m uch how  best to  m ake use o f the  p r iv a te  cap ita l to  
hand, but rather how to stimulate the accum ulation of 
p riva te  cap ita l afresh. B u t  th is , o f course, is a ve ry  
com plica ted prob lem , and one th a t  goes to  the  ro o t 
o f the  S oviet’s economic and ju r id ic a l bases.

To settle i t  sa tis fa c to rily  i t  w i l l  n o t be su ffic ien t to  
lig h te n  th e  conditions o f the  de live ry  o f goods to  p r iv a te  
persons, as w e ll as the  d im in u tio n  o f ta xa tio n . I n  fa c t 
these measures are n o t enough fo r  e ithe r th e  use o r the  
a ttra c tio n  o f the slender p r iv a te  cap ita l to  hand in to  
tra d e  channels.

B u t to  induce p r iv a te  cap ita l in to  trade  one m ust 
presuppose the  a b o lit io n  o f th a t  fee ling o f unsafety 
a ris ing  fro m  the  d e p riva tio n  o f a ll r ig h ts  and the  
com plete dependence on a d m in is tra tive  lawlessness—- 
a feeling w h ich  has been g re a tly  strengthened in  the  
m in d  o f every p r iv a te  in d u s tr ia lis t as a resu lt o f his 
experience o f the  pressure exercised on p riv a te  trade.

To enable th is  fee ling to  disappear, f irm  and well- 
defined and legal conditions fo r  the  existence o f p r iv a te  
cap ita l should be fram ed , founded on th e  acknow ledg­
m en t o f the  im portance  o f its  economic functions. 
T h is  sim ple and obvious so lu tion , b u t considered m ost 
re v o lu tio n a ry  fro m  the  p o in t of v iew  o f “  those a t 
present in  a u th o r ity ,”  was as a m a tte r o f fa c t b ro ug h t 
fo rw a rd  on m ore tha n  one occasion d u rin g  las t year 
( i t  is tru e  in  a som ewhat s u rre p tit io u s  w ay) b y  several 
offic ia l Soviet representatives w ho deal w ith  trade . 
F o r instance, in  an in te rv ie w  w ith  a reporte r o f Econotn. 
J iz n  on M arch 8 a m em ber o f the  B oa rd  o f the  U ra l 
M eta l Syndicate, G ulayeff, rem arked as fo llow s in  
connection w ith  the  question o f the  in tro d u c tio n  of 
p r iv a te  cap ita l in to  the  m eta l in d u s try : “  I n  order to  
get p r iv a te  cap ita l in troduced  in  th e  m eta l in d u s try  i t  
is abso lu te ly  necessary to  have the ta x a tio n  o f the 
sm all dealers regulated on a p rope r basis. A t  the  same 
tim e  i t  w i l l  be necessary to  arrange fo r  a general State 
line  o f the  m u tu a l cond itions between State in d u s try  
and State tra d in g  on the  one side and the  p r iv a te  tra d e r 
on the  other, and i t  is on ly  b y  keeping these basic 
cond itions in  v ie w  th a t  one can secure th e  in tro d u c tio n  
o f th e  p r iv a te  tra d e r to  the  m e ta l trade , and thus 
guarantee to  the  m e ta l in d u s try  the  poss ib ility  o f ra p id  
de live ry  o f m etals to  th e  consum er.”

Analogous to  th is  we f in d  th e  fo llow ing  pronouncem ent 
abou t “  C redit fo r  p r iv a te  undertak ings ”  in  an a rtic le  
b y  A . B lu m  in  Econotn. J iz n  o f June 7, 1925, 
th a t am ong th e  measures “  fo r  m ob ilis ing  p r iv a te  cap ita l 
— the  f irs t  place is, v e ry  n a tu ra lly , take n  b y  the  general 
im p rovem ent of the  social and legal status o f the  p r iv a te  
tra d e r. I t  cart be said, fu r th e r ,  th a t  w ith o u t such 
im provem ent, and th e  in tro d u c tio n  of legal m ethods 
in to  s tr ic t  lim its — i f  o n ly  in  the  m a tte r o f ta x a tio n  of 
p r iv a te  cap ita l— th e  whole p rob lem  of th e  organ isation 
o f c re d it fo r  p r iv a te  enterprises can o n ly  be looked upon 
as u top ian .”

* Cf. fo r instance the in terview  given by the Chairman of the 
Board of the Moscow M utua l Credit Society, Cliegodayeff, in  
No. 47 of Kconom. Jizn, 1925. The Soviet of the Trade E x ­
change Congress also refers to  i t  pessimistically, and comes to 
the conclusion th a t in  the near fu tu re  no hope can be held out 
of the in flux  of private capita l to  any great extent. (Econotn. 
Jizn. May 19, 1925.)
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The necessity fo r  la y in g  dow n a law  to  enable p riva te  
cap ita l to  have a stab le sta tus has also been emphasised 
in  lead ing artic les in  th e  o ffic ia l Econom. J izn .

F o r instance, in  the  leading a rtic le  o f F e b ru a ry  20 
under th e  heading “  R ealism  and S ta b ility  in  Trade 
P o licy  we read : “  The whole p o in t is to  establish a ll 
over fo r  a long period— some de fin ite  line  o f conduct 
on th e  p a r t  o f the  State and local o ffic ia l organs in  
th e ir  dealings w ith  p r iv a te  cap ita l. I t  is h igh  tim e  to  
cease sw inging fro m  one extrem e to  the  other. The 
p r in c ip a l problem now is  realism  and s tab ility . H e s ita tio n  
in  the  in tro d u c tio n  o f a fundam enta l line  o f ac tion  of 
ou r trade  po licy  o n ly  tends tow ards a w a itin g  a tt itu d e  
on the  p a r t  o f p r iv a te  cap ita l and prevents its  com ing 
to  a k in e tic  s ta te .”  *

F in a lly  we come to  the  speeches o f several o f the  
Soviet leaders a t th e  las t p a r ty  conference (held in  
A p r il) ,  a t w h ich  suggestions were made b y  th e m  as to  
the  necessity o f in tro d u c in g  m ore le g a lity  in  th e ir  
dealings w ith  p r iv a te  cap ita l (e.g. the  re p o rt o f R ic k o ff’s 
speech in  Pravda  o f A p r i l 30).

N o w  to  w h a t ex te n t can one coun t on th is  stab le line  
fo r  trade  p o licy  being in troduced  and a stable and legal 
sta tus being g ranted to  p r iv a te  tra d in g  cap ita l ? F o r 
there is am ple scope fo r  scepticism  in  th is  also. I n  th is  
question o f p r iv a te  tra d e  and p r iv a te  cap ita l one has 
in  m in ia tu re  the  card ina l p rob lem  and the  con trad ic tions 
o f th e  N ew  Econom ic P o licy , i.e. th e  psychologcial 
and p o lit ic a l im p o ss ib ility  fo r  th e  Soviet au thorities  to  
ta ke  a stab le line  in  the  in tro d u c tio n  of several fun da ­
m enta ls o f “  bourgeois ”  economic conditions and legal 
s tand ing— the  necessary in tro d u c tio n , w h ich  is d ic ta ted  
b y  considerations fo r  the  economic re v iv a l o f the  
cou n try . A lre ad y  the re  is no la ck  of sym ptom s p o in tin g  
to  the  fa c t th a t  in  th is  question o f p r iv a te  cap ita l fo r 
trade  fu r th e r  doubts and shu ffling  are im pend ing .

Judg ing  fro m  several in te rv iew s w ith  leading members 
o f th e  S tate tra d in g  syndicates and trus ts , w h ich  were 
published in  Econom. J iz n  d u rin g  the  year, we see th a t 
in  th e  m a jo r ity  o f cases these persons do n o t look  on 
th e  increase o f s treng th  o f p r iv a te  cap ita l in  the  m a tte r 
o f th e  o u tp u t o f th e ir  p roducts w ith  benevolent eyes, 
and do n o t expect m uch to  come o f it .  f  A n d  i f  there 
are Soviet representatives who ins is t on “  th e  over­
ta x a tio n  o f p r iv a te  tra d in g  cap ita l,”  the re  are also 
others (and m any o f them ) w ho look  on th is  m a tte r 
as e v id e n tly  a passing phase, as a necessary ev il, w h ich  
can on ly  be countenanced w ith in  specified na rrow  lim its —  
and the re  are also, i t  appears, groups (no t on ly  in  the  
centre b u t also in  local d is tr ic ts ) who th in k  i t  e n tire ly  
unnecessary to  m ake an y  change w hatever in  the  
p o licy  to  be adopted in  dealing w ith  p r iv a te  trade. 
Thus, in  a leading a rtic le  in  Econom. J iz n  o f M ay  24, 
i t  is po in te d  o u t th a t  “  we regre t to  note th a t  even in  
th e  centre n o t everyone has grasped the  fa c t th a t  i t  is 
no longer possible to  go in  fo r  th e  previous m ethod of 
a d m in is tra tive  pressure. ’ ’

I t  is w o rth y  o f note th a t  even so m oderate a Soviet 
leader as K am eneff, in  m en tion ing  th is  question, 
adopts a tone g iv in g  l i t t le  encouragement, to  p r iv a te  
cap ita l. Take, fo r  instance, the  fo llow ing  e x tra c t fro m  his 
speech in  a fu l l  quorum  of the  Moscow Soviet. (see 
Econom. J iz n , No. 58, dated M arch I I ) .  Kam eneff 
thus fo rm u la ted  h is pos ition  to  p r iv a te  tra d in g  and 
the  co-operative socie ties: “  W e m ust continue the
developm ent o f the  co-operatives b y  squeezing ou t 
p r iv a te  cap ita l o n ly  up  to  th e  measure o f s treng then­
in g  co-operative societies.”  H is  speech goes on to  
speak o f the  squeezing out of p r iv a te  cap ita l, b u t w ith  
ne prov iso  th a t  th is  process o f pressure shou ld  be 

ca ir ie d  on pa ra lle l w ith  the  streng then ing o f the  
co-operative organisations. Such a prospect is scarcely 
* ® y.to  g ive ! the  p r iv a te  tra d e r a feeling o f p a rtic u la r 

s a i l t y  o r to  he lp  on the  flow  o f any p r iv a te  means

No 54 of l eadinf? artic le  “  Cannot we get on w ithou t ? ”  in
• ’  me Jiconom. J izn .

t  Vide Econom. J izn , Nos. 50, 52, 54, 1925.

he m ay have in to  trade , o r to  th e  saving o f m oney 
fo r  new cap ita l J

I t  is characteris tic  th a t  even Econom. J iz n , w h ich  in  
th e  spring  advised an im provem ent in  th e  cond itions fo r 
the  w o rk  o f th e  p r iv a te  tra d e r, and fo r  th e  in tro d u c tio n  
o f no rm a l conditions o f cap ita l, fou nd  i t  necessary in  the  
sum m er, ju s t when p riv a te  cap ita l commenced to  
fun c tio n , to  g ive a w a rn ing  against too  lib e ra l a po licy  
tow ards p r iv a te  cap ita l, w h ich— in  v iew  o f th e  trade  
fam ine— appears as an unwelcom e com p e tito r o f State 
tra d e  and th e  co-operative societies.

I n  p a rticu la r, in  corm ection w ith  cred its fo r  p r iv a te  
cap ita l, the  jo u rn a l states th a t  ' th e  whole pos ition  
po in ts  to  the  necessity o f g iv in g  i t  the  fu l l  p o s s ib ility  o f 
w o rk ing , b u t w ith in  the lim its  o f its  ow n means (ita lics 
o f Econom. J izn ), and thus n o t in fla t in g  the m  a r t if ic ia lly  
b y  means o f any advantages o f c re d it (?) b y  w h ich  
savings w ou ld  be the  outcome, and there fore p a r tic u ­
la r  priv ileges m u s t n o t be extended to  p r iv a te  c a p ita l.”

•t Since the publication of th is  artic le  on October 30, there 
appeared an Order of the President of the Union of People’s 
Economy (Dzerjinsky) to  a ll subsidiary merchants and in s titu ­
tions, calling them to  a determined conflict w ith  “  speculators 
and speculation, as middlemen between State industry  and the 
mass of consumers.”  This order was the outcome of prices having 
been increased in  the re ta il trade for the last few months. In te r 
alia  the order was given “  to  a ll trusts, syndicates and markets, 
to  fo llow  the movement of the ir goods and the ir prices in  a ll the ir 
stages t i l l  the goods reached the actual consumers, so as to  take 
the necessary steps including even the breaking of contracts and 
to  the organisation of the ir own wholesale and re ta il organs in  
cases of speculation or excessive prices, thus bringing the prices 
w ith in  reach of the consumers.”  A t  the same tim e Dzeriinsky 
m  his capacity as president of the “  O.G.P.U.”  ( =  late “  Cheka ” ) 
gave a fl his subordinates in  the “  O.G.P.U. ”  the order to  assist 
a ll the officials and organs of the Union of People’s Economy 
to  the ir utm ost in  carrying out th is circular.”  (Vide Torgovaya- 
f ro m . Gazette (Trade and Industry  Gazette, No. 249.) I t  is 
quite possible th a t th is circular w ill act as a prelude to  the new 
period of increased “  adm inistrative pressure ”  on ¡private trade 
capital.

[ In  the firs t insta lm ent of th is  artic le  “  B  C H  X  ”  was m is­
taken ly explained to  represent “  the Pan-agricultural People’s 
Economy.”  L ite ra lly  the rendering is “  the Supreme Council of 
N ationa l Economy,”  generally spoken of as “ the Supreme 
-Economic Council.” — E d .]

THE ECONOMIST’S BOOKSHELF.

SHORT NOTICES.
Alfred Marshall, 1842-1924. Memoir by W . R . Sc o tt . (Lon­

don : Hum phrey M ilfo rd , Oxford U nivers ity  Press. Price, Is. 
net.) M r. Scott’s excellent memoir of A lfred Marshall is taken 
from  the Proceedings of the B ritish  Academy, and, brief though 
i t  is, i t  treats sym pathetically some of the leading tra its  in  the 
character and m ind of a tru ly  great man. To the younger 
generation of students, none of whom can afford to  avoid M ar­
shall’s work, M r. Scott’s impression w il l  help them to  an apprecia­
tion  of the master’s w orth as a man. There is, and w ill be, no 
dearth of tr ibu te  to  Marshall as an economist, and that, of course, 
must constitute his fina l claim upon the a ttention of posterity! 
However, i t  is permissible for some of us to  regret th a t other 
things must recede in to  the background of Tecolleotion. I f  
Veblen is proved to be right, economists of the fu ture  w ill be forced 
to  concentrate either upon problems of price or the technique 
of business. The prediction may be true, i t  m ay be desirable 
and i t  may not be fraught w ith  the drawbacks we suspect, but 
we doubt the strength of the appeal to  men whose social sym­
pathies are of wide calibre, and whose efforts are propelled by 
a profound conviction of “ the increasing urgency of economic 
studies as a means to  human well-being.”  M r. Scott records 
th a t Marshall is reputed to  have said th a t no economist of the 
firs t rank had ever become an economist w ithou t having been 
firs t in  the broadest sense a philanthropist. N o t a few students 
of economics w ill find tha t d ictum  hard to believe. B u t Mr. 
Scott is enabled to  go s t i l l  farther in  th is brie f appraisal of 
M arshall’s life . “  The idea of the improvement of man,”  Mr. 
Scott writes, “  led him  to Metaphysics, then on to Ethics and 
Psychology, and fin a lly  to  Economics as the most d irect road 
towards the u ltim ate  though d istant goal where 1 the opportunities 
of a noble life  may be accessible to  a ll. ’ ”  From the consequences 
of th a t conviction he never receded, a fact made clear in  Mr. 
Scott’s Memoir, and, bearing i t  in  m ind, i t  must s t i l l  give pleasure 
to  some to  remember tha t he was chosen in  1883 to  succeed 
Arnold Toynbee in  Oxford.
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S T A T IS T IC A L  S E C TIO N
THE TRADE BAROMETER

Our weekly index is composed of quotations for the ten following commodities :—
1. Pig iron. 3. Coal. 5. Cotton. 7. Hides. 9. Bacon.
2. Tin. 4. Linseed Oil. 6. Wool. 8. Wheat. 10. Sugar.
Table I .  shows the movements of our ten commodities in the aggregate, and Table I I .  the movements of each 

of them in relation to the others. We have chosen December 30, 1921, as our base, the price of each commodity on 
that day being represented by 100 (at a time when the index in Table I .  stood at 150). For a full explanation of our 
index number see The Economic Review, Aug. 29, 1924, page 194.

TABLE 1.

Date
10 Com­
modities

Bd.ofTde
Monthly
Average Date

10 Com­
modities

Bd.ofTde
Monthly
Average Date

1920. 
Jan. 16 
May 14

367.9
391.2

296.6
325.5

1923 
Jan. 12 162.8 157.0 Apr. 18

July 16 418.8 316.9 Feb. 16 177.2 157.5 May 16
Dec. 17 257.0 263.8 Mar. 16 192.4 160.3 June 20

1921 
Jan. 14 244.2 245.9

Apr. 20 
May 18

198.5
198.1

162.0
159.8

July 18 
Aug. 15

Apr. 15 202.8 204.8 June 15 190.0 159.3 Sept. 19
Julv 15 194.4 194.1 Julv 20 177.3 156.5 ; Oct. 17
Oct. 14 170.2 180.7 Aug. 17 174.6 154.5 Nov. 14
Dec. 16 153.2 167.9 Sept. 14 173.2 157.8 Dec. 12
Dec. 30 150.0 Oct. 19 160.0 158.1 1925

1922 
Jan. 20 144.0 164.0

Nov. 16 
Dec. 14

171.7
177.0

160.8
163.4

Jan. 16 
Feb. 13

May 19 
July 14

162.1
165.1

160.6
160.3

1924 
Jan. 18 178.6 165.4 |

Mar. 13 
Apl. 17

Sept. 15 161.2 154.3 Feb. 15 187.9 167.0 i May 15
Dec. 15 161.2 155.8 Mar. 14 182.1 165.4 ! June 19

10 Com­
modities

Bd. of Tde 
Monthly 
Average Date

10 Com­
modities

Bd. of Tde 
Monthly 
Average

177.5 164.7 July 17 160.3 157.5
171.2 163.7 Aug. 14 158.6 157.0
167.8 162.6 Sept. 18 158.3 156.0
167.1 162.6 Oct. 16 154.1 154.8
175.3 165.2 Nov. 13 153.2 153.7
167.9 166.9 Dec. 18 153.0 153.2
172.5 170.2 1926
173.3 169.8 Jan. 1 152.3
171.7 170.1 „ 8 150.8

„ 15 151.6 151.3
174.8 171.0 „ 22 149.2
175.2 168 .9 „  29 150.9
172.8 166.3 Feb. 5 149.7
161.9 162.5 „ 12 148.4
158.7 159.0 „ 19 147.9
160. 6 1 157.6 „ 26 148.0

TABLE II.

Date
Pig
iron. Tin. Coal.

Linseed
Oil. Cotton. Wool. Hides. Wheat. Bacon. Sugar. Mean: Date.

Dec. 30, 1921 100 100 100 100 100 100 100 100 100 100 100 Dec. 30. 1921

1922
July 28 ... 
Sept. 29 ... 
Nov. 3 ... 
Dec. 29 ...
1923.
May 18 ... 
Oct. 12 ... 
Nov. 16 ...
1924.
Feb. 15 ... 
July 11 ... 
Aug. 15 ... 
Sept. 26 ...
1925

Feb. 27 ... 
June 20 ... 
Oct. 30 ...

1926
Feb. 5 ... 

„  19 ... 
„  20 ...

92.9
94.3
95.5
89.4

110.8
93.4
97.2

96.7
89.6
87.7
85.8

84.0
77.8
74.5

72.2
72.2
72.2

94.5
95.2

107.5
106.7

117.9
117.1
127.4

163.4
128.9
148.0
136.0

153.8
147.9
171.2

165.2
167.5
169.1

97.2 
92.9

100.0
91.5

128.3
90.6
97.2

96.2
74.5
78.3
72.6

69.8
63.2
59.4

63.2
62.3
60.4

157.9
135.1
140.3
¡38.6

166.7
150.9
149.1

171.9
140.4
145.6
151.8

178.9 
147. 4
131.6

114.0
109.0
113.5

110.1
105.9
119.9 
126.0

120.2
136.4
165.8

159.6
140.0
158.8
120.6

116.0 
114.7
90.7

92.2
91.5
92.0

111.1
117.8 
133.3 
120.0

137.8 
126.7
128.9

151.1
142.2
151.1
151.1

160.0
115.6
115.6

102.2 
102.2 
102.2

97.1
96.4 

106.5
93.5

102.9
84.8
87.0

91.3
92.8
94.2
97.1

95.7 
84. 1

108.7

100.0
95.7
94.2

119.0 
82.8 
91.9 
90.4

102.7 
83.0 
86.2

100.4
111.5
124.1
113.8

128.9 
121.7
97.2

114.6
112.3
112.3

l i e . 5 
104.0 
104.8
89.7

91.2
66.2
73.5

65.8
80.9
84.6
81.6

88.6
98.2
94.9

94.1
96.3
94.1

119.2
134.6
134.6 
138.5

242.3 
145.9*
132.7

156.1
101.4
96.6 

108 1

95.3*
85.9
70.6

78.8
76.5
70.5

111.15
105.90
113.43
108.43

132.08
109.50
114.50

125.25
110.28
116.90
111.91

117.10 
105. 65
101.44

99.65
98.01
98.05

1922
... July 28 
... Sept. 29 
... Nov. 3 
... Deo. 29

1923
... May 18 
... Oct. 12 
... Nov. 16

1924
... Feb. 15 
... July 11 
... Aug. 15 
... Sept. 26

1925
... Feb. 27 
... June 26 
... Oct. 30

1926
... Feb. 5

„  19
............. 26

* Revised Quotation.
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THE PAPER CURRENCIES.
(Percentage of Dollar Parity  to Week ending February 27, 1926.)

Week End ing Denmark. Japan. Norway. Spain. Brazil. Belgium. Ita ly . France.
Feb. 27 97.0 92.9 80.5 73.1 45.5 23.5 20.8 18.9
„  20 97.0 92.7 78.3 73.1 45.8 23.5 20.9 18.7

L o g a r it h m ic  Sc a l e
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SECURITY PRICES.
The following table and ohart Bhow the oourse of prices for a representative number of industrial stocks and long dated railroad 

bonds in New York, for twenty representative industrial ordinary stooks in London, and for a selected number of long-dated British 
Government securities. The prioes of the last-named have been averaged exclusive of accrued interest. In all cases the price at December 
30, 1921, is taken as 100. Significant maximum figures are shown in heavy type and minimum figures in italics.

Is  N ew  Y ork. I k  L o n d o k . I k  N ew  Y o rk . I k L o k d o k .

Week
ending

Indus­
trials. Bonds.*

Indus­
trials.

GUt
edged.

Week
ending.

Indus­
trials. Bonds.*

Indus­
trials.

Gilt
edged.

1920, Jan. 1 128.5 94.1 172.4 99.7 i 1925, Jan. 3 150.7 101.6 133.8 117.5
1921, Jan. 1 89.9 89.0 116.3 88.6 17 151.8 101.9 137 8 117.5

Aug. 20 80.3 90.4 105.4 93.3 June 6 158.2 >05.3 128.0 115.3
Oct. 29 91.1 92.0 91.1 94.4 27 160.0 104.7 123.7 113.0

1922, Jan. 1 100.0 100.0 100.0 100.0 July 18 165.9 103.2 120.4 115.5
May 13 114.6 102.4 114.9 117.9 Aug. 1 165. 8 101.5 122. 2 115.7
Sept. 16 123.8 107.6 115.2 112.5 22 176.2 102.5 126.3 117.3
Oct. 7 123.9 106.1 113.3 111.7 Nov. 7 195.4 102.7 134.1 114.7

1923, Jan. 1 121.7 102.5 119.5 113.3 Dec. 19 188.9 103.3 130.6 112.8
Mar. 17 129.2 98.5 129.3 117.0 1926, Jan. 2 195.5 103.6 133.3 113.0

24 127.3 97.8 129.0 118.1 9 196.1 10 ’ .6 135.1 113.1
Apr. 28 124.1 99.3 137.9 122.8 Fob. 6 1973 104.7 131.7 114.7
June 9 119.7 100.8 130.6 123.5 13 199.9 104.9 132.0 114.8
Oct. 27 103.7 99.7 126.5 119.7 20 198.4 105 9 129.8 114.6

1924, Jan 1 117.4 98.4 121.3 114.5 27 j 190.4 105.6 129.1 114.3
19 119.1 100.1 119.1 112.2

June 21 115.3 103.3 118.2 118.0
Nov. 8 130.1 103.7 133.7 120.4 1

•Prices supplied by Messrs. Bernhard Scholle $  Co., L td ,

/
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SULPHATE OF AMMONIA.
The Best and Most Economical Form of Nitrogen.

For prices and advice as to application apply to 

T H E

BRITISH SULPHATE OF AMMONIA 
FEDERATION, LIM ITED,

30, GROSVENOR GARDENS, 
WESTMINSTER, S.W.l.

Cable A ddres.: SU LPHAM M O , LONDON.
A.B.C. 5th and Bentley’s Codes.

Prussian £- Bronze Blues

Telephone; C IT Y  3660 and 3661.
. Foreign, “  Blangus, L o n d o n /

In land, “  Blangus, Thread , London.

Distilled Tar. Solvent Naphtha.
Crystal Carbolic Acid (39/40° C). Liquid Carbolic Acid (Cresylic Acid). 

Creosote. Disinfecting Fluid. Green Oil.
Pyridine. Pitch. Black Varnish. Anthracene. 

Naphthaline (in various forms). Toluole. Bleaching Powder (35/37%)*

Liquid Ammonia. Sulphate of Ammonia (25 j%  Neutral Quality).

Prussiate of Potash. Prussiate of Soda.

DAUNTSEY HOUSE

GAS LIGHT ś>COKE CO..

r
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