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COMMENTS
D is a p p o in t m e n t  w ill  be fe lt  b o th  in  th is  cou n try  and 

in  the  U n ite d  States a t th e  decision of F rance to  subm it 
the. London  and W ash ing ton debt agreements to  fu rth e r 
in ves tig a tion  and s c ru tin y  instead o f ra t ify in g  the m  a t 
once. I t  can h a rd ly  be said th a t  th e  w ay in  w h ich  the 
question o f F rance’s fo re ign  indebtedness has been 
hand led does v e ry  great c re d it to  the  F rench n a tio n  and 
its  chosen representatives. W hen Senator Bérenger and 
M . C a illaux signed th e ir  respective agreements, however, 
i t  seemed th a t  F rance had de fin ite ly  decided to  settle 
her debts and thu s  re-establish her cred it. The fac t 
th a t  b o th  agreements w i l l  be s u b m itte d  to  fu r th e r in q u iry  
and discussion, and th a t  there fore a long t im e  m ay elapse 
before th e y  are ra t if ie d  o r . . . re jected, seems to  
ind ica te  th a t  F rance continues to  be ve ry  fa r  rem oved 
fro m  a se ttlem ent w ith  her allies and cred itors. I n  the  
m eantim e i t  is  in te res ting  to  observe th a t G erm any’s 
c re d it is  in fin ite ly  superio r to  th a t  o f France b o th  in  
London and N ew  Y o rk , and i t  is cha racte ris tic  of the  
s itu a tio n  th a t  th e  q u o ta tio n  of G erm an 7 per cent. 1949 
Bonds in  N ew  Y o rk  is ap p ro x im a te ly  105 whereas th a t 
o f the  F rench  7 per cent. 1949 Bonds is o n ly  99. H o w ­
ever a n ti-fo re ig n  France m ay  be, and however opposed 
to  the  London  and W ash ing ton  agreements, i t  w i l l  h a rd ly  
be possible fo r  her to  re-establish her c re d it abroad unless 
she recognises her ob liga tions and shows her w illingness 

to  pay.

A f t e r  th e  end of th e  w a r M r. L lo y d  George inaugu­
ra ted  th e  system  of conferences w h ich  began a t Spa and 
ra p id ly  became a fa m ilia r  fea ture o f th e  troub led  
p o lit ic a l life  o f Europe . “  Ce n ’est que le p rem ier Spa 
q u i coûte,”  as som ebody once rem arked. I t  seems th a t 
M r. L lo y d  George’s system  of conferences has de fin ite ly  
been adop ted b y  the  d is tingu ished heads o f the  European 
banks o f issue and of the  Federal Reserve B oard. W e read 
w ith  astound ing re g u la r ity  o f m eetings th a t have taken 
place between M r. S trong or M r. Ja y  w ith  D r. Schacht 
or the  G overnor o f the  B a n k  o f E ng land , o r o f even m ore 
im p o rta n t conferences in  w h ich  a ll these gentlem en 
(and poss ib ly  some others) have pa rtic ip a ted . I t  is  to  be 
hoped th a t  m ore p ra c tica l good results w i l l  resu lt fro m  
these pe riod ica l m eetings th a n  fro m  M r. L lo y d  George’s 
conferences in  va rious fashionable pleasure resorts ; b u t 
we th in k  th a t  a l i t t le  m ore lig h t th ro w n  on these negotia­
tions  w o u ld  be m uch in  th e  pu b lic  in te rest. One w ou ld  
lik e  to  know , fo r  instance, w hether i t  is tru e  th a t  a t a 
recent m eeting between M r. S trong and D r. Schacht the  
question was discussed o f s tab ilis ing  the  franc  w ith  the  
help o f G erm any. L ik e  th is  cou n try , G erm any is g rea tly  
in te rested in  the  F rench s tab ilisa tion  prob lem , as she is 
equa lly  th rea tened w ith  the  danger o f F rench  dum ping. 
Further, it is of vital importance to Germany whether

France w i l l  use fo r  the  defence o f the  franc  her p a r t  o f 
the  G erm an ra ilw a y  and in d u s tr ia l bonds, as seems to  be 
con tem p la ted  in  ce rta in  quarters. I t  is  h a rd ly  lik e ly  
th a t  F rance w o u ld  o r even cou ld  have recourse to  th is  
measure, y e t G erm any has no means o f com pelling or 
p re ven ting  her do ing so. W as th is  one o f the  questions 
recen tly  discussed b y  D r. Schacht and M r. S trong ? I t  is 
a g reat p i ty  th a t  no deta ils have been published w ith  
regard to  th is  m eeting o r to  s im ila r meetings, to  w h ich  
the  p u b lic  are g ra du a lly  ge tting  accustom ed b u t of 
w h ich  th e y  w o u ld  lik e  to  kno w  a l i t t le  more.

W e  have on several occasions re ferred in  these 
colum ns to  the  various economic agreements G erm any 
has la te ly  been able to  conclude w ith  a num ber of 
im p o rta n t countries. A fte r  tw o  years o f nego tia tions 
F rance and G erm any have ju s t  signed tw o  economic 
agreements o f th e  greatest p o lit ic a l im portance. One, 
signed a t th e  Q uai d ’O rsay on A ugust 5, is an  extension 
and a m p lifica tio n  o f ce rta in  prev ious and p ro v is io n la  
arrangem ents regu la ting  th e  Customs re la tions between 
the  tw o  countries. T h is  new com m ercia l agreement 
w i l l  extend over a period o f s ix  m onths, as fro m  A ugust 
20. I t  concedes to  France m ost favou red  n a tio n  tre a t­
m en t fo r  such im p o rta n t F rench e xp o rt goods as w ine, 
champagne, f r u it ,  vegetables and “  p rim eurs  ”  ; w h ile  
s ilk  goods, dress goods, corsets, hats, boots, gloves, 
pe rfu m ery  and m o to r cars w i l l  en joy considerable ta r if f  
priv ileges. G erm any, on the  o the r hand, ob ta ins ta r if f  
concessions fo r  chemical products, op tica l goods, 
m ach inery, glass and p o tte ry , lea ther goods, paper and 
some a g ric u ltu ra l products ; and the  F rench colonies 
and G erm any exchange m ost favou red  n a tio n  tre a tm e n t 
fo r  th e ir  respective exports. The second agreem ent 
regulates tra d in g  re lations between G erm any and the  
Saar region, and its  essential p e c u lia r ity  is th a t  i t  leaves 
o u t the  G erm an colouring m atte rs  and m ost o f the  
e lectrica l goods, F rench te x t ile  goods and o rd in a ry  
wines, and th a t  i t  has no bearing w hateve r on th e  great 
p rob lem  o f th e  iro n  in d u s try . The la tte r, as is w e ll 
know n , fo rm s the  ob ject o f separate pro longed and  v e ry  
im p o rta n t negotiations. A lth o u g h  the  tw o  new treaties 
are b u t o f a tem po ra ry  nature , th e y  w ill be generally 
welcom ed as a great step tow ards the  establishm ent of 
b e tte r re la tions between France and  G erm any. T hey  
are a p ro o f o f goodw ill on b o th  sides, and m us t be judged 
as such. Therefore we en tire ly  agree w ith  the  fo llow ing  
rem arks o f the  German newspaper D er T a g :  “ The 
p rov is iona l agreement is also o f p o lit ic a l im portance, 
since i t  has been concluded under th e  Poincaré régime. 
B y  leaving M . B ria n d  a t the  head o f th e  F ore ign  D e p a rt­
m en t th e y  in tended to  show th a t  the  Locarno p o lic y  
w o u ld  be confirm ed. U n t i l  now  eve rybody has w a ited  
fo r  some facts to  fo llo w  words. The f irs t  p ra c tica l step 
is yeste rday’s agreement, th e  im portance  o f w h ich  lies 
m a in ly  in  the  fa c t th a t the  change of G overnm ent in  
France has n o t a lte red the line  pursued b y  the negotia­
tors. This is a lu c k y  omen for the future, and that is why



134 THE ECONOMIC REVIEW [A ugust 13, 1926

we m ust welcome the  tre a ty .”  There appear to  be 
several ind ica tions th a t Prance and  G erm any are anxious 
to  estab lish b e tte r re la tions w ith  each o ther and  come to  
a  de fin ite  understand ing . I t  is ce rta in ly  ve ry  s ign ifican t 
th a t  Germans and G erm any are fa r  less unpopu la r in  
F rance to -d a y  th a n  E ng la nd  and the  U n ite d  States ; 
and  i f  o n ly  France and G erm any manage some day to  
come to  te rm s abou t th e ir  iro n  and coal industries  we 
m ay  y e t liv e  to  see th e  tw o  countries l iv in g  as fr ie n d ly  
ne ighbours and sound business associates.

I f  the  s itu a tio n  o f the  banks is a re flex o f the  economic 
cond itions in  a cou n try , G erm any has reason to  be 
satisfied th a t  th e  economic crisis fro m  w h ich  she has been 
suffering is now  passing by . The general fee ling in  
G erm an ba nk ing  circles is one o f confidence, based la rge ly  
on th e  resu lts o f business d u rin g  the  la s t tw o  m onths. 
The op in ion  is be ing fa ir ly  free ly  expressed th a t  business 
d u rin g  the  present year w i l l  p e rm it th e  d is tr ib u tio n  o f 
h igher d iv idends th a n  those p a id  fo r  1925. The business 
th a t  has been done d u rin g  the  f irs t  h a lf o f th e  year 
c e rta in ly  ju s tifie s  th is  o p tim is tic  v iew . Progress has 
been made in  p ra c tic a lly  every branch o f ba nk ing  ; b u t 
th e  h igher p ro fits  m ay, perhaps, be a ttr ib u te d  la rge ly  
to  the  low er b a nk  ra te  and  the  com pulsory red uc tio n  of 
the  com m ission on transactions. Considerable econo­
mies have also been effected in  th e  general ad m in is tra ­
t io n  o f the  banks. A  notab le  fea tu re  has been the 
progress o f cen tra lisa tion  and  also o f the  ra tio na lisa tion  
o f bank ing  ac tiv itie s . The closing o f a considerable 
num ber o f sm all banks in  th e  provinces has n o t been due 
to  a  decline o f business, b u t solely to  th e  ap p lica tio n  o f 
m ore e ffic ien t m ethods, o r th e  progressive process of 
am algam ation. M echanical labou r is also m ore and 
m ore supp lan ting  hum an labour wherever possible. 
The general resu lt is th a t  the re  has been a rem arkab le 
reduc tion  in  the  num ber o f b a nk  employees and th e  banks 
have been able to  reduce th e ir  expenses account b y  
abou t 18 per cent, in  com parison w ith  th e  f irs t  h a lf of 
1925. These various processes o f econom y are n o t y e t 
a t an end ; th e y  w i l l  p ro b a b ly  be con tinued  over the  
n e x t tw o  years. I t  is  estim ated th a t  b y  the  end o f the  
present year the  saving on expenses w i l l  be som eth ing 
lik e  25 per cent, com pared w ith  th e  preceding year. 
T h is , in  con ju nc tion  w ith  b e tte r business resu lts a ll 
round , is the  fo u n d a tio n  o f the  o p tim is tic  ou tloo k  in  
G erm an bank ing  circles.

T h e  dem and on the  m oney m a rke t in  G erm any has 
s lig h tly  increased d u rin g  the  la s t te n  days. Funds fo r  
longer periods are being asked fo r  m a in ly  in  connection 
w ith  the  financ ing  o f th e  new crops. A ccord ing  to  the  
las t re tu rn  o f the  Reichsbank, b ills  o f exchange and 
cheques have decreased b y  R m k.62 m illio n . The 
B a n k ’s ho ld in g  o f fo re ign  exchange had  d im in ished  to  
th e  ex te n t o f R m k.27 m illio n  a t th e  end o f J u ly . Reichs­
bank  notes ou ts ta nd ing  show a decrease o f Rm k.326 
m illio n . As regards new issues on the  investm en t m a r­
k e t, no fresh plans have as y e t m atu red . A  new 
M u n ic ip a l loan is a t present be ing considered ; th is  is to  
be g iven in  exchange fo r  th e  reva lued o ld  paper m a rk  
loans o f G erm an cities. N o th in g  can be sa id  a t the  
m om ent concern ing th e  am oun t o f th is  loan, as nego tia ­
tion s  are s t i l l  be ing earned on w ith  th e  various m u n i­
c ipa lities  w h ich  w i l l  p a rtic ip a te  in  th e  new issue. Large 
cred its  con tinue to  be g iven in  the  home m a rke t b y  
m ortgage banks, savings and m un ic ip a l banks, ch ie fly  
on  account of th e  extension o f cred its b y  the  G old D is ­
coun t B ank . A c t iv i t y  on the  B e r lin  S tock Exchange, 
a fte r a te m p o ra ry  lu ll,  has again become liv e ly , and in  
v ie w  o f th e  im p roved  s itu a tio n  in  th e  coal, iro n  and  steel 
industries  coal and  iro n  shares have been p a r tic u la r ly  in  
demand.

T h e  G erm an La bo u r M a rke t, ow ing to  harvest w o rk , is 
considerably easier. The figures pub lished fo r  the  m idd le  
o f J u ly  show a to ta l o f 1,718,000 reg istered unem ployed 
rece iv ing the  dole, o r  1.3 pe r cent, less th a n  a t the

beg inn ing o f th e  m on th . T h is  s lig h t decrease is no t, 
however, e n tire ly  a ttr ib u ta b le  to  the  increase in  a g ri­
c u ltu ra l a c t iv ity .  R eports  fro m  various in d u s tr ia l 
centres, such as th e  chem ical, te x tile , and to  a certa in  
exten t, the  m e ta llu rg ica l industries, are m ore favourab le  
th a n  m ig h t have been expected. I t  is ra th e r s tr ik in g  
th a t,  so fa r, the  increased a c t iv i ty  in  th e  coal trade  has 
n o t made its e lf fe lt  to  any appreciable ex te n t in  the  
L a b o u r M a rke t. The R u h r m ines, we are to ld , and o ther 
large undertak ings are now  reaping th e  advantages of 
n o t ha v in g  neglected the  m odern isa tion  o f th e ir  p la n t 
and m ach inery  even du rin g  th e  m ost d iff ic u lt  periods 
a fte r the  w a r. The im p rovem en t in  the  iro n  trades as 
w e ll as the  increase in  car loadings and general tra n sp o rt 
are noticeable, b u t  th e y  cannot y e t be said to  have 
affected apprec iab ly  unem p loym ent figures. The con­
sum p tion  o f iro n  b y  those industries w h ich  are engaged 
in  supp ly ing  the  needs o f the  m ines has increased con­
s iderab ly, and the  dem and fo r  scrap iro n  fo r  b las t 
furnaces is ris ing  and prices, w ith  R m k.53 fo r  steel scrap, 
are again approaching th e  pre -w ar level. Considerable 
im provem ent is also detected in  o ther d irec tions, sem i­
m anufactu red  goods and w ro ug h t and sheet iro n  are a ll 
of the m  experiencing a b e tte r demand.

I n  a s ta tem ent made to  newspaper representatives 
th e  P olish M in is te r o f In d u s try , M . K w ia tk o w s k i, 
declared th a t  the  im p rovem ent in  P o land ’s economic 
s itu a tio n  had  exceeded a ll hopes. F o r instance, the  
average m o n th ly  coal exports  la s t year am ounted to
600,000 tons ; la s t m o n th  the  figure rose to  1,800,000 
tons, A  s im ila r im provem ent was noticeable in  o ther 
industries, p a r tic u la r ly  in  th e  te x t ile  and m e ta l trades. 
The red uc tio n  o f th e  B a n k  o f P o land ’s d iscount ra te  had 
also done m uch to  im p rove  the  s itu a tio n , and fore ign 
cap ita l con tinued to  be invested in  P oland. In  conclu­
sion, the  M in is te r declared th a t  th e  G overnm ent was 
m ost anxious to  speed up  th e  cons truc tion  o f the  p o r t  a t 
G dyn ia  in  order to  fa c ilita te  the  exp o rt trade  o f the  
coun try .

I n t e b e s t  in  the  question o f the  com m ercia l possi­
b ilit ie s  in  the  conversion o f coal in to  o il has again been 
s tim u la ted  b y  the  recent news th a t, a fte r p ro tra c te d  
negotia tions, the  B r it is h  and C ontinen ta l companies and 
in d iv id u a ls  concerned w ith  th is  p rob lem  have a rrive d  a t 
an  agreement based on co-operation o r fus ion. F ro m  the 
ou ts tand ing  names th a t  figu re  in  th is  agreem ent i t  is 
clear th a t  the  com m ercia lisa tion  of th e  process associated 
w ith  th e  name of D r. F . Berg ius, a G erm an chem ist, has 
reached an im p o rta n t stage and  th a t  fu r th e r  develop­
m ents m ay soon be expected. Am ong o ther w e ll- 
know n  names, we note in  th is  connection those of 
V ickers, L im ite d ; B runne r, M ond and Co. ; th e  Gas, 
L ig h t  and Coke Com pany ; th e  South M e tro p o lita n  Gas 
Com pany ; the  D is tille rs  Com pany ; the  In te rn a tio n a l 
Sugar and A lcoho l Com pany ; W ill ia m  B a ird  and Co. ; 
the  U n ite d  Steel Companies (R o th e r V a le  Collieries 
branch) ; th e  S ta ffo rdsh ire  Chem ical C o m p a n y ; the  
Consett I ro n  Com pany ; Pease and P artners ; besides a 
num ber o f co llie ry  companies. The jo in t  B r it is h  
in terests have fo rm ed th e  B r it is h  Berg ius Syndicate, 
L im ite d , w ith  S ir John  Calder as cha irm an, in  order to  
acquire B r it is h  r ig h ts  in  the  process. The synd ica te fo rm ed 
in  G erm any is equa lly  as strong and  representative as the  
B r it is h  concern. The w o rld  r ig h ts  in  the  process are 
he ld  b y  the  In te rn a tio n a l Berg ius Com pany, w h ich  was 
registered in  H o lla n d  in  1921. H a lf  of th e  shares in  th is  
D u tc h  Com pany have, however, been acquired b y  a 
second D u tc h  concern, know n  as th e  M a ko t Com pany. 
The various B r it is h  concerns have succeeded in  a cq u ir ing  
a large num ber o f shares in  th e  M ako t Com pany and  have 
thu s  a considerable in te rest in  the  e xp lo ita tio n  o f w o rld  
r ig h ts  in  the  Berg ius process. Developm ents w i l l  be 
fo llow ed w ith  m uch keeness, p a r tic u la r ly  in  v ie w  o f the  
crisis n o t on ly  in  th e  B r it is h  b u t also in  th e  in te rn a tio n a l 
coal in d u s try . A  pronouncem ent o f considerable 
im portance w i l l  p ro b a b ly  be made in  th e  near fu tu re .
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SPECIAL
CO-OPERATION OF TH E RANK OF FRANCE IN  
THE W ORK OF CURRENCY REHABILITATIO N.

(C o m m u n ic a t e d  )

A fte r  passing th e  tw o  B ills  to  increase ta x a tio n  and 
to  estab lish a S ink ing  F u n d  fo r  th e  redem ption  of 
N a tio n a l Defence bonds, the  F rench P arliam en t has 
now  vo te d  th e  th ir d  ite m  of M . Poincare s financ ia l 
program m e, th e  B i l l  a ffecting the  C onvention wdth the  
B a n k  o f F rance w ith  regard to  the  purchase o f fore ign 
currencies and b ills . T h is  A c t consists of fo u r clauses. 
The f irs t  prov ides th a t  the  p ro h ib it io n  of purchase of 
F rench go ld  coinage a t a price  above its  face value, 
i.e. a t a prem ium , w i l l  no longer a p p ly  to  th e  B a n k  of 
F rance : th is  w i l l  enable the  B a n k  to  a ttra c t to  its  
vau lts  the  go ld  hoarded b y  the  people ; th e  second 
clause authorises the  B a n k  o f F rance to  purchase gold 
and b ills  in  the  open m arke t ; th e  th ir d  one authorises 
the  B a n k  fo r  th e  above purpose to  issue notes in  excess 
o f th e  legal l i m i t ; w h ile  th e  fo u rth  clause empowers 
th e  M in is te r o f F inance to  conclude w ith  th e  B a n k  of 
F rance a ll th e  necessary agreements to  enable i t  to  
prepare th e  w a y  fo r  th e  s tab ilisa tion  o f th e  currency 
b y  the  re h a b ilita tio n  o f the  franc. I n  th is  w a y  th e  new 
law  enables the  B a n k  of F rance to  co-operate w ith  the  
G overnm ent in  th e  w o rk  o f cu rrency re h a b ilita tio n .

T h is  close co-operation of the  B a n k  of F rance was 
p ro v id ed  fo r b y  M . C a illaux in  h is  f irs t  program m e of 
financ ia l and m on e ta ry  re fo rm  propounded in  October 
1925. The R e p o rt o f th e  Com m ittee o f E xpe rts  lik e ­
wise stressed th e  necessity of such co-operation. I t  
w i l l  perhaps be remembered th a t  M . C a illaux defined 
the  ro le  to  be p layed  b y  th e  B a n k  in  te rm s w h ich  
provoked a ce rta in  measure of uneasiness. I t  is a 
scandal,”  he declared, “  to  pretend, as there is a tendency 
sometimes to  do, th a t  the  B a n k  o f F rance is a power 
side b y  side w ith  the  G overnm ent ; th a t  the  B a n k  m ay 
con tem plate w ith  com placency th e  s tra its  of the  
T reasury w h ile  con tinu ing  to  add to  its  ow n w ealth , and 
refuse to  bo ls ter up  the  T reasury whenever and to  
w hateve r ex te n t m ay be requ ired .”  W hen M. 
C a illaux fo r  th e  second tim e  to o k  over the  P o rtfo lio  of 
M in is te r o f F inance, and when the  question again came 
up  in  connection w ith  th e  appo in tm en t of a new G overnor 
o f th e  B a n k  o f France, he p ro p itia te d  p u b lic  op in ion 
b y  pu b lish ing  an o ffic ia l s ta tem ent in  w h ich  he declaied 
th a t  th e  independence of the  B a n k  w o u ld  be s tr ic t ly  
safeguarded b y  th e  G overnm ent.

As fo r  the  C om m ittee  o f E xp e rts ’ R epo rt, several 
passages in  th is  docum ent deal w ith  the  p a r t  assigned 
to  th e  B a n k  of France. D u rin g  th e  pe riod  previous 
to  s tab ilisa tion  its  func tions  are la id  dow n as fo llow s : 
“  F ina nc ia l res to ra tion  and currency s tab ilisa tion  can­
n o t be realised i f  im m ed ia te  and considerable means 
o f exchange are n o t ava ilable. The use of the  go ld  and 
s ilve r specie and b u llio n  o f the  B a n k  of F rance gives 
rise to  ob jec tion .”  The E xpe rts , therefore, proposed 
o the r means o f b u ild in g  up  reserves of change, the  
fo llo w in g  am ong others : (1) C redits to  be ob ta ined b y  
the  B a n k  o f France. I n  th e ir  o p in ion  an agreement 
should be made between the  G overnm ent and the  B a n k  
to  the  effect th a t  the  currency and b ills  resu ltin g  fro m  
these financ ia l operations are to  be devoted to  the  
purpose o f s tab ilisa tion . (2) A pp rop ria te  measures to  
fa c ilita te  the  inves tm en t in  F rance of fo re ign  ca p ita l 
and to  hasten the  re p a tr ia tio n  o f F rench cap ita l. The 
B a n k  o f F rance cou ld  take  a ll deposits, w hethe r fo re ign 
o r F rench, in  th e  fo rm  o f b ills . (3) The reserve o f th e  
B a n k  of F rance to  be strengthened b y  the  acqu is ition  
o f go ld  pieces w ith in  the  cou n try  a t a ra te  ap p ro x im a tin g  
to  th e  ra te  o f exchange.

The func tions  o f the  B a n k  of F rance du ring  the  actua l 
pe riod  o f s tab ilisa tion  are defined as fo llow s : The
actua l pe riod  o f s tab ilisa tion  w i l l  begin as soon as the

ARTICLES
B an k , hav ing  d e fin itiv e ly  decided on a ra te  o f s tab ilisa ­
tio n , is prepared to  purchase and sell go ld  a t a fixed 
ra te , and fore ign currency and b ills  w ith  a m arg in  
between the  selling price  and th e  bu y in g  price corre­
sponding closely to  the  im p o rt and e xp o rt go ld po in ts .’

I f  th is  p lan  o f the  E xpe rts  is com pared w ith  the  B i l l  
th a t  has ju s t been passed, i t  w i l l  be fou nd  th a t  th e y  
d iffe r in  on lv  one respect : th e  A c t does n o t s tipu la te  
th a t  the  bu y in g  of currency and b ills  b y  th e  B a n k  of 
F rance m ay on ly  begin fro m  the  m om ent th e  B an k  
sha ll have d e fin itiv e ly  se ttled  on a ra te  o f s tab ilisa tion . 
I t  is com m on ta lk  on the  Paris Bourse th a t  such bu y in g  
has a lready commenced. Consequently, whereas th e  
C om m ittee of E xpe rts  con tem pla ted the  purchase of 
currency and b ills  b y  th e  B a n k  o f F rance as a measure 
fo r  the  ac tua l period o f s tab ilisa tion , the  new law  
applies th e  measure d u rin g  the  pe riod  preceding 
s tab ilisa tion .

F ro m  every p o in t o f v ie w  the measures proposed b y  
th e  Com m ittee of E xpe rts  and those em bodied in  the  
new A c t are iden tica l. I n  th e  f irs t  place, as suggested 
b y  the  E xpe rts , the  go ld reserve w h ich  ac tu a lly  guaran­
tees the  note c ircu la tion , is  n o t to  be u tilis e d  fo r  the  
purpose o f s tab ilisa tion . M . Poincare’s assurances on 
th is  p o in t are defin ite . As s ta ted b y  h im  in  the  course 
o f the  debate in  the  Chamber o f Deputies, Once the  
M organ F u n d  is exhausted we w i l l  have no am m u n itio n  
le ft to  counteract any u n fo rtu n a te  speculation w h ich  
m ay  set in  again to -m orrow . B u t T have no in te n tio n  
o f ob ta in ing  such a m m u n itio n  b y  reducing the  s tock  of 
specie and b u llio n  of the  B a n k  o f France. T h is  s tock of 
th e  B a n k  is one o f the  m ost subs tan tia l securities we 
possess.”  Secondly, the  B a n k  hav ing  been g iven the  
r ig h t  to  purchase a t a p rem ium  F rench go ld coin, i.e. 
a t a price  app rox im a ting  to  the ra te  o f exchange, w i l l  be 
in  a. pos ition  to  a ttra c t to  its  coffers a la rge p o rtio n  of 
the  go ld  hoarded in  the  cou n try . N ow  w h a t is the  
am oun t o f th is  hoarded go ld ? A ccord ing to  M . F onv ille , 
the re  was fro m  five  to  five  and a h a lf m illia rd s  o f go ld  in  
c ircu la tio n  in  France before the  w a r, and d u rin g  the  w ar 
th e  people poured in to  th e  B a n k  o f F rance in  exchange 
fo r  notes some tw o  and a h a lf m illia rd s  o f go ld  coins. 
O f the  rem ainder of three m illia rd s  a ve ry  considerable 
p o rtio n  was e ither fra u d u le n tly  exported o r m elted  dow n ; 
b u t in  an y  case the  am oun t of go ld  s t i l l  hoarded m ust 
ce rta in ly  exceed one m illia rd . T h ird ly ,  b y  the  purchase 
o f currency and b ills  the  B an k  o f F rance w i l l  n o t o n ly  
a ttra c t those in  the  hands of foreigners, b u t likew ise 
those belonging to  Frenchm en, i.e. exported  F rench 
cap ita l. T h is  i t  hopes to  do b y  ra is ing  th e  ra te  of 
d iscount (th is  has already been done) and b y  re s tr ic tin g  
cred its . In d u s tr ia lis ts  and traders w i l l  be to ld  . W e 
are prepared to  give you  b ills , b u t o n ly  i f  you  b r in g  us 
go ld  currency.”  W e are o f op in ion , however, th a t  the  
rea l w a y  o f securing the  re tu rn  o f exported  ca p ita l is to  
restore p u b lic  confidence. I t  w i l l  a lways be d iff ic u lt ,  in  
practice, to  detect among in d u s tria lis ts  and traders 
app ly ing  to  the  B an k  fo r c red its  those w ho are holders of 
fo re ign  currency and who should be refused b ills  except 
against tender of go ld currency.

The o n ly  ob jection  raised against the  new A c t is th a t 
i t  m ay lead to  in fla tio n . The ob jec tion  comes fro m  
those w ho believe th a t every issue o f notes, even tho ugh  
covered b y  gold, means in fla t io n  i f  such issue is n o t 
requ ired  fo r  in d u s tria l o r com m ercia l operations— in  
o ther words, fo r  the  c ircu la tio n  o f goods. I n  th a t  case 
a note issue leads to  a rise in  prices, w h ich  means in fla ­
tio n . B u t,  on the  o ther hand, ano the r case m ay p re ­
sent itse lf w h ich  w ou ld  in vo lve  in fla t io n  pu re  and s im ple : 
th e  B a n k  of France m ay sell cu rrency  in  order to  keep 
up  the  ra te . I n  th a t event i t  w i l l  be th e  ho lder o f notes 
w ith o u t any security  beh ind them . The A c t provides 
th a t  in  such cases the  uncovered notes sha ll be destroyed. 
F in a lly , the  ra te  of the  franc m ay  rise and  the B a n k  m ay
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the n  f in d  its e lf ho ld ing  a s tock  o f securities the  va lue o f 
w h ich  w il l  be in fe r io r to  th e  am oun t o f notes issued. To 
guard  against th is  danger th e  A c t s tipu la tes th a t  the  
ra t io  of th e  notes issued to  the  stock o f securities m us t be 
p e rio d ica lly  revised and restored in  keeping w ith  the  
va lue o f such stock a t th e  ra te  ru lin g  on the  day the  
rev is ion  takes place.

SURVEY OF CURRENCY CONDITIONS IN SOVIET 
RUSSIA UP TO JUNE 1926.

{Continued.)

W e cannot foresee how  th e  struggle w i l l  end, b u t i t  is 
necessary to  ind ica te  th a t  th is  con flic t is com plica ted 
b y  th e  fue l crisis w h ich  becomes m ore and m ore acute, 
as w e ll as b y  th e  de fic it o f transp o rt. The coal and o il 
industries dem and a lready a t present the  investm en t o f 
considerable cap ita l, since there  is a w a n t of fue l. I t  is 
ev iden t th a t  d u rin g  the  n e x t year i t  w i l l  be necessary 
to  im p o rt coal fro m  abroad. As the  Ekonomischeskuya 
Z h izn  (M ay 29) w rite s  : “  I f  we ca lcu la te  m odestly  th a t 
the  consum ption o f fue l in  th e  n e x t year w i l l  increase in  
com parison w ith  the  cu rre n t year b y  15 per cent, and 
w il l  reach 2.6 m illia rd  poods o f con d itiona l fue l, then 
even the  m ax im a l s tra in  o f ou r fue l resources w il l  n o t 
y ie ld  the  requ ired am ount. The im p o rt o f coal is 
ev id e n tly  in e v ita b le . ’ ’

W ith  regard to  tra n s p o rt i t  appears th a t the  estim ated 
revenue is exaggerated, w h ile  th a t  o f expend itu re  is 
underra ted . The cash de fic it fo r the  f irs t s ix  m onths 
am ounts to  84 m illio n  chervonetz. I t  has been decided 
to  he lp  tra n s p o rt n o t on ly  b y  continuous increase o f 
ta r iffs , b u t also b y  g iv ing  i t  a subsidy o f 25 m illio n  
roubles.*

W e can w e ll understand th a t  in  these circumstances 
th e  pressure exercised b y  in d u s try  w h ich  is spending 
the  las t rem ains of the  o ld  cap ita l w i l l  be v e ry  great 
and w i l l  be com plica ted b y  o ther needs o f the  State 
economy. Thus, a fte r scru tin is ing  th e  causes o f the  
exaggerated issue o f currency, we come to  the  conclusion 
th a t  a t the  basis o f i t  the re  lies the  con tra d ic tion  between 
the  problem s of currency c irc u la tio n , w h ichhas a na tion a l 
im portance, and the  tasks and aim s of a S tate economy, 
w h ich  is based n o t on its  n a tio n a lly  economic va lua tion , 
b u t  on th e  p o lit ic a l im portance o f i t  fo r  th e  ru lin g  p a rty . 
W e have to  add to  th is  th a t  “  p lann ing  ”  o f the  State 
econom y itse lf (or even of the  en tire  na tion a l econom y) 
creates and increases the  fa ilu res in  th e  m one ta ry  p o licy  
o f th e  G overnm ent. T h is  p lann ing, w h ich  is realised 
under cond itions o f an elem ental economy w h ich  
dom inates even Soviet economics, is o n ly  theore tica l. 
B u t  i t  takes, however, an  ac tive  shape. In  the  course 
o f th is  yea r, as we have seen, the  p lann ing  based on 
the  a n tic ip a tio n  o f a good harvest, good exports  and the 
developm ent of in d u s try , led  to  an exaggerated issue of 
currency. R ea lities d id  n o t ju s t i fy  th is  “  p lann ing. ’

I n  th e  tab le  we have quoted the re  is in d ica ted  the  
am o un t o f m oney in  c irc u la tio n  and the  sums of 
guarantee fu n d  (cover). I n  ca lcu la ting  the  ra t io  we 
take  th e  g rand  to ta l o f paper currency, i.e. bank-notes 
and T reasu ry  notes. W h a t are the  results ? On 
A p r i l  1 th e  g rand  to ta l o f currency in  c ircu la tio n  
am ounted to  1,204,180.1 m illio n  roubles, and the  cover 
to  228,284.0 m illio n  roubles. Thus the  paper currency 
was secured to  th e  ex te n t o f 18.9 per e o n t.f A ccord ing 
to  th e  law , paper m oney (chervonetz) has to  be covered 
to  th e  e x te n t o f 25 per cent, b y  go ld  and stable fore ign 
currencies. The S oviet G overnm ent is unable to  a tta in  
th is , a lthough  i t  continues to  assert th a t  the  bank-notes 
are d u ly  secured. W ho  is lik e ly  to  believe, however, 
th a t  one k in d  o f cu rrency requires secu rity  and the  
o th e r n o t ? The am oun t o f paper currency is increasing 
w h ile  th e  cover considerab ly decreases. W h a t is the  
cause o f i t  ? The m ost s tr ik in g  decrease is th a t  o f th e

* Ekonomischeskuya Zhizn, May 30, 1926.
■j* In  the French publication already mentioned the cover is 

given as 15 to 18 per cent, on February 1, 1926,

fore ign currencies fun d . O n Decem ber 1, 1924, i t  
am ounted to  101,385 thousand roubles. Then  i t  began 
ra p id ly  to- decrease, as can be seen fro m  th e  fo llow ing  
tab le  ( in  thousands o f roubles) * :—

On December 1, 1924 
,, January 1, 1925 
„  February 1, „
„  March 1, ,,
„  A pril 1, „
„  May 1,
„  June 1, „
„  Ju ly 1, „
„  August 1, „
„  September 1, „
„  October 1, „
„  November 1, „
,, December 1, „
„  January 1, 1926 
,, February 1, „
„  March 1, „
„  A pril 1,
,, May 1, „
„  June 1, „

101,385
98,670
98,654
95,659
68,277
46,888
51,003
48,937
46.853
46.853
46.763
46.763 
48,583 
48,875 
49,667 
49,814 
50,431 
49,981 
50,067

The tab le  dem onstrates th a t  a s tr ik in g  decrease of 
th e  fo re ign  currencies fu n d  to o k  place in  A p r i l and M ay  
1925. T h is  sudden d rop  was caused b y  th e  necessity 
o f im p o rtin g  foodstu ffs , w h ic h  were expo rted  excessively 
in  1924. I n  1923-24 th e  im p o rt o f foodstu ffs  am ounted 
to  24,754 thousand roubles, w h ile  in  1924—25 i t  increased 
to  150,183 thousand roub les .f

The decrease in  the  am oun t of th e  go ld  and p la t in u m  
cover occurred in  F ebruary , M arch  and A p r i l 1926. On 
Jan ua ry  1, 1926, th e  go ld  and p la t in u m  fu n d  am oun ted  
to  216,132 thousand roubles. L a te r th is  sum  decreased 
as fo llow s

Thousands of roubles.
On February 1, 1926 ... ... 210,965
,, March 1, ,, ... ••• 187,182
,, A pril 1, „  ••• ••• 177,182
„  May 1, „  ••• ••• 176,970
„  June 1, „  ............... 177,649

Thus the  decrease of th e  go ld  reserve a lready belongs to  
1926. The cause o f i t  is  th a t,  hop ing  fo r  an excessive 
exp o rt o f a g r ic u ltu ra l p roducts , th e  G overnm ent had 
prepared an excessive p la n  fo r  im p o rts . T hey  in tended 
to  exp o rt a la rge q u a n tity  o f corn  and to  expo rt i t  
ra p id ly . H ow ever, the  p lan p ro ved  to  be exaggerated 
and cou ld n o t be carried  ou t. B u t,  on th e  o ther hand , 
i t  was necessary to  pay fo r  th e  im p o rte d  goods. W h a t 
are the n  the  prospects o f the  m aintenance o f a stable 
cover fu n d  ? W e th in k  th a t  the re  are no rea l hopes 
fo r  an increase. The fa c t is th a t the re  is h a rd ly  any 
fou n d a tio n  to  believe th a t  a favourab le  balance o f trade  
can be ob ta ined  in  th e  fu tu re . T h a t is a lready dem on­
s tra ted  b y  the  resu lts o f prev ious years. The fo llow ing  
are da ta  concerning exports and im p o rts  ( in  m illio n s  
o f roubles a t presen t-day p r ic e s ) :—

Exports. Imports. Balance.
In  1923-24 ... 522.6 385.4 +  137.2

„  1924-25 ... 567.5 633.3 — 65.8

Im p o rts  have increased ow ing to  a  v a r ie ty  o f causes, e.g. 
exhaustion  o f the  o ld  m ach ine ry  in  factories and 
la c k  o f com m odities fo r  general consum ption . These 
causes cannot be ignored, since the  w a n t o f m ach inery  
and in d u s tr ia l goods makes th e  hunger fo r  com ­
m od ities  ever m ore acute, and th is  leads to  the  fa ll o f 
th e  S oviet currency. N e x t econom ic year the  acute 
need o f im p o rts  w i l l  increase s t i l l  m ore, since i t  is 
necessary to  s ta r t  th e  recons truc tion  o f factories and 
to  im p o rt m inera l fue l.J  E x p o r t prospects, however, 
are fa r  fro m  being hopefu l. Cereals are th e  ch ie f exp o rt

* This table is compiled from the balance-sheets of the State 
Bank.

•f Eicon. Obozrenie, No. 12, 1925.
t  The increase in  the cost of production in  the factories is due 

to a great extent to the antiquated and worn out machinery. 
See, for instance, the conditions of “ Yugostal”  jn  Ekon, Zhizn,
May 25, 1926,
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item . I n  1924-25 o u t o f a to ta l e xp o rt va lue o f 567.5 
m illio n  roubles, cereals am ounted to  101,407 thousand 
roubles. O ther a g ricu ltu ra l p roducts , such as b u tte r, 
eggs, flax , hem p, and  others, also am oun t to  a consider­
able sum. Thus in  the  economic year in  question these 
p roducts were expo rted  to  the  va lue  o f abou t 140 
m illio n  roubles. U n t i l  now, however, the  expansion of 
ag ricu ltu re  was carried  o u t m a in ly  b y  seizing la nd  th a t 
was s t i l l  free. B u t  th is  process is com ing to  an end, 
since in  1925 the  area under c u lt iv a tio n  a lready reached 
95 per cent, o f th a t  of 1916. A n y  fu rth e r increase of 
o u tp u t o f a g ric u ltu ra l p roducts w i l l  depend la rge ly  on 
the  am e lio ra tion  of a g ricu ltu ra l m ethods. T h is  process 
is v e ry  slow, however, p a r tic u la r ly  since there  is no 
ca p ita l in  ag ricu ltu re . W he th e r th e  developm ent of 
ag ricu ltu re  w i l l  be able to  fo llo w  the  g ro w th  o f the 
p o p u la tio n ’s requirem ents o f foodstuffs  is a  great and 
in tr ic a te  prob lem . There even exists a danger of a 
w a n t o f foodstu ffs  in  Russia, in  w h ich  case the  export 
o f co rn  is h a rd ly  fra u g h t w ith  o p tim is tic  prospects. 
A n  im p o rta n t place in  exports  belongs to  o il and tim b e r 
(62.9 and 62.7 m illio n  roubles in  1924-25). B u t  the 
o u tp u t o f o il becomes m ore and m ore stab ilised, and the 
home requ irem ents are grow ing. The expo rt o f o il 
becomes ru inous to  th e  cou n try . As regards th e  export 
o f t im b e r, i t  is h indered b y  the  great increase o f prices 
on fo resta l goods and the  la ck  o f th e m  in  the  coun try . 
I n  th e  course o f th e  f irs t  s ix  m on ths of 1925-26 these 
prices increased on an average b y  21.9 per cen t.* 
H ow ever m uch th e  hom e requ irem ents o f t im b e r m ay 
be ignored, th e y  cannot be ignored a ltogether, because 
th is  w o u ld  cause an increased cost o f p ro d u c tio n  of 
S ovie t m anufac tu red  goods. Thus ow ing to  a ll the  above 
considerations the  a tta in m e n t o f a favourab le  balance of 
trade  is under present cond itions a d if f ic u lt  and c o m p li­
cated p rob lem  fo r  th e  Soviet G overnm ent. A n d  a 
favourab le  trade  balance is th e  f irs t  means o f increasing 
the  cover fu n d  fo r  paper m oney in  c ircu la tio n .

As fa r  as th e  o ther n a tu ra l means o f securing paper 
currency, i.e. gold, is concerned, Soviet lite ra tu re  gives no 
pleasant hopes o f an y  k in d . A na lys ing  the  o u tp u t of 
go ld , one o f the  S oviet au thors comes to  the  fo llow ing  
conclusion : “  W e can h a rd ly  hope fo r  a sharp increase 
in  th e  o u tp u t o f go ld  in  th e  course o f th e  n e x t few  
years.”  f  Hence i t  m us t be a d m itte d  th a t  th e  prob lem  
o f a cover fu n d  is in  a q u ite  un sa tis fac to ry  s tate and 
th a t  the  fu tu re  does n o t prom ise an y  ra p id  im provem ent. 
I t  is tru e  th a t  S ov ie t cu rrency  is n o t convertib le  in to  
gold. B u t  th is  c ircum stance weakens its  po s itio n  a ll 
the  more. N o n -c o n v e rt ib ility  is in  its e lf n o t p a rtic u ­
la r ly  dangerous i f  th e  cover fu n d  is s trong  and stable.

(2) The purchasing power o f the Soviet currency. I n  
th e ir  evidence concern ing the  purchasing power 
of th e  chervonetz th e  S oviet G overnm ent con tinue to  
quote a double ra te  : the  ra te  of cu rrency in  fo re ign 
bank-notes and th e  hom e ra te  or th e  purchasing capac ity  
of the  chervonetz. Such practices w o u ld  be r ig h t i f  
th e y  corresponded to  actua l cond itions, i f  th e  corre la ­
t io n  between th e  tw o  rates were n o t a rt if ic ia l.  As 
a m a tte r o f fa c t i t  is q u ite  th e  opposite, as 
we sha ll p rove fu r th e r  on. The S ov ie t G overnm ent 
once v e ry  energe tica lly  strove to  o b ta in  th e  q u o ta tio n  
o f chervonetz roubles on the  W estern m oney m arkets. 
I n  a few  cases i t  was successful. B u t  w h a t were the  
resu lts ? The chervonetz d id  n o t become an accepted 
currency  on fo re ign  m arkets, as u su a lly  happens, ju s t 
because in  some places i t  was quoted. I t  was n o t ac­
cepted as an equal m em ber in to  the  fa m ily  o f bourgeois 
currencies. Perhaps the re  is lu c k  in  th is  apparent 
m is fo rtune . W o u ld  n o t th e  chervonetz have been 
com p le te ly  crushed d u rin g  th e  la s t m onths had  i t  been 
the  ob jec t o f fo re ign  exchange speculation 1 I t  is 
su ffic ien t to  reca ll those ve ry  un favou rab le  reports  on 
th e  chervonetz w h ich  appeared recen tly  in  the  foreign

*Ekon. Zhizn, No. 112, 1926. 

t  Buzikov in  Eicon. Obozrenie, A pril 1926.

Press in  order to  be convinced th a t  the  chervonetz 
w o u ld  have perished i f  i t  had a c tu a lly  been* bough t 
and  sold. The fa c t th a t  in  some W estern  countries the  
chervonetz was quoted does n o t m ake these quo ta tions  
a n y  th e  m ore real. As long as the  chervonetz is n o t ac­
cepted b y  the  W est as a pa y in g  currency, i.e. w h ile  
the re  is ne ithe r dem and n o r supp ly  o f i t ,  so long there  
are no econom ic reasons fo r  in s t itu t in g  p rope r fore ign 
rates o f exchange. Therefore we consider th e  published 
fo re ign  rates o f exchange o f chervonetz roubles as 
a ltoge ther f ic tit io u s . W e are supported in  th is  v ie w  
b y  th e  fa c t o f a com ple te ly  unrea l re la tio n  between the  
fo re ign ra te  and the  home purchasing capac ity  o f the  
chervonetz. L e t us g ive a tab le  o f these ra tes* :—

Date. JK 
Parity ... 
Oct. 1, 1924 
J a n .1,1925 
March 1, „  
May 1, „
Ju ly 1, „
Sept. 1, „  
Nov. 1, „  
Jan. 1, 1926 
March 1, „

The purchasing capacity of 
the chervonetz ac­

cording to the all-Russian 
wholesale retail indexRate of exchange 

in  U.S.A. in  pounds
dollars. sterling.
5.146 1.057
5.148 1.156
5.161 1.091
5.155 1.082
5.155 1.064
5.148 1.057
5.148 1.059
5.141 1.061
5.141 1.060
5.135 1.057

index of of Statistics
Gosplan. of Labour.

10 10
6.09 5.21
5.81 5.06
5.46 4.89
5.09 4.57
5.32 4.71
5.79 5.30
5.71 4.98
5.46 4.76
5.16 4.45

W e see fro m  th is  tab le  th a t s im u ltaneously w ith  the  
g re a tly  decreased purchasing capac ity  o f th e  chervonetz 
a t home its  fo re ign  ra te , according to  the  “  free Moscow 
ra te ,”  is equal a lm ost to  p a r ity . T h is  can be exp la ined 
o n ly  in  one w ay, i.e. th a t  the  chervonetz is n o t a pay ing  
currency in  th e  W est. Perhaps in  th e  past the  “  fo re ign  
rates on th e  free Moscow Exchange ”  had  some im p o r­
tance, perhaps th e y  gave som ebody th e  illu s io n  of 
w ea lth . A t  present th is  illu s io n  has vanished. I n  the  
F rench  p u b lica tio n  a lready m entioned we f in d  the  
fo llo w in g  lines w ith  reference to  th is  : T o-day  (A p r il
15) the  chervonetz costs n o t m ore th a n  4 roubles in  
th e  re ta il trade . Since its  establishm ent its  purchasing 
capac ity  was never qu ite  so weak. I t  does n o t concern 
the  c itizen  in  the  least th a t  th e  chervonetz is a t p a r ity  
somewhere in  R iga or K h a rb in , i f  in  a Russian shop i t  
costs 4 roubles instead o f 10. T h is  c a la m ity  is fe lt  
every day, and i t  h its  the  c itizen  d ire c tly .”  |  Such is 
the  estim ate o f foreigners w ith  regard to  the  fore ign 
rates o f the  chervonetz. W o u ld  i t  n o t be m ore correct 
n o t to  pub lish  such rates a t a ll ? B e tte r a to ta l absence 
o f rates o f exchange th a n  th e  p u b lic a tio n  o f unrea l 
rates w h ich  create an im pression of some d o u b tfu l 
m ach inations in  th e  Soviet m one ta ry  p o licy .
"~ L e t us now  consider the hom e purchasing power o f the 
chervonetz. F ro m  our tab le  i t  can be seen th a t  th is  
capac ity  is s tead ily  decreasing. The chervonetz was 
f irs t  issued a t the  end of 1921. D u rin g  th e  t im e  o f its  
existence i t  has los t one h a lf o f its  purchasing capacity . 
H o w  far- are these rates o f home purchasing capac ity  
tru e  ? In  the  Ekonomischeskaya Obozrenie, N o . 10, 1925, 
we find  the  fo llow ing  observation on th is  p o in t :  
“ There is no doub t th a t  indices, p a r tic u la r ly  in  ou r 
atmosphere, are ve ry  cond itiona l. T hey  can b u t 
g ive a certa in  no tion  o f the  fluc tu a tion s  o f the  purchasing 
capac ity  o f chervonetz du rin g  a ce rta in  pe riod .”  Thus 
even th e  Soviet economists a d m it th a t  indices o f rates 
o f exchange do n o t g ive a precise estim ate o f the  
purchasing capac ity  of chervonetz. Russia is too  vast 
a c o u n try  and the  supp ly o f goods in  d iffe re n t regions 
varies. I n  one place there is an acute hunger fo r  goods, 
in  ano the r place th is  hunger is n o t fe lt  so s tro n g ly ; in

*Ekon. Obozrenie, March 1926. In  the last issues the rates 
are not given monthly as before.

f  Supplément au B u lle tin  Quotidien, No. 15bis, p. 4. A t present 
even some Soviet economists no longer pay attention to the 
foreign rate of the chervonetz. Thus in  Eicon. Obozrenie, No. 10, 
1925, we read : “  One cannot deny tha t in  the circumstances 
of the monopoly of foreign trade the rate of exchange of cher­
vonetz does not prove the stab ility  of the currency.”
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one place yo u  can b u y  m ore goods fo r  a chervonetz, in  
another less. The prices o f corn also v a ry  e x tra o rd in ­
a r ily . I t  is  suffic ient to  say th a t  in  A p r i l 1926 the 
difference in  the  price of a pood o f wheat in  the  Volga 
reg ion and in  S iberia reached 100 per cent. N a tu ra lly  
m oney costs d iffe re n t prices in  these regions. O ur 
tab le  dem onstrates th a t  the  decrease o f the  purchasing 
capac ity  o f the  chervonetz proceeds n o t ca tastroph ica lly , 
b u t w ith  a certa in  slow sequence. W ha t, then, is the 
exp lana tion  o f th e  recent e x tra o rd in a ry  a n x ie ty  shown 
b y  th e  Soviet G overnm ent in  regard to  the m oney 
c ircu la tio n  ? W e m ay say th a t  the  noise abou t the  fa ll 
o f Soviet currency was f irs t o f a ll made b y  the  B o l­
shevists themselves— b y  th e ir  Press and b y  speeches 
o f members o f the  G overnm ent. There are reasons 
fo r  th is  fac t. The Soviet leaders had to  fake  in to  
consideration th e  appearance o f m any special signs 
w h ich  gave evidence o f th e  fa ll o f the  chervonetz : the  
decrease o f the  vo lum e o f cu rre n t accounts, the  th ro w in g  
o f chervonetz on the m a rke t and the  in c lin a tio n  to  seek 
stable values. W e th in k  th a t, i f  th e  Bolshevists th e m ­
selves w o u ld  n o t shout so m uch abou t the  fa ll o f the  
chervonetz, its  decrease w ou ld  n o t be so noticeable. 
H o w  is one to  exp la in  th is  decrease ? U ndo ub te d ly  
the re  are some m u tu a lly  in terdependent factors, e.g. 
the  excessive issue of cu rrency w ith o u t ta k in g  account 
o f the  requirem ents o f the  general tu rn o v e r ; the  dearth  
o f com m odities, w h ich  creates speculation and an increase 
o f re ta il p r ic e s ; and th e  increase o f the  cost o f p roduc­
t io n  o f goods m anufactu red  b y  the  Soviet in d u s try . Is  
the  S oviet G overnm ent able to  rem ove the influence of 
these un favou rab le  fac to rs  on th e  m one ta ry  c irc u la tio n  ? 
There is no c e rta in ty  th a t i t  can do so. The State 
indus tries  b a d ly  requ ire  m oney, and a lthough  the 
Com m issariat o f F inance resists th e  pressure of the  
S.C .N .E., in  the  end the  R ed industries m ay  be v ic torious, 
and issues o f paper m oney w i l l  increase. F u rth e r, the  
cost o f p ro du c tion  o f goods, as can be observed a t present, 
w i l l  increase as the  m ach inery  is w earing o u t m ore and 
more. F in a lly , the  w o rk ing  o f factories a t fu l l  capacity  
and th e  obstacles to  an increased o u tp u t, due to  the 
lack o f m ach inery, w i l l  de lay p ro du c tion  and w il l  create 
cond itions fo r  the  rise o f re ta il prices and speculation. 
The fu tu re  harvest, the  results o f w h ich  i t  is too  early  
to  forecast y e t, w i l l  p la y  a great ro le w ith  regard to  
currency. W e sha ll n o t discuss how  the  G overnm ent 
can solve the  prob lem  o f reconstructing  its  m oneta ry  
c ircu la tio n . B u t w ith  regard to  the  past we can say th a t 
th e  m one ta ry  c ircu la tio n  was being re-established ve ry  
energetica lly  w ith  one hand and destroyed w ith  the 
same energy w ith  the  other. U n t i l  such p o licy  be 
e lim ina ted  m one ta ry  c ircu la tio n  in  Russia cannot be 
stabilised.

ECONOMIC SURVEY OP GREECE IN  1925.
(Continued.)

R e m it t a n c e s  p r o m  E m ig r a n t s .

L ik e  o the r countries (such as I ta ly ,  Spain, etc.) w ith  
an increasing p o pu la tio n  and res tric ted  ou tle ts  fo r  the 
a c tiv itie s  o f such po pu la tion , Greece possesses a m ate ria l, 
i f  unrecorded, source o f w ea lth  in  the  rem ittances to  th e ir  
re la tives a t home b y  Greek em igrants.

The im portance of th is  c o n trib u tio n  to  the  finances 
o f the  n a tio n  is su ffic ien t to  cause Oikonomologos 
to  devote to  i t  an a rtic le  in  its  survey o f economic 
cond itions d u rin g  1926.

D u rin g  the  year under rev iew  the rem ittances to  th e ir  
fam ilies  fro m  Greek settlers in  fo re ign countries declined 
fro m  £8,500,000 (s terling) to  £6,547,121. These figures 
are approx im ate , as th e y  o n ly  com prise such sums as have 
been re m itte d  th rou gh  banks, and are exclusive o f those 
transfe rred fro m  bank  to  bank  in  the  o rd in a ry  course 
o f business, o f those sent th rou gh  the  post in  Am erican 
notes o r b ro ug h t hom e b y  trave lle rs . The abundance 
o f such notes on the  Greek m arke ts is apparent, where 
th e y  fe tch  a p rem ium  o f 40 lep ta  per d o lla r instead of 
15 lep ta , the  ra te  on d ra fts  and m oney orders.

The rem ittances th rou gh  banks in  1925 are made up  
as fo llow s —

National Bank of Greece ...............£ 2,233,009
Other banks ......................................  4,324,121

Total ...................................... £6,547,121
Rem ittances fro m  A m erica, however, are sub ject to  

various influences. I n  the  f irs t place the  num ber of 
Greek em igrants declined fro m  21,462, the  annual 
average fo r the  years 1911 to  1919, to  2,469, the  annual 
average fo r  the  pe riod  1919 to  1923, and the  U n ite d  States 
Im m ig ra tio n  A c t o f 1924 reduced th is  p ro p o rtio n  to  a 
m in im um , as i t  o n ly  pe rm its  the  e n try  o f 250 Greeks 
a year. W hereas em igran ts fro m  Greece num bered 
32,528 d u rin g  the  f irs t  h a lf o f 1924, th e y  o n ly  am ounted 
to  27,781 d u rin g  the  corresponding pe riod  o f 1925. B u t 
in  a d d itio n  to  the  reduc tion  in  the  num ber o f em igrants, 
th e ir  rem ittances are also affected b y  the  p o lit ic a l 
s itu a tio n  o f Greece and the  va lue o f her currency. The 
m a x im u m  am oun t o f rem ittances, some £15,000,000, 
was recorded d u rin g  the  period o f Greece’s extension of 
te r r ito ry  a fte r the  w ar, when the drachm a stood a t par, 
b u t declined to  h a lf th a t am oun t a fte r the  na tion a l m is 
fortunes and the  deprecia tion of the  drachm a. I f  
rem ittances in fluence the  ra te  o f exchange, the  la tte r  
also reacts upon the  form er, and d is tru s t o f the  drachm a 
affords an exp lana tion  o f the  investm en t o f la te  o f the  
savings of Greek em igran ts in  real estate in  the  U n ite d  
States. A t  a m oderate estim ate the  cap ita l o f Greeks in  
Am erica  m ust am oun t to  a m il lia rd  do llars, a m ig h ty  
n a tion a l force, the  beneficent effects o f w h ich  have made 
themselves fe lt  in  the  past n o t o n ly  in  suppo rt o f the  
n a tion a l business, b u t also in  the  economic re lie f o f the 
a g ric u ltu ra l p o p u la tio n  and in  the  execution o f works of 
na tiona l bene fit, especially in  the  Peloponnese.

This source of w ea lth  is, however, g ra d u a lly  d ry in g  
up  fro m  various causes, o f w h ich  the  p r in c ip a l a re : the 
g radua l A m erican isa tion  o f Greek em igrants, th e ir  d is ­
tru s t o f th e ir  na tive  c o u n try  ow ing to  the  laws fro m  tim e  
to  tim e  passed concerning bank  deposits in  fore ign c u r­
rencies, the  deprecia tion o f the  drachm a, the  crisis in  
Am erica  due to  the  excessive apprec ia tion  o f the  do lla r, 
and f in a lly  the  lack  o f concern shown b y  the  Greek 
G overnm ent fo r  the  organ isation and suppo rt o f Greek 
cu ltu re  in  A m erica , and fo r encouraging the  re p a tr ia ­
t io n  o f em igrants.

T h e  P o s t  O f f ic e  Sa v in g s  B a n k s .

The Post Office Savings Banks, in s titu te d  in  1915, 
showed in  th e ir  balance-sheet fo r  1925 53,196 depositors, 
representing a cap ita l o f Dr.62,756,129. A t  the  end of 
the  f irs t s ix  m onths o f the  year the num ber o f depositors 
was 60,272 and the  am oun t o f deposits Dr.86,271,144. 
I t  should be observed th a t  the  Post Office Savings Banks 
have increased th e  l im it  o f deposits fro m  D r. 10,000 to  
D r. 25,000, w ith  in te rest s t i l l  a t 5 per cent.

The im portance  o f these in s titu t io n s  m ay be judged 
fro m  the fo llow ing  tab le  showing the  operations o f the 
Savings Banks d u rin g  the  s ix years up  to  the  close of 
1924 (in  drachm as) :—

Year.
Books
issued.

Books
cancelled. Deposits.

W ith­
drawals.

Deposits
payable.

1919 ... 4,219 181 5,020,467 1,849,311 3,171,156
1920 ... 3,269 323 4,087,660 3,780,680 306,980
1921 ... 5,547 307 8,269,415 4,187,729 4,081,686
1922 ... 5,572 577 13,467,413 8,908,386 4,559,027
1923 ... 7,320 630 37,118,209 19,442,308 17,675,901
1924 ... 12,384 839 69,519,848 42,657,050 26,862,798

The balance-sheet o f w h ich  the  above tab le  is an 
ab s tra c t shows th a t  in  1924 the  Savings B a n k  o f A thens 
he ld f irs t place w ith  deposits o f 22 m illions  and w ith ­
drawals o f 17 m illions .

T h e  C o s t  o f  L i v i n g .

The cost o f l iv in g  showred a considerable increase 
d u rin g  1925, as m ay  be judged fro m  th e  fo llow ing  
m o n th ly  index  num bers o f the  cost o f l iv in g  in  A thens 
fo r  1924 and 1925, published b y  the  N a tio n a l B an k  o f
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Greece, accompanied b y  the  m o n th ly  rates o f exchange 
on London

1924. 1925.
Ex- Index Ex- Index

change, numbers, change, numbers.
Figures for 1914 ... 25 100 25 100
January ... 223 1,325 261 1,416
February ... 252 1,313 295 1,420
March ... 263 1,359 309 1,449
A p r i l ... ... 238 1,343 269 1,419
May ... ... 216 1,285 270 1,408
June ... ... 249 1,240 293 1,498
J u ly .............. ... 254 1,324 304 1,472
August ... 249 1,318 316 1,484
September ... ... 250 1,331 332 1,503
October ... 258 1,369 358 1,547
November ... ... 257 1,429 366 1,610
December ... 260 1,436 476 1,644

Taken qu a rte rly , the  average index number's fo r the
tw o  years were as fo llow s :—-

1924. 1925.
Increase 
in  1925.

1st quarter ... 1,332 1,428 7.2 %
2nd „ ... 1,289 1,432 U . l  %
3rd ,, ... 1,324 1,486 12.2 %
4th „ ... 1,411 1,600 13.4 %

F ro m  th e  above figures i t  w i l l  be seen th a t the  cost of 
l iv in g  in  A thens d u rin g  the  past year increased appreci­
a b ly  in  com parison w ith  the  preceding year.

The fa ll o f the  exchange n a tu ra lly  affected the  price of 
foodstuffs, fue l and tex tile s , and a fu r th e r c o n trib u to ry  
fa c to r was un do ub te d ly  the  increase of rents, b u t these 
tw o  factors were n o t alone responsible fo r  the  rise in  the  
cost o f liv in g , w h ich  is com m on to  m ost countries, the 
causes o f w h ich  were d u ly  discussed a t the  In te rn a tio n a l 
T rade Congress he ld  in  Rom e la s t year, a t w h ich  37 
countries were represented. These causes, n o ta b ly  a 
depreciated exchange, the m a in  cause o f the  increased 
cost o f l iv in g  in  any cou n try , and th e  subs id iary  causes 
ind ica ted  a t the  Congress, such as h igher standards of 
liv in g , increase o f ta x a tio n  and wages, reduced p roduc­
t io n  due to  the  declin ing  y ie ld  fro m  labour, were especi­
a lly  aggravated in  th e  case o f Greece, essentia lly an 
a g ricu ltu ra l cou n try , b y  th e  depression in  ag ricu ltu re  
la rge ly due to  the  sudden increase o f the  po pu la tio n  
caused b y  th e  in flu x  o f Greeks fro m  A sia M in o r and 
o ther countries, w h ich , w h ile  la rge ly  increasing the 
consum ption o f a g ric u ltu ra l produce, has fo r various 
reasons n o t b ro ug h t abou t a corresponding increase of 
a g ricu ltu ra l produce.

A g r ic u l t u r a l  P r o d u c t io n .— 1. T o b a c c o .

La s t year’s tobacco o u tp u t, 
1924, is shown below  (in  tons)

as com pared w ith  th a t

1924. 1925.
Continental Greece (pre-war) ... 7,754 14,180
Thessaly..............  ............... 8,002 10,166
Epirus ...............* ................ 357 448
Peloponnese 2,800 3,964
Islands ... .......................... 5,164 8,526
Macedonia ... .............. 12,000 15,426
Thrace ... ... .............. 2,833 3,141

Total .......................... 38,910 55,771

of

Accord ing to  the  re tu rns  of the V o lo  Tobacco Dealers’ 
Association, the  1924 o u tp u t corresponds to  th e  p roduc­
t io n  fro m  470,488 strem m ata (abou t 47,049 hectares, 
the strem m a being 1,000 square m etres) d is tr ib u te d  as 
fo llow s : 84,748 s trem m ata in  Thessaly, 6,172 in  E p irus , 
142,641 in  Macedonia, 36,105 in  Thrace, 98,520 in  p re ­
w a r con tinen ta l Greece, 15,250 in  the  Morea, and 
15,835 in  the  islands.

The increased o u tp u t of las t year is due to  the  exten­
sion of the  area p lan ted  w ith  tobacco b y  180,000 
strem m ata. T ak in g  the  y ie ld  a t 70 kg. per strem m a, 
the  increased o u tp u t fo r  1925 w i l l  be found  to  correspond 
p ra c tic a lly  to  the  extended area under cu ltiv a tio n . 
The q u a lity  is superior to  th a t of the  1924 crop, except 
in  M acedonia and Thrace, where i t  is  ra the r lower.

In  the  o ther B a lkan  States (the in he rito rs  o f T u rk ish  
tobacco since the  B a lkan  wars) the  y ie ld  in  1925 was as 
fo llow s : B u lga ria , fro m  a c u ltiv a te d  area of 450,000

s trem m ata, o r 24,000 s trem m ata m ore th a n  las t year, the  
o u tp u t wa3 o n ly  30,000 tons, as against 38,135 tons in  
1924, the  decline being due to  cold weather and pests ; 
Y ugo-S lav ia , 32,000 tons, as against 30,609 to n s ; 
R um an ia , 19,000 tons, as against 13,000 to n s ; and 
T u rkey , 47,000 tons, as against 60,008 tons.

The o u tp u t of o ther European tobacco-grow ing 
countries in  1924 was : G erm any, 16,300 tons ; France, 
24,430 to n s ; I ta ly ,  41,320 tons ; H u ng ary , 19,000 
tons ; Czechoslovakia, 5,710 tons ; and B e lg ium , 6,820 
tons. O utside Europe, the  U n ite d  States produced
563.000 tons in  1924 and 581,823 tons in  1925, and China
184.000 tons in  1924 and 220,000 tons in  1925.

The va lue  of the  Greek tobacco o u tp u t in  1925 m ay 
be a p p ro x im a te ly  estim ated a t D r .2,509,695,000.

H om e consum ption o f the  tobacco produced is 
re la tiv e ly  ve ry  small. I n  1924 the  factories produced 
5,298,876 kg. o f prepared tobacco, as against 5,369,278 kg. 
in  1923, w h ich  in  v iew  o f th e  spread o f tobacco c u lt iv a ­
t io n  and th e  increase o f th e  p o p u la tio n  in  1924 cons ti­
tu tes a m arked  decline, w h ich  can on ly  be a ttr ib u te d  to  
the  g ro w th  of con traband and clandestine consum ption  
am ong th e  ru ra l popu la tions, w h ich  w i l l  bo la rge ly  
checked b y  the  p ro h ib it io n  of the  sale of tobacco in  
packets as fro m  Janua ry  1, 1926. I n  order to  appreciate 
the  e x te n t of clandestine consum ption of tobacco b y  a 
po p u la tio n  l i t t le  addicted to  c igare tte  sm oking i t  w il l 
suffice to  note th a t  packet tobacco represents 37 per cent, 
of the  to ta l consum ption. A  fu rth e r p ro o f is a ffo rded b y  
the  fa c t th a t  th e  offic ia l annual consum ption  per head of 
the p o pu la tio n  is 757 grammes, as against 902 grammes 
in  B u lga ria , 1,440 grammes in  France, 1,370 in  Great 
B r ita in , 1,507 in  Czechoslovakia, 1,359 in  Spain, 1,546 in  
Sweden, and 2,658 in  the  U n ite d  States.

F ro m  the  raw  tobacco en te ring  th e  factories d u rin g  
the  year (1924) there issued 3,791,582,960 machine-m ade 
cigarettes, 66,726,000 hand-m ade, and 66,726,000 packets 
o f tobacco, the  equ iva len t o f 768,843,680 cigarettes, 
g iv in g  a to ta l o f 4,627,152,640 cigarettes a year, or 
12,853,202 a day, w h ich , es tim a ting  the  num ber of 
smokers a t tw o  m illio n , o r on e -th ird  on ly  o f th e  to ta l 
popu la tion , gives an allowance of s ix  c igare ttes per head 
per day, w h ich  is obv ious ly  absurd. A  fu rth e r p roo f of 
i l l ic i t  m anufacture  is g iven b y  the  o ffic ia l consum ption  
o f cigars, w h ich  works o u t a t 2,200 cigars a day fo r a 
po pu la tio n  o f tw o  m illio n  smokers.

The y ie ld  fro m  the taxes on tobacco consum ption  is 
as fo llow s (in  m illio n s  o f drachm as) :—

Nature of tax.
Tax on wrappers 
Industrial tax
Tax on tobacco workers 
Price of cigarette papers 
Proportion of compulsory loan

Total

1923-24. 1924-25.
469.4 615.0

6.9 9.7
13.1 18.6
20.0 22.2
22.4 24.6

532.1 690.3

The ta x  on tobacco consum ption was doub led in  1925, 
am oun ting  to  D r. 172 per kg. on tobacco and sm all 
cigarettes know n  as dames, D r. 176 per kg. on cigare, and 
Dr.212 per kg. on fore ign cigarettes, w ith  a general 
supplem entary ta x  of D r. 15.80, to  w h ich  a fu r th e r  D r.20 
was added in  February  1926.

In  1925 the  factories m an ip u la te d  5,983,389. kg . o f 
tobacco, w h ich  gives an excess consum ption  o f 684,5 Î 3 
kg. com pared w ith  1924. T h is  circum stance, the  effect 
o f the  re s tr ic tio n  of contraband, is the  m ore rem arkab le 
th a t  the  ta xa tio n  of consum ption increased in  1925 as 
was the  case in  almost every cou n try . F ro m  the raw  
tobacco supplied to  the factories d u rin g  1925 were 
m anu fac tu red  4,361,897>760 m achine-m ade cigarettes, 
58,533,520 hand-made, and 31,483,890 packets of 
tobacco equ iva len t to  693,503,360 cigarettes. T h is  
o u tp u t gives a consum ption o f 5,113,924,640 c iga r­
ettes a year, or 14,200 a day, being seven cigarettes 
per head on a sm oking po p u la tio n  o f tw o  m illio n , 
w h ich  i f  s t i l l  below a c tu a lity  shows a certa in  re s tr ic tio n  
o f contraband. As regards cigars, 7,542 kg. were taxed 
d u rin g  the  year as against 4,100 in  1924, corresponding
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to  a consum ption  of 1,508,400 cigars a year, an am ount 
s t i l l  sm all fo r  a p o p u la tio n  o f tw o  m illio n  smokers. O f the  
cigars consumed 5,356 kg. were im p o rted , the  rem ainder 
be ing m anu fac tu red  a t th e  T ricca la  fa c to ry .

The ta x  on tobacco consum ption  fo r  the  calendar year 
1925 rea lised Dr.848,165,733, an increase o f D r. 
193,852,891 on th e  y ie ld  fo r  1924, o f w h ich  D r .43 m ill,  
was due to  increased ta x a tio n  and D r. 150 m ill,  to  
increased consum ption.

The num ber o f tobacco fac tories  a t w o rk  th rou gh ou t 
th e  c o u n try  is 74, w h ich  is o u t o f p ro p o rtio n  to  the  
lim ite d  home consum ption  o f tobacco. O f these factories 
56 belong to  th e  State and  18 to  p r iv a te  owners under 
S ta te  superv is ion . O f th e  S ta te  factories 28 (one hah) 
are com p le te ly  in s a n ita ry  and  unsu itab le  fo r  th e ir  purpose. 
I n  v ie w  o f the  fa c t th a t  the  m a jo r ity  o f these factories 
are v e ry  sm all— d u rin g  la s t yea r 20 o f the m  were 
responsible fo r  th e  p ro d u c tio n  o f 5,271,602 kg. of 
tobacco, th e  o th e r 54 o n ly  p ro du c ing  712,387 kg . between 
th e m — we are forced to  th e  conclusion th a t  th e  speedy 
suppression o f the  superfluous factories is necessary, n o t 
o n ly  in  order to  save re n t and wages, b u t  fo r  the  sake of 
m ore com plete superv is ion  under m ore s a n ita ry  con d i­
tion s  fo r  the  whole w o rk in g  sta ff.

The tab le  g iven  above shows the  y ie ld  fro m  th e  taxes 
on tobacco consum ption  d u rin g  th e  year under rev iew  
and th a t o f the  preceding year, b u t in  order to  appreci­
ate the  im portance  o f tobacco p ro d u c tio n  to  the  na tio n a l 
revenue the  y ie ld  fro m  the  ta x a tio n  of tobacco in  every
fo rm  shou ld  be considered, as shown in  the  
tab le  ( in  m illio n s  o f drachm as) :—

fo llo w in g

Nature of tax. 1923-24. 1924-25.
Land tax ...................................... 150.1 209.0
Supplementary tax for the refugees... 26.0 26.6
Special contribution ... 3.2 29.6
Tax on land insurance 30.0 41.8
Proportion of compulsory loan 15.0 20.9
Export duty .......................... 64.3 35.3

Total .......................... 289.0 417.0
Tobacco, as Greece’s ch ie f a g r ic u ltu ra l p ro du c t, is her 

m ost im p o rta n t source fo r  the  acq u is ition  o f fore ign 
currency  in  p a ym en t o f its  expo rt, th e  am oun t o f w h ich  
is shown be low  ( in  m e tric  to n s ) :—

Country. 1921. 1922. 1923. 1924. 1925.*
Germany... 10,518 15,402 8,782 18,520 6,669
Un. States 4,487 9,393 1,857 7,876 7,202
Ita ly 1,693 3,200 2,895 6,235 3,439
Holland ... 2,800 1,832 1,857 3,038 771
Egypt ... 3,428 3,057 1,804 1,822 1,191
Belgium ... 682 778 1,771 1,338 521
Gt. Britain 505 908 287 557 473
France ... 151 524 73 204 69
Others ... 1,936 1,658 2,036 1,292 555

Total 26,201 36,754 21,365 41,885 20,893
* Tor the first six months .

On the  basis o f the  o u tp u t fo r  th e  f irs t  s ix  m onths 
o f th e  year o f nea rly  21 m illio n  kg ., and on the  analogy 
o f the  to ta l o u tp u t fo r  1924 o f 41.8 m ill,  kg., o f w h ich  
abou t 20 m il l.  kg . was produced in  th e  f irs t  ha lf, the  
to ta l o u tp u t fo r  the  cu rre n t year m ay  be estim ated a t 
some 41 m il l.  kg . T a k in g  th e  average price  o f th is  
o u tp u t a t D r.45  per kg., we have a to ta l va lue of D r. 
1,880,873,280, o r, a t  the  average ra te  o f D r .312 to  the  £, 
£6,028,440 sterling .

F o rtu n a te ly  the  G overnm ent, a t leng th  aw akening to  
th e  im portance o f th is  source o f revenue, revised its  
o rig in a l oppressive p o lic y  tow ards tobacco, and b y  Decree 
o f Decem ber 24, 1925, suppressed th e  taxes unde r 18 
heads w h ich  composed th e  to ta l ta x  on tobacco, and 
reduced i t  to  16 pe r cent., w ith  an ad d itio n a l 10 per cent., 
th e  share o f the  forced loan a ttr ib u ta b le  to  tobacco.

B y  Decree o f O ctober 31, 1925, th e  G overnm ent 
created in  V o lo , Salonica and Cavalla offices fo r  the  
p ro te c tio n  o f tobacco d iv id e d  in to  departm ents fo r  
trade , p ro d u c tio n  and labour, o f w h ich  the  functions 
are the  p ro m o tio n  o f tobacco p ro d u c tio n  and trade  b y  
th e  in s titu t io n  o f experim enta l farm s, the  d is tr ib u tio n  
o f selected seeds and o f m anure, too ls  and  m ach inery , 
b y  the  suppression o f ad u lte ra tio n , resistance to  u n fa ir

com petition , and b y  the  se ttlem ent o f differences 
between producers and dealers.

B y  Decree o f J u l y ^ l l  the  G overnm ent suppressed 
A c t  N o . 2,896 o f 1922, so in ju r io u s  to  the  tobacco 
in d u s try  b y  burden ing  th e  exp o rt o f tobacco w ith  d is ­
p ro po rtiona te  costs o f p roduc tion .

The s itu a tio n  o f the  in d u s try  a t th e  end o f the  
year under rev iew  m ay be summed u p  as fo llows. 
The reduc tion  a t the  end of 1924 o f th e  disastrous 
exp o rt d u ty  to  2 per cent, came too la te , and  the 
p re ju d ic ia l effect on the  in d u s try  o f the  h igh  cost of 
p ro d u c tio n ,’th e  A c t  o f 1922 being s t i l l  in  force, the  
dem and fo r cheap tobacco, and th e  increase o f tobacco 
c u lt iv a tio n  in  the  o ther B a lkan  States were so 
m an y  c o n tr ib u to ry  factors to  the  fa ll in  prices. La s t 
year b ro ug h t w ith  i t  a m ore extensive p ro du c tion , 
an  increase o f im p o rt du ties on tobacco im p o rte d  in to  
G erm any, a continuous tendency o f the  w o r ld ’s m arke t 
tow ards cheap tobaccos and a corresponding tendency 
in  the  U n ite d  States to  use Greek tobacco fo r  b lend ing  ; 
b u t  i t  also b ro ug h t w ith  i t  the  rem ova l o f the  p ro ­
h ib it io n  to  exp o rt raw  tobacco, w h ich  reduced apprec i­
a b ly  the  cost o f the  com m od ity . Thus the  e xp o rt was 
no low er th a n  in  1924, and the  o u tp u t found  a m a rke t 
in  sp ite  o f h igh  rates on loans and the  sca rc ity  o f 
bank  credits.

The stagna tion  o f the  Greek tobacco trade  is due 
n o t so m uch to  ove r-p roduc tion  as to  the  price o f Greek 
tobacco. M any countries p roduc ing  cheap tobacco have 
increased and con tinue to  increase th e ir  o u tp u t w i th ­
o u t in c u rr in g  any crisis in  the  in d u s try , ow ing to  the  
g row ing  dem and fo r  tobacco th ro u g h o u t th e  w o rld . 
W h a t is requ ired is the  red uc tio n  to  the  u tm o s t l im it  
o f the  cost o f p ro du c tion  fro m  p la n tin g  to  sh ipm ent, b y  
fo llo w in g  the  general tendency tow ards cheap tobacco. 
The p ro te c tio n  o f the  Greek com m o d ity  b y  com m ercial 
conventions, the  encouragement o f th e  e xp o rt o f c iga r­
ettes b y  th e  suppression o f im p o rt du ties on raw  m a te ria l, 
the  g ra n t b y  the  G overnm ent, b y  special in s titu tio n s  
o r b y  the  N a tio n a l B a n k  o f la rger and  m ore system ­
a tic  cred its  to  the  in d u s try , the  red uc tio n  of ra ilw a y  
rates and fre igh ts  on tobacco— a measure a lready adopted 
b y  Y ugo-S lav ia— such are the  measures w h ich  the  
G overnm ent m ust n o t hesita te  to  adop t w ith  the  new 
tre n d  o f its  tobacco po licy .

[ In  the fourth paragraph on p. 115 of last issue the Treasury 
bonds were said to be redeemable from A p ril 1, 1927, to A p ril 1, 
1948 : the la tter year should have read 1938.]

(To be continued.)
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up  to  the  l im it  o f th e ir  p re -w ar p ro p o rtio n  to  th e  va lue
FRANCE

P O L I T I C A L  A N D  F I N A N C I A L
Financial Reform.— A  series o f im p o rta n t measures 

have been proposed b y  th e  G overnm ent and carried 
th ro u g h  P a rliam e n t, where th e y  m e t w ith  l i t t le  resist­
ance. W hen the  ra te  of exchange o f th e  franc  had 
reached 240 to  th e  £ and a general pan ic seemed im m i­
nen t P a rliam e n t realised th a t  the  tim e  had  come to  
accept any measures proposed fo r  th e  sa lva tion  o f the  
currency. M . Poincare in  h is  proposals fo llow s th e  m ain  
lines o f th e  E xp e rts ’ recom m endations. I t  w i l l  be 
rem em bered th a t  M . C a illaux th o u g h t th e  fresh burden 
o f ta x a tio n  proposed b y  th e  E xpe rts  to o  heavy (5 
m illia rd s  in  1927) and reduced i t  to  3 m illia rd s . The 
effect o f M . Poincare’s proposals, w h ich  are a lready law , 
was to  in troduce  new taxes and increase th e  o ld  ones 
so as to  add to  the  fiscal burden of F rance 2 m illia rd s  in  
1926 and 9 m illia rd s  in  1927, a figu re  w h ich  exceeds 
ve ry  considerab ly th a t  proposed b y  th e  E xpe rts . The 
y ie ld  o f th e  new taxes is in tended to  p rov ide  the  neces­
sary resources fo r  ex tra -b ud ge ta ry  paym ents (the 
so-called “  T reasury charges ” ) as w e ll as fo r  supple­
m e n ta ry  expend itu re  n o t inc luded in  the  B udge t fo r 
1926.

A ccord ing  to  th e  fu l l  and e x p lic it  re p o rt su b m itte d  b y  
M . Cheron, th e  General R epo rte r o f the  F inance Com ­
m itte e  o f th e  Senate, th e  paym ents w h ich  th e  T reasury 
has to  m eet in  1926 are as fo llow s (in  m illio ns  of francs)

............. 125Repayment of short term internal debt 
Repayment of external debt (£2 m illion to the British 

Treasury, £3.5 m illion  to the Bank of England, etc.) 
Interest on advances due to the Bank of France 
Supplementary expenditure—

Civil service, army and pensions 
Syria and Morocco

Against this sum there w ill be available out of 
German payments (after deduction of various 
expenditure for reconstruction, etc.)

1,160
400

869
300

2,854

830

2,024Net to ta l ...............
As fa r  as n e x t year is concerned, the  G overnm ent 

contem plates th e  repaym ent o f a ce rta in  p o rtio n  of 
the  7 m illia rd s  o f T reasury bonds w h ich  m ature  
d u rin g  the  year, and considers th a t  adequate resources 
m ust be p ro v id ed  to  meet the  demands o f th e  holders 
(say 3,860 m illio ns ). The to ta l needs o f the  T reasury 
are there fore as fo llow s (in  m illio n s  o f f ra n c s ) :

Repayment of internal de b t...............
Repayment of external debt ••• •••
Supplementary expenditure to be included in  the 

Budget for 1927 ..................................................

3,860
3,740

2,300

Total ......................................  9.9°°

A llo w in g  1,000 m illio ns  fo r  the  availab le  balance of 
G erm an paym ents, the  new resources to  be fou nd  w ill 
am oun t to  some 9 m illia rd s  of francs.

I t  m ust be no ted  th a t  th is  is the  f irs t  t im e  since the  w ar 
th a t  so lid  resources w i l l  be p rov ided  fo r  the  repaym ent of 
debt, instead o f these m a tu ritie s  be ing p a id  b y  means 
o f fresh advances fro m  the  B a n k  o f France, as has been 
th e  practice  h ith e rto . I t  m ust also be observed th a t  in  
the  present cond itions a conversion loan is o u t o f the  
question, and ta x a tio n  is there fore th e  o n ly  sound means 
o f m eeting these paym ents.

The la w  o f A ugust 3 im posing th e  new taxes gives 
the  G overnm ent large powers in  various d irec tions. I n  
the  f irs t  place, M in is te rs  are a llow ed to  in troduce  econ­
omies in  th e  m anagem ent of G overnm ent a ffa irs by- 
abolish ing various posts and reducing the  s ta ff. B u t 
th e y  are also empowered to  f ix  b y  decree th e  rates of 
d iffe re n t k in ds  o f taxes and duties. The new law  
pe rm its  th e  G overnm ent to  increase the  Excise duties

o f the  goods, b u t  no ra te  is specified and th e  du ties are 
to  be established b y  decree. A  new ta x  on tra n s p o rt is 
appo in ted, to  y ie ld  some 1,500 m illio ns  a year. The ra te  
is  32.5 per cent, on passengers’ tic ke ts  and 11.5 per cent, 
on the  tra n s p o rt of m erchandise. A  supp lem enta ry ta x  
is also im posed on autom obiles and tra n sp o rt b y  watex- 
ways. The same p rinc ip le  as in  th e  case of th e  Excise 
is app lied  to  Customs d u t ie s : th e  G overnm ent is 
empowered to  establish b y  decree coefficients w h ich  are 
to  be app lied  to  the  Customs ta r iffs  in  order to  sec m e to  
hom e industries  th e  necessary p ro te c tio n  w h ich  th e y  
have lo s t because of the  deprecia tion  of th e  franc. Thus 
th e  G overnm ent is le ft  th e  r ig h t  to  increase th e  Customs 
duties. The tu rn o ve r d u ty  is fix e d  a t th e  f la t  ra te  of 
2 per cent., w h ich  also means an increase fo r  ce rta in  
businesses w h ich  heretofore were sub ject to  a sm aller 
d u ty . I t  is  in te resting  to  note th a t  the  G overnm ent is 
g iven  th e  power to  abolish th e  ‘ ' lu x u ry  ta x  in  the  case 
o f such F rench  exports as th is  ta x  prevents fro m  com ­
pe ting  w ith  fo re ign  goods. So m uch fo r  th e  p r in c ip a l 
item s o f in d ire c t ta xa tio n .

As regards d irec t ta x a tio n , M . Poincare’s idea is to  
reduce th e  super-tax  (the general incom e ta x )  w h ile  
increasing th e  rates o f th e  ta x  im posed on d iffe re n t 
schedules o f incom e. The m a x im u m  ra te  o f th e  super­
ta x  is fixe d  a t 30 per cent, of th e  incom e, instead o f 50 
per cent. On th e  o ther hand, the  incom e ta x  on  ca p ita l 
re n t, on  in d u s tr ia l p ro fits , on salaries and  wages is 
increased b y  50 per cent. A  v e ry  considerable increase 
in  ta x a tio n  is imposed on a g ric u ltu ra l incom e : n o t 
o n ly  is th e  ra te  o f the  ta x  fix e d  a t 12 per cent, instead 
o f 7.2 per cent., b u t a m ethod  of ca lcu la ting  th e  incom e 
is in tro du ced  w h ich  a lm ost doubles the  am o un t liab le  
to  ta x a tio n . The land  ta x  is also considerab ly increased. 
The expected y ie ld  of these increases in  d ire c t ta x a tio n  
am ounts to  some 2,800 m illio n s  per annum .

A  re fo rm  is also in tro du ced  in  th e  le g is la tio n  on 
succession duties, w h ich  in  oe rta in  cases am ounted to  
as h igh as 80 per cent, o f th e  succession. The new 
la w  fixes the  m ax im um  ra te  a t 40 per cent. T h is  and 
ce rta in  o ther am endments in c lin e  the  G overnm ent to  
expect th a t  declarations as a resu lt w i l l  be m ore in  
keeping w ith  the  t ru th ,  and th a t  a p a r t  a t least o f the  
ex is ting  fra u d  w i l l  be preven ted b y  th is  lib e ra l leg is la tion . 
As a consequence the  G overnm ent is o f op in ion  th a t  
th is  re fo rm  w i l l  produce abou t 1,000 m illio n s  o f fresh 
revenue.
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with British machines ” —vide Daily Press. Follow this splendid 
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W e now  come to  a question w h ich  occupies a separate 
place in  M . Poincare’s scheme, the  S in k in g  and M anage­
m en t F u n d  fo r  th e  N a tio n a l Defence bonds. T h is  fund , 
proposed b y  th e  E xpe rts , is  established w ith  a v ie w  to  
manage and redeem th e  m ost dangerous p a r t  o f the  
n a tio n a l lia b ilit ie s , th e  F lo a tin g  D e b t (see T h e  E c o n o m ic  
R e v i e w , J u ly  1 6 ). The p r in c ip a l resources o f th is  
fu n d  w i l l  be (1) th e  y ie ld  o f th e  succession duties, (2) 
th e  y ie ld  o f a special 7 per cent, e x tra o rd in a ry  ta x  (to  
be collected once o n ly ) on a ll transfe rs o f rea l estate, 
business and goodw ill, and (3) th e  revenue fro m  th e  
tobacco m onopo ly  and va rious  o ther item s. (The 
G overnm ent believes th a t  th e  B udge t w i l l  balance even 
w ith o u t th e  y ie ld  of the  succession duties, and there fore 
proposes a special a lloca tion  o f these.) O u t o f these 
receipts the  fu n d  is to  repay th e  bonds when aske d ; 
th e y  m ust also take  a ll necessary measures fo r  the  consoli­
da tio n  o f th e  F lo a tin g  D ebt. The sta tutes o f th e  fu n d  
w i l l  be inc luded  in  th e  C o ns titu tio n , and the  fu n d  w i l l  re ­
rem a in  in  existence u n t i l  th e  F lo a tin g  D e b t is f in a lly  
liq u id a te d . As fo r  th e  cu rre n t needs o f the  T reasury, 
new bonds can be issued up to  th e  l im it  of 5 m illia rd s .

F in a lly  the re  is th e  measure w h ich  pe rm its  th e  B a n k  
o f F rance to  purchase go ld  and fo re ign  b ills  a t th e ir  
m a rke t va lue in  order to  con s titu te  w h a t is called a 
“  masse de manoeuvre,”  a fu n d  fo r  th e  m it ig a t io n  o f 
exchange fluc tua tions . N o t u n t i l  th is  la w  was carried  
th ro u g h  P a rliam e n t had th e  B a n k  the  r ig h t  to  purchase 
go ld  a t a p re m ium  over its  legal va lue  in  francs. B u t 
w h a t is m ost im p o rta n t, th e  fresh notes issued b y  the  
B a n k  in  order to  b u y  go ld  and fo re ign  b ills  w i l l  n o t be 
inc luded  in  th e  to ta l am o un t o f notes sub ject to  legal 
l im ita t io n  (58.6 m illia rd s  be ing the  m a x im u m  am ount). 
I t  m us t also be observed th a t  the  B a n k  o f F rance has 
ra ised its  d iscoun t ra te  b y  1 j  per cent., fro m  6 to  7J per 
cent. The ra te  o f in te res t on T reasury b ills  has also 
been increased. T h is  seems to  be a beg inn ing o f 
m on e ta ry  re s tr ic tio n  in  France.

The vigorous measures proposed b y  M . Poincare m et 
in  general w ith  a v e ry  good Press. Nevertheless 
ob jections have been raised against va rious pa rts  o f 
h is program m e. I n  the  o p in ion  o f the  L e ft  (the 
Socialists and a section of th e  R adica ls) the  financ ia l 
d ifficu ltie s  o f F rance cannot be solved in  th a t  w ay. 
The la rge increase in  in d ire c t ta x a tio n  w ill,  according 
to  them , lead on ly  to  h igher prices and w i l l  the re fore 
p rovoke  fresh no te  issues. Besides, th e y  th in k  i t  is a 
bu rden w h ich  w i l l  be borne exc lus ive ly  b y  the  w o rk in g  
classes. T hey  also p ro tes t against several lib e ra l 
measures in  fa vo u r o f those pa y in g  h ig h  rates o f d irec t 
ta x a tio n . I n  th e  op in ion  o f the  L e ft,  th e  bu rden 
im posed on the  n a tio n ’s w e a lth  b y  the  w a r can on ly  be 
m e t b y  a le v y  on everyone’s means b y  a C ap ita l Le vy .

I t  is  necessary to  note, on th e  o the r hand, th a t  the  
F inance C om m ittee  of th e  Senate th o u g h t th e  increase 
in  th e  rates o f d irec t ta x a tio n  proposed b y  the  G overn­
m en t excessive, and  o n ly  vo te d  i t  because th e y  d id  n o t 
w a n t to  in te rfe re  w ith  th e  w o rk  undertaken  b y  M . 
Poincare. As to  th e  S ink ing  F und , a ll pa rties agree 
th a t  i t  is a necessary th in g  ; the  “  in d u s tria lisa tio n  ”  
o f th e  m anagem ent o f th e  Tobacco M onopo ly  meets 
also w ith  general approva l. The Temps, however, 
com pla ins th a t  th e  new system  (the  m onopo ly  be ing 
a ttached  to  th e  S in k in g  F u n d ) perpetuates the  existence 
o f th e  m onopo ly , w h ich  should have been abolished once 
fo r  a ll. As fo r  the  la w  on go ld  purchases b y  the  B ank, 
i t  m e t w ith  a ce rta in  oppos ition  in  va rious quarters. 
I t  is observed th a t  th is  la w  gives th e  B a n k  th e  r ig h t  to  
issue an y  am o un t o f notes sub ject o n ly  to  the  con d ition  
o f ho ld ing  go ld  and fo re ign  b ills  against these issues. 
O f course th e  reserve o f th e  B a n k  is strengthened in  
th a t  w ay, b u t the re  rem ains nevertheless th e  fa c t th a t 
th e  vo lum e o f purchasing power w i l l  be increased.
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G E R M A N Y
P O L I T I C A L  A N D  G E N E R A L

General Developments in June.— One o f th e  ou ts ta nd ­
in g  -po litica l events o f th e  m o n th  o f June was the  
re ferendum  in  respect o f th e  p ro p e rty  o f the  R o ya l 
Houses, w h ich  resu lted in  ne a rly  14J m illio n  votes in  
its  favour, b u t nevertheless in vo lve d  th e  re jec tion  o f 
th e  proposal to  exp rop ria te  w ith o u t com pensation, one 
h a lf o f the  possible votes in  G erm any am oun ting  to  
20 m illio n . The Reichstag declared its e lf incom peten t 
to  se ttle  the  question, b u t  pro longed the  Sequestration 
A c t (w h ich  p ro h ib its  the  question fro m  being carried 
before th e  Courts) fo r  s ix  m onths, before b reak ing  up  
fo r  the  sum m er recess. Before do ing  th is , however, i t  
raised th e  g ra in  duties considerably, tho ugh  o n ly  t i l l  
the  end o f th e  year.

I n  the  rea lm  o f State finance the  G overnm ent sus­
ta in ed  a severe defeat in  an a rb itra t io n  s u it against the  
R epara tions Com m issary fo r  m ortgaged taxes. The 
Com m issary had ob jected to  the  postponem ent o f the  
increase in  the  ta x  on beer t i l l  the  end o f th e  year and 
th e  G erm an G overnm ent appealed to  th e  C ourt o f 
A rb itra t io n  a t the  Hague, n o t in  v ir tu e  o f th is  p a rtic u la r 
case, b u t in  order to  decide w hethe r the  Com m issary 
had the  r ig h t  to  ob ject to  every red uc tio n  o f the  m o r t ­
gaged taxes o r o n ly  to  such as m ig h t endanger th e  
fu lf ilm e n t o f th e  Dawes P lan. The D u tc h  a rb itra to rs  
pronounced in  fa vo u r o f the  f irs t a lte rn a tive , so th a t  
th e  Com m issary w on the  case. N ew  measures have 
been in tro du ced  fo r  the  assistance o f G erm an ag ricu l­
tu re  th ro u g h  the  Prussian Treasury, w ith  th e  co­
opera tion  o f the  R eichsbank, b y  w h ich  loans m ay  be 
ra ised on the  fa rm ers ’ stocks o f g ra in  now  stored w ith  
the  various societies u p  to  tw o -th ird s  o f th e ir  va lue 
against acceptances, w h ich  w i l l  pass th ro u g h  the  Prussian 
T reasu ry , i f  necessary, to  the  R eichsbank. The Reichs- 
bahn  has issued R m k.150 m illio n  o f 7 per cent, p re fe r­
ence shares, of w h ich  R m k.100 m illio n  have been placed 
on the  open m arke t a t 951 per cent., the  loan being 
h e a v ily  over-subscribed. The num ber o f unem ployed 
am ounted to  1.75 m illio n  in  the  m id d le  o f June, b u t 
had  decreased to  1.63 m illio n  b y  the  end o f the  m on th . 
The num ber o f bankrup tc ies  and businesses under 
superv is ion in  G erm any has again decreased, b u t the  
figures fo r  the  ha lf-yea r are s t i l l  m uch h igher th a n  in  
th e  corresponding pe riod  o f 1925 and 1924, as shown in  
the  fo llow ing  tab le  :—

A p r i l ... 
May ... 
June ...

1924.
Bankruptcies.

1925.
Supervisions.

1926.
135 684 1,288 918
304 778 1,052 742
595 740 949 486

Second Quarter 1,034 2,182 3,289 2,146
First quarter 132 2,163 6,013 4,641

First half ... 1,166 4,345 9,302 6,787

The am algam ation  m ovem ent in  G erm any is ex te nd ­
in g  c o n tin u a lly  to  fresh branches o f in d u s try . The 
G erm an m a tch  factories have ju s t  in s titu te d  a com m on 
sales com pany. The D a im le r and Benz companies have 
recen tly  am algam ated and  U n ite d  Steelworks have now  
take n  over the  S iegerland w orks o f the  C h arlo tte nhü tte . 
The m ost im p o rta n t iro n  companies in  U ppe r Silesia 
have am algam ated to  fo rm  the  “  V ere in ig te  Ober- 
schlesische H ü tte nw e rke  A .G.”  A m ong the  various in te r ­
n a tio n a l iro n  syndicates concerning w h ich  nego tia tions 
have been carried  on fo r  m an y  m onths past in  Cologne, 
Paris and London, the  tube  synd ica te is said to  have 
come in to  being, a lthough  no p a rticu la rs  are pub lished 
as to  th e  p a rtic ip a n ts  o r the  cond itions. The ra il 
ca rte l is s t i l l  reported  to  be com pleted, b u t the  actua l 
signature o f the  com pact is c o n tin u a lly  postponed. 
The fo rm a tio n  o f a w ire  synd ica te is encountering 
considerable d if f ic u lty  on account o f the  great num ber of 
concerns invo lved .

The potash works, in c lud in g  the  W in te rsh a ll group
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are endeavouring to  effect an increase in  price to  the  
ex ten t o f between 10 and 20 per cent. The decisive 
meetings had n o t been called before the  end o f the  
m on th . June sales, am oun ting  to  828,000 d .c tr. pu re  
potash, were abou t double those o f the  prev ious m on th . 
(D ie  B ank, A ugust.)

I N D U S T R Y
Revival in the Mining Industry.— The liv e ly  a c t iv ity  

on th e  R u h r coal m a rke t is m a in ta ined  in  und im in ished  
p ropo rtions. The o u tp u t fro m  the  R u h r p its , w h ich  
on certa in  g iven days exceeded the  average d a ily  o u tp u t 
o f th e  la s t years before th e  w a r and averaged in  the  
second week o f J u ly  abou t 366,600 tons as com pared 
w ith  379,800 tons in  1913, s t i l l  shows an upw ard  te n ­
dency. The sh ipm ent o f coal, w h ich  ow ing to  the  
B r it is h  coal s tr ike  is proceeding in  h ith e rto  unequalled 
p ropo rtions  th ro u g h  the R h ine -R u h r p o rts  and R o tte r­
dam , has recen tly  been som ewhat checked b y  reduced 
coal consignm ents to  the  D u isbu rg  and R u h ro rt ports, 
where the  transsh ipm ent apparatus was inadequate to  
cope w ith  the  e x tra o rd in a ry  pressure. The forced coal 
consignm ents to  the  d ispu ted  sales areas have given 
rise to  com pla in ts  on the  p a r t  of home coal consumers 
in  regard to  insuffic iency and u n p u n c tu a lity  o f supplies 
in  ce rta in  classes o f fue l w h ich  are g re a tly  in  demand. 
T h is  shows th a t  in  sp ite  o f the  g re a tly  increased o u tp u t 
the  dem and fo r ce rta in  h igh  q u a lity  classes of coal 
cannot a lw ays be fu l ly  m et.

The e x tra o rd in a ry  success o f R u h r coal abroad in  
m arke ts fo rm e rly  supp lied  w ith  E ng lish  coal has been 
recen tly  discussed in  th e  B r it is h  coal trade , where i t  
is feared th a t  even when the  s tr ik e  is over i t  w i l l  be 
d iff ic u lt  to  oust R u h r coal fro m  the  pos ition  i t  has gained 
in  the  past m onths in  the  d ispu ted sales areas. The 
grow ing o u tp u t is necessitating a s tead ily  increasing 
re-engagement o f w orkers in  the  m ines, and a t qu ite  
a num ber o f p its  ex tra  sh ifts  have been in troduced.

The im p rovem en t o f th e  po s ition  on th e  iro n  m arke t 
is m ak ing  v is ib le  strides, due— in  a d d itio n  to  th e  effects of 
the  B r it is h  s trike , w h ich  un d o u b te d ly  gave the  firs t 
im petus to  th e  re v iv a l o f th e  iro n  in d u s try — to  an 
increased consum ption  o f iro n , ch ie fly  in  those branches 
o f th e  in d u s try  w h ich  supp ly  m in in g  requirem ents. 
These in d u s tr ia l branches depend upon  th e  p its , whose 
financ ia l p o s itio n  has im p roved  enorm ously, and who 
are there fore  g iv in g  large orders, a fte r hav ing  shown 
great reserve in  the  bestowal o f con tracts in  the  earlie r 
p a r t o f th e  year. The g row ing re v iv a l in  th e  iro n  trade 
is m ak ing  its e lf m ost d is tin c t ly  fe lt  on the  scrap m arke t, 
w h ich  is a lw ays a good barom eter o f m a rke t conditions 
in  the  iro n  and steel in d u s try . Here the  s lig h t réanim a­
t io n  has developed a de fin ite  and f irm  tendency. W ith  
a keen dem and and liv e ly  business a c t iv i ty  prices have 
again risen on the  scrap m arke t and am ount to  R m k.52 
fo r iro n  scrap and R m k.53  fo r steel scrap, w h ich  are 
a p p ro x im a te ly  p re -w ar rates. The re v iv a l on th e  scrap 
m a rke t is a t present res tric ted  to  b las t furnace m a te ria l 
and business rem ains qu ie t in  cast scrap, w h ile  the re  is 
no increased dem and fro m  th e  foundries. Nevertheless 
prices fo r  cast scrap have risen.

A s regards th e  o ther branches o f the  m arke t th e  large 
dem and fo r  sem i-m anufactured goods fro m  E ng land 
continues. Business on the  ba r iro n  m arke t has increased 
and the re  is a greater dem and on th e  home m arke t. 
O ccupation a t the  works, w h ich  requ ire  de live ry  periods 
of fo u r weeks, is genera lly  sa tis fac to ry . M uch longer 
de live ry  periods are requ ired  fo r  U n ive rsa l iro n  ; in  the  
case o f the  U n ite d  Steelworks sometimes as long as tw o  
m onths and  over, as th e y  have o n ly  one U n ive rsa l iro n  
p la n t w o rk in g  a t th e  D o rtm u n d  U n io n  and b o th  those 
be longing to  Thyssen are closed down. The depressed 
exp o rt prices fo r  b a r iro n  have recen tly  become firm er, 
though  any established im p rovem en t in  th e  export 
business is n a tu ra lly  sub ject to  th e  s tab ilisa tion  o f the  
franc. The im portance  o f th e  so lu tion  o f th is  question 
to  the  G erm an iro n  in d u s try  is shown b y  the  fa c t that. 
80 per cent, o f a l l con tracts fo r  ba r iro n  in  the  Steel 
U n io n  depend on exp o rt and o n ly  20 per cent, on  hom e

requirem ents. I f  i t  is taken  in to  consideration th a t 
th e  e xp o rt p rice  fo r  bar iro n  is abou t R m k.95  f.o .b . 
A n tw e rp , w h ich  means R m k.88  ex w orks, i t  m ay easily 
be be lieved th a t,  as s ta ted b y  the  U n ite d  Steelworks, 
the  average re tu rn  fro m  th e  sale of ba r iro n  (home and 
fo re ign  sales reckoned toge ther) is  o n ly  Rm k.105. 
E ven  i f  in  th e  case of o th e r works, as fo r  exam ple 
Hoesch, th e  re la tio n  between hom e and  fo re ign  sales 
is ra th e r m ore favourab le  th a n  w ith  the  Steel T ru s t, 
whose con s tituen t firm s have always w orked  ch ie fly  
fo r  exp o rt, th is  does n o t a lte r th e  p redom inan t im p o r­
tance o f th e  so lu tion  of cu rrency cond itions  in  franc 
in fla t io n  countries to  the  developm ent o f sale cond itions 
in  the  G erm an iro n  and steel m arke t.

The receipts of contracts fo r  hoop iro n  have som ewhat 
increased d u rin g  the  last few  weeks and price  com pe tition  
on the  fo re ign  m arke t has slackened a l i t t le  w ith o u t any 
g reat im p rovem ent occu rring  in  th e  prices secured. There  
is a m a rke d  re v iv a l in  the  sheet m a rke t. The fo re ign  
dem and is m uch more ac tive  b o th  fo r  coarse and fine 
sheet, and  the  works record an increase in  con tracts. 
A n  increase in  fo re ign sales has occurred in  th e  w ire  
m a rke t also, b o th  in  the  case o f d ra w n  w ire  and w ire  
m anufactures, w h ile  sale a c tiv itie s  in  hom e business 
con tinue  qu ie t. (Ham burger Fremdenblatt, J u ly  26.)

The Leather Industry in the Light oi Foreign Trade.
-— As th e  lea ther in d u s try  under no rm a l cond itions o f p ro ­
d u c tio n  draws abou t 60 per cent, of its  dem and fo r hides 
fro m  abroad, w h ile  the  im p o rt and exp o rt of lea ther and 
lea the r goods represent a considerable value, a com ­
parison o f th e  resu lts o f fo rm er no rm a l periods w ith  the 
la tes t s ta tis tics  is o f g reat in te rest. D u i'ing  the  whole 
o f 1925 fo re ign  trade  in  th e  lea the r in d u s try  gave the
fo llo w in g  resu lts ( in  Reichsm arks) :—

Imports. Exports.
Hides and skins ... ••• 317,801,000 11,103,000
Leather ..............  ... 81,946,000 205,616,000
Shoes and leather goods ••• 25,315,000 90,602,000

425,062,000 . 307,321,000

The im p o rt surp lus, therefore, consisted solely o f those 
raw  m ateria ls  fo r  the  lea the r in d u s try  necessary to  meet 
th e  hom e dem and fo r  leather, and a sm a ll q u a n tity  of 
lea the r f it t in g s  fo r  o ther m anufactures, of w h ich  a 
ce rta in  p ro p o rtio n  is exported w ith o u t i t  being possible 
to  ascerta in  th e  exact am oun t in vo lve d . I n  an y  case 
th e  deve lopm ent o f fo re ign trade  was favourab le  and 
showed th a t  the re  was a ready m arke t fo r  considerable 
qu an titie s  o f raw  m a te ria l, lea ther and. lea the r m anu­
factures. I n  consequence o f th e  g reat economic 
depression, b u t also ow ing to  the  rem ova l o f the  em bargo 
on th e  e x p o rt o f raw  hides and skins, fo re ign  trade  has 
take n  a d is t in c t ly  dow nw ard tre n d  in  1926.

The f irs t  qu a rte r of las t year was s t i l l  in fluenced by  
the  forced im p o rt quotas fro m  A lsace-Lorra ine . I n  the  
second ha lf-yea r a m arked decrease in  th e  tu rno ve r 
became apparent, so th a t the  o n ly  a p p ro x im a te ly  norm al 
pe riod  o f p ro d u c tio n  d u rin g  1925 was th e  second quarter,
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w h ich  is com pared in  th e  fo llo w in g  tab le  w ith  the  f irs t 
qua rte r o f 1926. The o ffic ia l s ta tis tics  fo r  hides and 
skins are g iven  in  Reichsm arks :•—

Imports. Exports.
Second quarter 1925 ... 75,519,000 905,000
First quarter 1926 ............... 34,942,000 17/904,000

Total ...............— 41,577,000 +  16,999,000
The sum o f these tw o  values gives the  am oun t o f the  
decrease in  raw  m a te ria l em ployed th is  year as com ­
pared w ith  1925. A p a r t fro m  the  reduced im p o rt o f 
ra w  hides, the  forced sales o f ra w  m ateria ls  w h ich  began 
in  the  second h a lf o f 1925 and reached th e ir  h ighest 
p o in t in  th e  f irs t  qu a rte r o f 1926 dem onstra te  the  
un favou rab le  po s itio n  o f the  lea the r in d u s try . F o re ign  
trade  in  lea the r a tta in e d  the  fo llo w in g  figures in  the  
second qu a rte r o f 1925 as com pared w ith  th e  f irs t  
qua rte r o f 1926 ( in  Re ichsm arks) :—

Imports. Exports.
Second quarter 1925 ... 19,337,000 42,078,000
First quarter 1926 ............... 8,830,000 68,831,000

Total ...............— 10,457,000 +  26,753,000
These figures p rove  th a t  in  sp ite  o f the  d ras tic  red uc tio n  
in  the  dressing o f hides in  the  f irs t  q u a rte r o f 1926, the  
lea the r in d u s try  was unab le  to  place th e  m uch  sm aller 
q u a n tity  o f lea the r produced on the  hom e m arke t. 
Lea the r exports  g re a tly  increased, a t th e  same tim e  
im p o rts  dropped he av ily , and the  sum  o f these tw o  
differences shows the  e x te n t o f th e  red u c tio n  in  the  
q u a n tity  o f lea the r w orked  up  in to  fin ished a rtic les  in  
the  f irs t  qu a rte r o f 1926 as com pared w ith  the  second 
q u a rte r o f 1925, in  consequence of^the absence o f home 
sales occasioned b y  the  reduced purchasing pow er of 
the  po pu la tion .

The s ta tis tics  o f fo i’eign trade  in  lea ther goods, 
foo tw ear and sadd lery in  the  second qu a rte r of 1925 
and the  f irs t  qu a rte r o f 1926 are as fo llow s

Imports. Exports.
Second quarter 1925 ... 6,330,000 22,094,000
First quarter 1926 ............... 4,681,000 19,050,000

Total ...............— 1,649,000 — 3,044,000
The reduced im p o rts , ch ie fly  in  regard o f foo tw ear, 
show the weakness o f the  hom e m arke t, w h ile  the  fa llin g  
o ff in  exports  m ay  be a ttr ib u te d  to  un favou rab le  fo re ign 
m arke ts  and the  fa c t th a t  Germ an exp o rt prices were 
n o t lo w  enough to  rouse the  in te rest o f purchasers 
abroad.

There was b u t l i t t le  change in  the  un favou rab le  
s itu a tio n  o f the  lea ther in d u s try  in  A p r i l and M ay  of 
the  cu rre n t year. The e xp o rt surp lus o f lea ther 
decreased in  sp ite  o f m uch la rger quan tities  being 
w o rked  up, the  difference being absorbed b y  the  German 
lea the r trade . Nevertheless there has been no great 
an im a tio n  in  the  shoe trade . F ore ign trade  in  lea ther 
foo tw ear resu lted in  A p r i l  and M ay  in  an unpara lle led 
im p o r t  surp lus a m o un ting  to  62,000 pa irs  in  A p r i l  and
72,000 pa irs  in  M ay, ch ie fly  due to  large im p o rts  fro m  
Czechoslovakia, w h ich  to ta lle d  145,000 pairs.

I n  sp ite  o f increased w o rk in g  up  in  th e  lea ther in d u s try  
the re  is no im p rovem e n t in  the  home shoe m arke t. 
E m p lo ym e n t in  the  lea the r in d u s try  is v e ry  irre g u la r 
and q u ite  inadequate. Those o f th e  large firm s w h ich  
ru n  th e ir  own re ta il shops are in  the  m ost favourab le  
pos ition , n e a rly  a ll the  o th e r factories being ob liged to  
w o rk  w ith  a reduced s ta ff and sho rt hours. As a 
num ber o f factories have fa ile d  to  reopen a fte r f ina nc ia l 
collapse, i t  is  d iff ic u lt  to  understand w h y  the  lea the r 
in d u s try  bought eagerly a t increased prices a t the  recent 
auctions o f hides. A n  increase in  the  price  o f lea ther 
cannot im p rove  e ith e r hom e or fo re ign  trade  ; indeed, 
i t  is m uch  m ore lik e ly  th a t  the  im p o r t o f lea the r and 
foo tw ear w i l l  increase y e t fu r th e r, rendering the  sale o f 
th e  augm ented home p ro d u c tio n  v e ry  d iff ic u lt .  N e ithe r 
the  prices on the  fo re ign  m a rke t n o r th e  general economic 
cond itions in  G erm any can offe r any ju s tif ic a tio n  fo r 
an increase in  the  price  o f lea the r and foo tw ear w h ich  is 
bound to  fo llo w  the  enhanced va lue o f raw  hides and 
w i l l  doubtless have a p a r t ic u la r ly  un favou rab le  effect

on th e  hom e m arke t. The lea the r in d u s try  was never 
less in  a po s ition  to  a ffo rd  to  enter in to  transactions a t 
a loss o r to  accum ulate stocks o f unsaleable goods 
(Deutsche AUgemeine Zeitung, J u ly  22.)

Balance of Trade in the Chemical Industry.— In  v iew
of th e  fa c t th a t  the  exp o rt in d u s try  m us t m ake good 
G erm any’s im p o rts  o f foodstu ffs  and ra w  m ateria ls  i f  a 
de fic it is  to  be avo ided in  th e  balance o f trade , i t  is of 
p a rtic u la r in te res t to  fo llo w  th is  balance in  the  several 
exp o rt industries. I n  some cases i t  resu lts in  a d e fic it, 
in  others an exp o rt surp lus, the  balance o f tra d e  o f the  
te x t ile  in d u s try  genera lly showing th e  greatest d e fic it. 
I n  the  f irs t  ha lf-yea r o f 1926 the  de fic it am ounted to  
o n ly  R m k.90 .8  m illio n , b u t in  th e  prev ious s ix  m onths 
i t  was Rm k.561 m illio n  and in  the  f irs t h a lf o f 1925 as 
m uch as Rank.905 m illio n . The second largest de fic it 
was p ro v id ed  b y  the  o il in d u s try  (R m k.302 m illio n  in  
the  f irs t  ha h  o f 1926), and th e  nex t, a t a considerable 
distance, b y  the  tobacco in d u s try .

The greatest surp lus was realised in  the  m e ta l in d u s try , 
am oun ting  in  the  f irs t  h a lf o f 1926 to  Rm k.1,078 m illio n , 
o f w h ich  R m k.583 m illio n  was p rov ided  b y  th e  iro n  
in d u s try , R m k.303 m illio n  b y  the  m achine in d u s try  
and R m k.157 m illio n  b y  the  e lectro-technica l in d u s try . 
The chem ical and dye indus tries  fo llow .

T h is  branch o f in d u s try  is in  the  fo rtu n a te  p o s itio n  o f 
be ing able n o t o n ly  to  compensate w ith  th e  e x p o rt of 
hom e raw  m ateria ls  fo r  the  necessary im p o rts  of fo re ign 
ra w  m ateria ls , b u t also to  achieve a considerable surp lus 
o f exports. The fo llow ing  tab le  shows the  im p o rts  and 
exports  in  the  chem ical and dye in d u s try  ( in  thousands 
o f Reichsm arks) :—

1925.
Imports. Exports.

F irst half of 1926. 
Imports. Exports.

Hard-coal tar, o il and 
derivatives 23,303 40,193 12,424 20,379

Mineral phosphates ... 17,305 96 6,195 257
Pyrites 21,006 186 7,763 82
Potash salts ... — 49,264 — 23,184
Thomas phopshate ... 28,744 3,286 15,873 694
Sulphate of ammonia 73 85,401 122 52,630
Other chemical raw 

materials ... 48,903 52,951 22,409 41,888
Mineral dyes ... 5,961 1,016 1,150 700

Total 145,295 232,402 65,936 139,814

The m ost im p o rta n t e xp o rt ite m  is su lphate  o f a m ­
m onia , and po tash salts come second. H a rd -coa l ta r  
is  now  m ore exported  th a n  im p o rted , and various 
chem ical raw  m ateria ls  also show a considerable exp o rt 
surp lus in  the  f irs t  h a lf o f 1926, ch ie fly  ow ing to  the  
increased e xp o rt o f fe rtilise rs  (apart fro m  those specified 
separate ly in  the  tab le). I n  th e  aggregate the  expo rt 
surp lus in  raw  m ateria ls  was va lued a t R m k.74  m illio n  
in  th e  f irs t h a lf o f 1926 as com pared w ith  R m k.87 
m illio n  in  the  whole of 1925.

Im p o rts  and exports  o f m anufactu red  goods were as 
fo llow s (in  thousands of m arks) :—

1925. First half of 1926.
Imports. Exports. Imports. Exports.

Chemical manufactured
goods ............... 90,858 414,271 31,727 222,081

Dyes and dye-goods ... 20,792 277,555 12,977 153,301

Total ... 111,650 691,826 44,704 375,382
The exp o rt o f m anufactures has n o t g re a tly  increased 
as com pared w ith  th a t  o f raw  m ateria ls . As the 
im p o rt o f chem ical m anufactures has dropped the 
resu lt fo r the  f irs t h a lf o f 1926 shows an e xp o rt surp lus 
o f Rm k.331 m il l,  as com pared w ith  R m k .5 8 0 m ill.  in  the  
whole o f 1925. (Deutsche AUgemeine Z e itung, J u ly  29.)
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HUNGARY
P O L I T I C A L  A N D  G E N E R A L  

Final Report of the Commissioner General—In  ac­
cordance w ith  th e  decision o f the  League o f N a tions, M r. 
Jerem iah S m ith  re linqu ished  on June 30 las t h is office as 
the  League’s Commissioner General fo r H u ng ary . H is  f ina l 
R eport, w h ich  has ju s t been issued, covers the  period of 
M ay and June 1926 and also surveys in  re trospect the  
whole o f th e  recons truc tion  period . The R e po rt shows 
th a t  th e  w o rk  unde rtaken  b y  th e  League in  con junc tion  
w ith  th e  H u ng a ria n  G overnm ent has been en tire ly  
successfu l; the  hoped fo r  resu lts have a ll been achieved.

A ccord ing  to  th e  p rov is iona l T reasury re tu rns  fo r  the 
financ ia l year ended June 30, 1926, revenue exceeded 
expend itu re  to  the  ex te n t of abou t 62 m il l,  go ld  kronen  ; 
th e  fin a l accounts fo r  the  year w i l l  in  a l l p ro b a b ility  
show a s t i l l  h igher surplus. Since th e  in au gu ra tion  of 
the  reconstruction  p la n  on M ay 1, 1924, th e  H ungarian  
G overnm ent has closed tw o  com plete financ ia l years, each 
w ith  a respectable surp lus. I t  was ch ie fly  th is  fa c t th a t 
led the  League o f N a tions  Council to  decide upon 
decon tro l fo r  H u n g a ry  as fro m  June 30, 1926. The 
whole resp on s ib ility  o f th e  m anagem ent o f the  coun try  s 
finances has th u s  devolved again upon  the  State itse lf. 
A lth o u g h  the  leve l o f the  B udge t is somewhat 
h igher th a n  th a t  o r ig in a lly  an tic ip a ted  b y  th e  reconstruc­
t io n  program m e, the re  is no reasonable g round fo r 
do ub ting  th a t  i t  w i l l  be possible to  keep i t  a t  ap p ro x i­
m a te ly  the  estim ated figures. T h is  la rge ly  depends 
upon tw o  factors, v iz . th e  m aintenance o f a sound and 
conservative p o lic y  on th e  p a r t o f th e  N a tio n a l B an k , 
and, secondly, in  th e  cautious d ra ftin g  of the  Budget. 
The managem ent o f th e  B a n k  has p roved  sa tis fac to ry  ; 
there is an am ple reserve o f fo re ign  b ills  and every 
in d ica tio n  th a t  th e  B a n k  w i l l  con tinue to  fo llo w  its  past 
p o licy . M uch pressure w i l l  doubtless be b ro ug h t to  bear 
upon th e  G overnm ent to  increase expend itu re  in  the  
p u rs u it o f various purposes ; b u t the re  are im p o rta n t 
factors o f a p ra c tica l na tu re  th a t  w i l l  p ro b a b ly  p reven t 
the  G overnm ent fro m  d is tu rb in g  th e  e q u ilib r iu m  of 
the  B udget. I f  an augm ented expend itu re  should resu lt 
in  a budgeta ry  de fic it the  G overnm ent w i l l  n o t be able to  
resort to  an in te rn a tio n a l loan fo r  cover, since according 
to  th e  Peace T re a ty  H u n g a ry  m ust n o t pledge her 
receipts as secu rity  o f a fo r e ig n  loan w ith o u t the  approva l 
of the  R eparations Com m ission,^and th is^ approva l w i l l  
n o t be fo rthcom ing . Moreover, w ith o u t th is  secu rity  i t  
w ou ld  be p ra c tic a lly  im possible to raise such a loan abroad. 
N o r can the  G overnm ent re ly  upon a fresh in fla tio n , fo r 
the  N a tion a l B a n k  has the  sole r ig h t  o f issuing notes, is 
independent of th e  G overnm ent, and, according to  its  
sta tu tes, m ay n o t advance m oney to  th e  G overnm ent in  
the  fo rm  o f loans. U nde r the  ex is ting  cond itions an 
in te rn a l loan is also ne x t to  im possible. The on ly  
p racticab le  means th a t  the  G overnm ent cou ld adop t to  
cover an y  eventua l budgeta ry  de fic it w o u ld  be to  increase 
ta x a tio n  ; b u t such a measure w o u ld  p rove  so ex trem e ly  
unpopu la r th a t i t  w ou ld  itse lf serve to  curb any tendency 
in  th e  d ire c tio n  o f h igher expenditure.

The League o f N a tion s  Loan  assigned in  1924 to  cover 
the  B udge t de fic its  over a pe riod  of tw o  and a h a lf years 
am ounted to  K r.2 0 3  m ill.  (gold). D u rin g  th e  course of 
th e  financ ia l year ended June 30, 1924, the  sum  o f abou t 
K r.7 0  m ill,  (go ld) was a c tu a lly  requ ired to  cover the 
de fic it ; b u t since th e n  i t  has n o t been necessary to  draw  
fu r th e r  upon  th e  Loan  fo r  th is  purpose. A t  d iffe ren t 
tim es, however, the  G overnm ent has been empowered 
to  d ra w  a to ta l o f K r.10 0  m ill,  (go ld) fo r  th e  purpose of 
ca p ita l investm en t. The rem a in ing p o rtio n  o f th e  Loan  
am ounts to  abou t K r.8 1  m il l,  (gold), fo r  th e  co n tro l of 
the  ap p lica tio n  o f w h ich  M . T e r M eulen has been 
appo in ted  b y  th e  F inance Com m ittee.

A fte r  exp la in ing  th e  reasons th a t  induced H u n g a ry  to  
a p p ly  to  the  League fo r  assistance, and also th e  basic 
p rinc ip les  o f the  reconstruction  program m e, M r. Jerem iah 
S m ith  states th a t  the  execution  o f th e  p lan  has exceeded 
a ll expectations. Since June 1924 th e  B udge t has been

balanced. T h is  surp ris ing  success has been achieved 
n o t b y  a d im in u tio n  in  expend itu re , b u t b y  increased 
revenue in  com parison w ith  the reconstruction  estimates 

resu lted  fro m  the  s ta b ilisa tio n  o f th e  currency and 
th e  consequent streng then ing of p u b lic  confidence. 
H u n g a ry ’s p rob lem  was tw o fo ld  : on th e  one hand, 
fina nc ia l and budgetary, and, on the  other, economic. 
The re sp o n s ib ility  of th e  League o f N a tions  was re ­
s tr ic te d  to  the  financ ia l and budge ta ry  prob lem , leaving 
H u n g a ry  to  adap t its  economic s itu a tio n  to  th e  a lte red 
cond itions. The w o rk  of th e  League was to  create a 
stab le  basis. I n  Section I I I  of th e  R e po rt th e  Com ­
m issioner General gives th e  de ta ils  respecting th e  s itu a ­
t io n  o f th e  R econstruction  Loan  as a t June 30, 1926.

The sums received in  M ay  and June fro m  the  revenue 
pledged as secu rity  fo r the  R econstruction  Loan , in  
com parison w ith  those received fro m  th e  same sources 
in  A p r i l  1926 and also in  M ay  and June la s t year, were as 
fo llow s (in  m illio n s  o f paper kronen) :—

April
1926.

May May June June
1926. 1925. 1926. 1925.

Customs 125,077 119,417 98,417 114,163 83,537
Tobacco mon­

opoly 133,142 138,103 117,321 131,180 116,715
Sugar duty 28,987 31,678 26,059 31,335 40,240

10,087Salt monopoly 11,504 9,571 8,953 12,903

Total 298,710 298,779 250,977 289,581 250,579

Converted on the  basis o f ohe m u ltip lic a to r  o f 14,500, 
the  pledged revenue in  M ay  am oun ted  to  abou t Kx.20.6 
m ill,  (go ld), and th a t  in  June to  K r.1 9 .9  m il l.  (gold). 
I n  a d d itio n  to  the  above am ounts Customs received in  
specie sums corresponding to  a to ta l of K r .  10,918 (gold) 
in  M ay  and  K r.14 ,425 (go ld) in  June. A ccord ing  to  the  
p ro v is io na l re tu rns  the  pledged receipts fo r the  secu rity  
o f the  loan  service am ounted in  th e  fina nc ia l year 1925— 
26 to  a to ta l of K r.2 5 8  m il l.  (go ld). The to ta l gross 
rece ipts in  M ay and June las t, in  com parison w ith  those 
o f M ay  and June 1925, were as shown be low  (in  m illia rd s  
o f paper k ro n e n ) :—

May May Differ- June. June. Differ-
1926. 1925. ence. 1926. 1925. ence.

Pledged re­
ceipts ... 298.7 

Other re-
250.9 +  47.8 289.5 250.5 +  39.0

ceipts ... 643.5 548.2 +  95.3 398.3 393.9 +  4.4

Total ... 942.2 799.1 +  143.1 687.8 644.4 +  43.3

Converted in to  go ld values th e  M ay  gross re ­
ceipts represented K r.64 .9  m ill,  (gold), as against 
K r.55 .5  m il l,  (gold) in  M ay  1925, w h ile  th e  June 
gross receipts to ta lle d  K r.47 .4  m il l,  (gold) as against 
K r.44 .4  m ill,  (gold) in  the  preceding June. The p re ­
lim in a ry  estim ates fo r  M ay  p ro v id ed  fo r  gross revenue 
a t K r.5 4 .8  m il l,  (gold) w ith  a surp lus o f K r.3 .4  m ill,  
(go ld) ; the  actua l receipts were g re a tly  in  excess of the  
estim ated figure, w ith  the  resu lt th a t  th e  surp lus fo r  th is  
m o n th  was raised to  K r.10 .5  m ill.  (gold). The p re lim in ­
a ry  estim ates fo r  June p rov ided  fo r  a surp lus o f K r .  
73 749 (gold) • the  actua l revenue fe ll sho rt of th e  e s ti­
m a ted  am oun t b y  K r.2 .6  m ill,  (gold), so th a t  there 
resu lted  a de fic it of abou t Iv r.2 .5  n u ll, fo r  th e  m o n th . 
The surp lus of K r.6 2  m ill,  (gold) fo r  the  fina nc ia l year 
1925-26 is a ve ry  hopefu l sign, especially ta k in g  in to  
consideration the  fac t th a t  appreciab le  reductions in  
ta x a tio n  were made d u rin g  the  year— th e  sugar d u ty  
was, fo r  instance, m od ified b y  22 per cent.

D u rin g  the  m o n th  of M ay th e  Com m issioner General 
approved the  expenditu re o f K r.5 0  m il l,  (go ld) fo r  p u r ­
poses o f cap ita l investm en t, in c lu d in g  am ong o ther 
item s an o u tla y  of K r.5 .8  m ill,  (go ld) on th e  Posts and 
Telegraphs departm ent, K r.6 .6  m il l,  (gold) fo r  com p le t­
in g  the  la y in g  of the  cables between B udapest and 
V ienna, K r.3 .1  m ill-  (gold) fo r  the  ra ilw ays, and K r.3 .0  
m ill,  (gold) fo r  the  erection o f dwelling-houses.

I n  regard to  the  financ ia l s itu a tio n  the  R e p o rt m en­
tions  th a t  the  founda tion  of the N a tio n a l B a n k  was one 
o f the  m ost im p o rta n t tasks o f th e  recons truc tion  p ro ­
gram m e and th a t  the  B a n k ’s s itu a tio n  to -d a y  is sounder 
than  cou ld  have been expected. The prepara tions fo r
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issu ing th e  pa ym en t m ed ium  o f the  now m oneta ry  
system  are w e ll unde r w a y  and th e  execution o f the  
com ple te  program m e w i l l  encounter no p a rtic u la r 
d ifficu ltie s . The new  coins and banknotes should be 
issued on Jan ua ry  I ,  1927, on w h ich  date the  ob lig a to ry  
pengo cu rrency  w i l l  be in troduced . The bank-note  
c irc u la tio n  is h igher th a n  las t year, b u t has n o t reached 
the  figure regarded in  prev ious R eports  as a reasonable 
m ax im um . Reserves w il l  p ro b a b ly  g row  d u rin g  th e  n e x t 
few  m onths, and the  perm anent s ta b il ity  o f the  currency 
canno t be doub ted. The long te rm  loans, service of 
w h ich  m ust be p a id  in  fo re ign  currency, exercise a con­
siderable in fluence upon  the  H u ng a ria n  in te rn a tio n a l 
pa ym en t balance. The present long te rm  currency 
loans sub ject to  in te res t service are as fo llow s (in  go ld 
k ro n e n ) :—

Loans issued since the beginning o f the reconstruction 
period (M a y  1, 1924) : (a) The 7£ per cent, (in  I ta ly  7 per 
cent.) S tate Loan  o f 1924 in  various countries and fore ign 
currencies, 320,556,421 (annual in te rest, 32,907,810) ; 
(6) the  7 per cent. D o lla r  Loan  o f F e b ru a ry  1, 1925,
14,805,000 (1,184,400) ; (c) the  7J per cent. H u ng a ria n  
U n ite d  M u n ic ip a l Loan  o f J u ly  1, 1925, 49,350,000 
(4,802,693) ; (d) th e  7J per cent. M ortgage Loans o f the  
H u ng a ria n  L a n d  C red it In s t itu te  o f Jan ua ry  5, 1926, and 
June 1, 1926, 38,822,300 (3,237,363) ; (e) the  7J per cent. 
A g r ic u ltu ra l Loan  o f A p r i l 30, 1926, 24,675,000
(2,009,045).

Burdens fro m  the Peace T reaty and s im ila r  obligations : 
(a) In te re s t guarantee fo r  th e  Southern R a ilw ay , 
3,604,292 ; (6) B r it is h  C learing ob liga tions, 12,017,518 ;
(c) F rench  C learing ob liga tions, 1,832,618 and 216,792 ;
(d) I ta l ia n  C learing ob liga tions (p rov is iona l figures), 
108,590 ; (e) R epara tions item s, 5,000,000 ; ( / )  the  5 
p e rc e n t, (in  th e  U n ite d  States 3 per cent.) In te rn a tio n a l 
C red it Assistance Bonds o f 1921, nom ina l am oun t of 
loan, 12,782,854 (annual in te rest, 1,266,071).

Pre-w ar obligations : (a) The 4 per cent. G old Bonds of 
1880, 1881, 1887, 1888 and 1892, 578,229,219 (annual 
in te res t service, 13,249,419) ; (b) th e  4 per cent. Bonds of 
1910, 32,516,960 (541,407) ; (c) the  4-J per cent. Bonds 
o f 1913, 16,013,580 (352,654) ; (d) the  4J per cent. Bonds 
o f 1914, 98,344,781 (2,174,034) ; (e) th e  3 per cent. 
O b liga tions o f th e  A u s tro -H u n g a ria n  S tate R a ilw a y  
Com pany o f d iffe re n t dates, 85,055,081 (1,218,355) ; ( / )  
payab le  to  th e  A us tro -H u n g a ria n  R a ilw a y  Com pany 
in te rest, 164,643 ; (g) th e  6 per cent. Consolidated
T reasu ry  B il ls  in  F rench  francs o f Jan ua ry  31, 1922, 
14,654,430 (879,266); (h ) th e  B udapest 4 per cent, and 
4 |  pe r cent. Loans o f 1910, 1911 and 1914, 199,135,768 
(7,013,052).

A lth o u g h  th e  excessive cla im s o f fo re ig n  c re d it cou ld 
unde r ce rta in  circum stances p ro ve  an obstacle to  the  
s ta b ilis a tio n  o f th e  cu rrency, the re  is  no in d ic a tio n  th a t 
th e  above-m entioned sum s are in  an y  w a y endangering 
th e  cu rre ncy  p o s itio n . The sh o rt-d a te d  loans flu c tu a te  
fro m  tim e  to  tim e  and are consequently d iffic u lt to  d e te r­
m ine a t an y  g iven  m om ent ; b u t th e y  do n o t m a te ria lly  
a ffe c t th e  cu rrency.

The fo llo w in g  tab le  shows the  developm ent o f H u n ­
g a ry ’s fo re ign  trade  fro m  Jan ua ry  to  M ay, 1926, com ­
pared w ith  th e  figures fo r  the  corresponding pe riod  of 
las t year ( in  m illio n s  o f go ld  kronen) :—

1925. 1926.
Adverse Adverse

Imports. Exports, balance. Imports. Exports, balance.
January .... 63.4 35.2 28.2 53.3 53.3 0.0
February 58.8 39.9 18.9 62.7 50.3 12.4
March . 57.7 52.2 5.5 70.5 49.1 21.4
A pril . 52.6 46.& 6.0 61.9 43.6 18.3May . 52.8 52.6 0.2 58.4 49.7 8.7

Total .... 285.3 226.5 58.8 306.8 246.0 60.8
The aggregate vo lum e o f fo re ign  trade  in  the  f irs t  five  
m onths o f 1926 was greater th a n  in  the  corresponding 
pe riod  o f 1925, im p o rts  ris in g  b y  8.6 per cent, and ex ­
po rts  b y  7.5 per cent. There was also a s lig h t increase 
in  th e  adverse balance.

A cco rd in g  to  th e  re p o rt issued b y  the  M in is try  o f

A g ric u ltu re  on June 26 last, the  w heat crop in  H u n g a ry  
is estim ated a t 18.60 m il l,  doub le cw ts. th is  year as 
against an actua l crop o f 19.50 m ill,  double cwts. las t 
year, and rye  a t 9.68 m ill,  double cw ts. as against an 
actua l crop of 8.26 m ill,  double cw ts. las t year. The 
w hea t ha rvest over the  pe riod  1920 to  1924 y ie lded  an 
annua l average o f 13.87 m ill,  double cw ts. The 
in la n d  consum ption  o f w heat and rye  together fo r  food 
and seed to ta ls  abou t 18 m ill,  double cw ts., so th a t  there 
should be an appreciab le surp lus fo r  e xp o rta tio n . The 
present harvest prospects are good.

There has been a steady dow nw ard  course in  th e  n u m ­
ber o f bankrup tc ies  and arrangem ents fo r  the  bene fit o f 
cred itors d u rin g  the  f irs t s ix  m onths o f the  present year, 
as shown in  the  fo llow ing  tab le

Arrangements for the 
Bankruptcies, benefit of creditors. Total.

January 07 292 359
February 67 280 347
March ... 51 227 278
A pril 81 185 266
May ............... 73 166 239
June 58 131 189

The general re ta il index num ber (a fte r the Pester
L loyd) has m oved dow nw ards fro m  21,817 in  June and 
20,884 in  Decem ber 1924, to  18,776 in  June and 17,750 
in  December 1925 and to  16,820 in  June 1926. The 
m ovem ents o f the  wholesale index  num ber have been 
fro m  22,078 (paper) o r 1.33 (gold) in  June and 23,466 
(paper) o r 1.60 (gold) in  December 1924, to  20,326 
(paper) o r 1.41 (gold) in  June and 18,832 (paper) o r 1.30 
(go ld) in  December 1925, and  to  17,612 (paper) or 1.22 
(gold) in  June 1926. The to ta l am oun t o f deposits w ith  
th e  Post Office Savings B a n k  and w ith  th ir te e n  o f the  
lead ing Budapest banks has risen fro m  K r.231 .3  m ill,  
(gold) a t the  end o f 1924 to  K r.449 .9  m ill,  (gold) a t the  
end o f 1925 and to  K r.516.3  m ill,  (gold) a t th e  end o f 
June 1926. The figu re  o f unem p loym ent stood a t 24,598 
in  June 1924 and rose to  33,095 in  Decm eber 1924, and 
to  36,873 in  M arch 1925, since when there has been a 
steady decline in  unem ploym ent, the  respective figures 
be ing 34,013 in  June and 26,711 in  Decem ber 1925, 
29,218 in  M arch , 28,776 in  A p r i l,  27,598 in  M ay  and 
25,558 in  June 1926.

F I N A N C E
National Bank Report.— The re p o rt o f the  ac tiv itie s  

o f the  H u ng a ria n  N a tio n a l B a n k  in  1925 shows th a t  
the  to ta l operations fo r  the  year am ounted to  K r .  
213,116,251,229,273, representing an increase o f K r .  
62,933,236,065,728 in  th e  tu rn o v e r fo r  th e  year as com ­
pared w ith  1924. The to ta l cash transactions figure 
a t Kr.229,843,342,722,890, an increase, th a t  is, o f 
K r .89,078,797,049,804 on th e  to ta l fo r  th e  preceding 
year. The va lue o f th e  s tock  o f go ld  coin and go ld 
b u llio n , as also o f fo re ign and com m ercia l coins, calcu­
la ted  on th e  basis o f 1 k ilog ram m e o f fine  go ld  equals 
3,794 pengo, am ounted on December 31, 1925, to  
59,264,380.83 pengo o r 740,804,760,375 kronen, the  
increase of value d u rin g  1925 being K r . 233,382,773,206. 
The m eta l reserve o f th e  B a n k  reached its  h ighest level 
on N ovem ber 7 a t K r .3 ,344,359,410,139, and its  lowest 
leve l on Janua ry  23 a t K r . 2,472,501,598,423. The 
average fo r  th e  whole year was K r .2 ,836,979,494,182. 
The note c ircu la tio n  on December 31, 1925, was
K r .5 ,193,937,447,379, as against K r .4 ,513,989,561,419 
on December 31, 1924. The average c ircu la tio n  fo r  the 
year was K r .4 ,491,804,045,558. The p ro p o rtio n  of the  
aggregate c irc u la tio n  (in c lu d in g  lia b ilit ie s  payab le on 
dem and) a c tu a lly  secured b y  th e  m e ta l reserve was 
56.46 per cent. The rates o f in te res t were as fo llow s : 
(a) I n  the  d iscoun ting  business, fo r  b ills  and w arrants, 
12£ per cent, fro m  Jan ua ry  1 to  M arch 26 ; 11 pe r cent, 
fro m  M arch 27 to  M ay 27 ; 9 per cent, fro m  M ay  28 to  
O ctober 21 ; 7 per cent, fro m  O ctober 22 to  December 
31, the  average fo r  the  year being 9.76 pe r cent. (6) in  
the  loan business, Bonds o f the  1925 H u ng a ria n  S tate 
Loan  (League o f N a tions), 13 pe r cent, fro m  Jan ua ry  1
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to  M arch  26 ; 11 | per cent, fro m  M arch 27 to  M ay 27 ; 
91 per cent, fro m  M ay  28 to  O ctober 21 ; 74 per cent, 
fro m  O ctober 22 to  December 31, average fo r  the  year, 
10.26 per cent. The to ta l va lue o f b ills  d iscounted 
d u rin g  the  yea r am ounted to  K r .  11,772,388,794,320, 
w h ich  together w ith  the  b ills  and w arran ts  he ld  b y  the  
B a n k  a t the  close of 1924 am ounted to  an aggregate 
va lue o f K r .  13,749,276,665,278. A t  the  end of 1925 
the B ills  and w a rran ts  s t i l l  he ld  b y  the  B an k  to ta lle d  in  
va lue K r .  1,677,266,272,152. I n  respect o f pu b lic  l ia ­
b ilit ie s , the  cash deposits, book transfers, rem ittances 
fro m  o th e r banks, p lus  th e  balance due to  the  State as 
fro m  1924, am ounted in  a ll to  Kr.54,878,097,627,642. 
A fte r  deducting  th e  various ou tgo ing  sums the re  was a 
ne t balance o f K r .2,376,988,180,035 due to  th e  State a t 
the  end o f 1925. O ther lia b ilit ie s  to ta lle d  
Kr.56,884,237,257,834, and th e  to ta l o f sums p a id  ou t 
in  1925 am ounted to  K r . 56,613,293,787,306. A fte r  
m ak ing  th e  necessary deductions fo r in te r-b ranch  
transfers th e  aggregate am oun t o f cu rre n t account 
lia b ilit ie s  on December 31, 1925, was Kr.287,317,927,523.

The General M anager sub m itte d  the  fo llo w in g  s ta te ­
m en t in  respect o f th e  p ro fits  realised and the  d is tr ib u ­
t io n  the reo f (in  go ld  k ro n e n ) :—
Net profits for 1925 ... ... ... ... 11,999,292.80
Profits brought forward from 1924 ... ... 8,698.39

Total available profits ... ... ... 12,007,991.19
For Pensions Fund to secure pension claim of 

the employees (5 per cent.) ... ... ... 600,399.56
Special endowment for augmentation of Pensions

Fund ... ... ... ... ... ... 5,386,105.66
Appropriated for Reserve Fund (10 per cent.) 1,200,799.12
To shareholders (8 percent, of share capital)... 2,400,000.00

Remaining profits ... ••• ... 2,420,686.85
Additional dividend of 2 per cent, (making 10

per cent, in  all) ... ... ... ............... 600,000.00
State participation in profits on basis of this

extra 2 per cent., being 4 per cent. ... ... 1,200,000.00
Part of surplus profits s till remaining to share­

holders, viz. J per cent.... ... ... ... 150,000.00
State participation in  surplus profits on basis of

this extra dividend =  l-J per cent. ... ... 450,000.00

Carried forward as undistributed profits to the 
accounts for the year 1926 ... ... ... 20,686.85
The d iv id e n d  fo r the  year is there fore 10.50 go ld kronen 

per share, th is  representing 10-5 per cent, on the  share 
cap ita l o f K r .3 0  m ill.  (gold).

T R A D E
Commercial Agreement with Great Britain.— The

H u ng a ria n  Press announces th a t a. com m ercia l agreement 
has ju s t  been signed in  London between H u n g a ry  and 
G reat B r ita in , p ro v id in g  fo r  th e  reciprocal g ra n tin g  of 
m ost favoured  n a tio n  trea tm e n t in  a ll respects to  the  
subjects o f b o th  countries. A  pro toco l has also been 
signed concern ing the  extension of th e  status quo between 
the  tw o  countries u n t il the  ra tif ic a tio n  o f the  agreement 
has take n  place. B y  th e  prov is ions o f th is  agreement 

i business firm s on e ither side desiring to  ca rry  on business 
in  th e  o ther c o u n try  w i l l  have no obstacle placed in th e ir  
w ay, w h ile  the  subjects o f th e  con tra c ting  pa rties  shall 
e iy o y  id en tica l r ig h ts  in  e ith e r c o u n try  in  respect o f 
pa tents, trade  m arks, etc. The agreement also provides 
th a t th e  tw o  countries sha ll g ive effect to  the  conven­
tions and sta tutes concluded a t Barcelona in  1921 
respecting th e  freedom  o f tra n s it and navigable w a te r­
w ays o f in te rn a tio n a l concerns, and also to  th e  conven­
tions and sta tutes concluded a t Geneva in  1923 respecting 
ra ilw ays and Customs fo rm a litie s , etc. The agreement 
rem ains in  force fo r  a pe riod  o f ten  years.

I t  is  po in te d  o u t in  connection w ith  th is  agreement 
th a t B r it is h  im p o rts  in to  H u n g a ry  d u rin g  th e  past year 
am ounted to  ap p ro x im a te ly  £1,000,000, representing an 
increase o f abou t 50 per cent, on those o f th e  previous 
year, w h ile  H u n g a ria n  exports  to  G reat B r ita in  repre­
sented a to ta l va lue o f abou t £365,000.

Commercial Agreement with Yugo-Slavia.— A  com ­
m ercia l agreem ent has been signed a t Belgrade between 
H u ng a ry  and Y ugo-S lav ia , based on th e  p rin c ip le  of

m ost favoured  n a tion  trea tm e n t. A rrangem ents were 
made a t th e  same tim e  fo r  fa c il ita t in g  the  tra ffic  
between th e  tw o  countries. As in  th e  case o f the  agree­
m en t w ith  G reat B r ita in , th e  tre a ty  w ith  Yugo-S lav ia  
provides th a t  th e  tw o  countries sha ll g ive  effect to  the 
conventions and sta tu tes concluded a t Geneva fo r  the 
reg u la tion  o f ra ilw a y  m a tte rs , Customs fo rm a litie s , and 
also of th e  a d m in is tra tio n  of bridges, highroads, etc., 
on the  new fro n tie r . The agreem ent fu r th e r  secures te  
Y ugo-S lav ia  the  r ig h t of t ra n s it  com m unications. The 
settlem ent o f the  question o f d ire c t ta r iffs  on  the  H u n ­
garian and Y ugo-S lav ra ilw ays  should have a s tim u la tin g  
effect upon the  com m ercia l re la tions o f the  tw o  countries. 
The present agreement is v a lid  fo r  three years. 
(Pester L loyd, J u ly  25.)

A G R I C U L T U R E
Production Crisis in Agriculture.— I n  a c o n tr ib u tio n  

to  the  Pester L loyd  of J u ly  7 M . Iv a n  Dresuer deals w ith  
the  question o f the  p re v a ilin g  p ro d u c tio n  crisis in  
H u ng a ria n  ag ricu ltu re . I t  is, he states, be ing m ore and 
m ore recognised b y  experts in  th e  c o u n try  th a t the  
present crisis cannot be overcome u n t i l  the re  is a rad ica l 
reorganisation of home ag ricu ltu re . Before th e  w a r 
H ungarian  a g r ic u ltu re ' presented a harm on ious u n i t y ;  
the  various branches were w e ll balanced and f it te d  w e ll 
one in to  the  other. The ap p lica tio n  o f th e  p rov is ions of 
the  Peace T re a ty  has caused a d is location , and has n o t 
o n ly  reduced th e  to ta l area under c u lt iv a tio n  b u t has 
le ft  H u n g a ry  worse o ff th a n  before in  respect o f the 
q u a lity  o f the  soil. The loss o f T ria n o n  reduced H u n ­
ga ry ’s grasslands (bo th  pasture and meadows) b y  73 per 
cent., w h ile  arable land  was reduced b y  o n ly  42 per cent. 
The p a r t  th a t  was c u t o ff was. however, o f superior 
q u a lity  to  th a t  w h ich  rem ains. The present p o p u la tio n  
is com p ara tive ly  w e ll supplied w ith  arable land, b u t 
lacks su ffic ien t land  fo r pasturage, etc. The to ta l area 
of pasture la nd  to -day  am ounts to  1,761,321 catastra l- 
joch , and provides grazing fo r 1,920,026 horned ca ttle  
in  a d d itio n  to  swine and sheep. The pasturage fo r  
hom ed  ca ttle  is fa r  too sm all and is n o t of v e ry  good 
q u a lity . A lth o u g h  H u ng a ry  is p r im a r ily  an a g ric u l­
tu ra l S tate, the  num ber of ca ttle  per hundred  o f the  
p o p u la tio n  is low er th a n  in  the  ne ighbouring  countries. 
I n  Czechoslovakia, fo r  instance, there  are 38 to  39 head 
o f ca ttle  fo r every 100 persons, whereas in  H u n g a ry  the  
average is o n ly  28.7 head. There is also a d if f ic u lty  in  
ob ta in ing  a suffic iency of n a tu ra l fodder.

A  successful increase in  a g ric u ltu ra l p ro du c tion  in  
H u n g a ry  can on ly  be ob ta ined b y  th e  developm ent of 
the  cattle -b reeding in d u s try  ; and th is  in  its  tu rn  de­
pends upon  an im provem ent of th e  c u lt iv a t io n  of the 
pasture lands. T h is  w ou ld  requ ire  th e  inves tm en t of 
considerable cap ita l, w h ich  is d if f ic u lt  to  ob ta in , and 
secondly, when i t  is ava ilable, the  farm ers h a \e  so m any 
o th e r u rgen t uses fo r i t  th a t i t  is d o u b tfu l w he the r th e y  
w ou ld  consider the fundam enta l necessity o f the  develop­
m en t o f the  pasture lands. As th in gs  now  are, the re  
is l i t t le  prospect of m uch progress be ing made m  H u n ­
ga rian  ag ricu ltu re  in  the  near fu tu re .

Sugar and Tobacco Production.—The H u ng a ria n  
sugar in d u s try  is passing th ro u g h  a d if f ic u lt  tim e . 
F o r a num ber of years there  was a continuous increase m  
p roduc tion , b u t last year a decline set in . The to ta l 
area under beet c u ltiv a tio n  in  1925 was abou t 12 per cent, 
less th a n  in  1924, w h ile  the  raw  sugar p ro d u c tio n  fe ll o ff 
fro m  2 m il l  m e tric  cwts. in  1924 to  o n ly  1.6 m ill,  m e tric  
cw ts. in  1925. O ut of the  1925 cam paign the re  rem ains 
a surp lus o f abou t 7,000 truck loads  ava ilab le  fo r  exp o rt 
o r ap p ro x im a te ly  30 per cent, less th a n  in  the  preceding 
year. The m anufacturers are experiencing such d i f f i­
c u lty  in  disposing of th is  reduced q u a n tity  th a t  th e y  are 
con tem p la ting  a fu r th e r red uc tio n  in  t l ie  sugar produc- 
t io n  n e x t season.

In  1925 th e  to ta l area under tobacco c u lt iv a tio n  was 
29 904 ca tastra l-joch , or 704 m ore th a n  in  1924 ; the 
to ta l p ro du c tion  of 153,172 m e tric  cw ts. of tobacco was,
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however, 42,000 m e tric  cwts. low er th a n  in  1924. The 
average y ie ld  per joch  was 518 kilogram m es, as against 
669 kg. in  the  preceding year. The q u a lity  was n o t so 
good as th a t  o f the  prev ious crop. (Pester L loyd , J u ly  
12.)

LATVIA
G E N E R A L

The Economic Situation.— A lth o u g h  L a tv ia  is 
established on a sound financ ia l basis w h ich  adm its  of 
the  m ost favourab le  au gu ry  fo r  her fu tu re  developm ent, 
the  L a tv ia n  in d u s tr ia l m achine is a t present som ewhat 
ham pered b y  the  la ck  o f raw  m ateria ls . Before the  w a r 
the  factories o f R iga  were supp lied  w ith  raw  m ateria ls  
b y  the  Russian ships w h ich  came to  rem ove the  Russian 
m erchandise warehoused in  the  po rts  of R iga, L ib a u  
and W indau , and carried  these raw  m ateria ls  on th e ir  
ou tw a rd  jo u rn e y  as fre ig h t. I t  is im possib le to  compare 
p re -w ar and post-w ar L a tv ia  fro m  an economic p o in t of 
v iew , as before the  w a r L a tv ia  was no th in g  m ore th a n  a 
fa c to r in  the  Russian in d u s tr ia l system , pu rsu ing e n tire ly  
d iffe ren t aim s fro m  her present-day objects. I n  m any 
cases loca l in terests were ignored and p roducts fro m  o ther 
Russian provinces were in tro du ced  in to  L a tv ia n  te r r ito ry  
fo r  m anufacture . The in d u s try  o f R iga  was v e ry  
im p o rta n t before th e  w ar, th e  num ber o f establishm ents 
in  the  ne ighbourhood o f th e  L a tv ia n  cap ita l num bering  
372 and em p loy ing  m ore th a n  85,000 hands, w ith  a s ta ff 
o f 15,000. The annua l tu rn o v e r am ounted to  220 m il­
lions o f go ld  roubles, w h ich  w o u ld  represent La ts  825 
m illio n  a t presen t-day value. The present po s itio n  is 
e n tire ly  d iffe re n t, L a tv ia ’s B udge t am oun ting  to  a 
to ta l o f o n ly  La ts  160 m illio n . I t  should be remembered 
th a t  before the  w a r la bo u r was v e ry  cheap and Russia 
cou ld absorb an u n lim ite d  q u a n tity  o f in d u s tr ia l p ro ­
ducts. D u r in g  th e  years 1915, 1916 and 1917 the 
Russian G overnm ent requ is itioned  a great p a r t  of 
L a tv ia ’s in d u s tr ia l equ ipm en t, 30,000 waggons o f m isce l­
laneous artic les, too ls  and m ach inery  va lued  a t over 500 
m illio n  go ld  roubles. B y  th e  te rm s of the  tre a ty  of 
September 2, 1920, between the  G overnm ents o f Moscow 
and R iga  th e  re s titu t io n  to  L a tv ia  of the  m a te ria l 
rem oved to  Russia was s tipu la te d , b u t the  provis ions 
of th e  tre a ty  have never been p u t  in to  execution. 
U n de r these cond itions i t  is  n o t to  be expected th a t 
L a tv ia n  in d u s try  cou ld assume its  fo rm er scope ; m ore­
over, the |G overnm ent has realised th a t  any extension of 
in d u s try  on a large scale w o u ld  o n ly  provoke an economic 
crisis in  v ie w  o f the  lack  o f m arke ts, and confines itse lf 
to  encouraging those branches o f in d u s try  whose p ro ­
d u c tio n  easily finds a m a rke t a t home. To th is  end i t  
prom otes th e  p ro d u c tio n  o f na tio n a l raw  m ateria ls  w ith  
a v ie w  to  exp o rtin g  th e m  e ith e r in  the  raw  state o r in  
th e  fo rm  o f m anufactures produced in  the  cou n try . 
T h is  endeavour applies p a r tic u la r ly  to  flax , tim b e r, 
chem ical products , glass, etc.

The balance o f L a tv ia n  fo re ign  trade  has developed 
as fo llow s in  w e igh t and va lue fro m  1921 to  1925 :—  

Imports. Exports.

Tons.
Thousands of 

lats. Tons.
Thousands of 

lats.
1921 ... 168,636 70,647.3 214,630 29,264.9
1922 ... 381,223 107,370.1 559,095 101,992.0
1923 ... 574,361 211,857.3 876,827 161,978.3
1924 ... 924,385 255,904.5 743,830 169,647.1
1925 ... 946,289 279,838.8 590,122 179,578.7

L a tv ia ’s balance o f trade , there fore, shows a de fic it, 
a lthough  the  e xp o rt to ta l shows a steady increase. T h is  
m ovem ent is ce rta in  to  con tinue w ith  the  developm ent of 
n a tio n a l p ro du c tion . G reat hopes had been placed in  
th e  Russian tra n s it  trade , b u t th e y  have n o t y e t been 
ju s tif ie d  except in  the  case o f t im b e r and w heat. The 
Russian Com m issariat fo r  F ore ign  T rade is beg inn ing to  
e xp o rt flax , b u tte r, game, etc., b u t o n ly  in  v e ry  sm all 
q u an titie s  up  to  the  present. A  ce rta in  num ber o f R iga  
fo rw a rd in g  agents receive consignm ents o f Russian 
p e tro l and o th e r by-p roduc ts  o f na ph th a  fro m  Russia.

The m arked  increase in  im p o rts  dem onstrates th e

grow ing purchasing power o f the  cou n try . A n  e ffo rt is 
be ing made to  endow a g ricu ltu re  and in d u s tr ia l en te r­
prises w ith  h ig h ly  priced  equ ipm en t and m ach inery, 
w h ich  expla ins to  a large ex te n t the  de fic it in  the  
balance o f trade . A  considerable am oun t of business is 
done every year a t th e  annual fa ir  a t  R iga  (J u ly  20 to  
A ugust 5) p a r tic u la r ly  in  a g ric u ltu ra l machines, chem ical 
fa ts , h ig h ly  bred ca ttle  and m echanical and e lectrica l 
apparatus. (Gazette de Prague, June 30.)

F I N A N C E
The Budget for 1926-27. — The L a tv ia n  State 

B udge t fo r  th e  cu rre n t fiscal year, 1926-27, is foo ted 
w ith  La ts  165,927,000, be ing the  to ta l am oun t o f revenue, 
as against expend itu re  estim ated a t L a ts  165,789,000, 
so th a t the re  is a theo re tica l surp lus o f L a ts  137,000. 
T h is  yea r’s B udge t is five  m illio n  la ts  in  excess o f las t 
yea r’s and 15 m illio n  la ts  greater th a n  th a t  o f 1924-25.

I t  is in tended, as usual, to  procure the  greater p a r t  of 
revenue (th is  year 54.4 per cen t.) th ro u g h  ta x a tio n . A  
lo w er estim ate has been made th is  year o f the  income 
fro m  S tate m onopolies, v iz . 17.5 per cent, as com pared 
w ith  19.9 per cent, la s t year and 24.3 per cent, tw o  years 
ago. The fla x  m onopo ly  figures in  the  respective periods 
w ith  10.66 per cent., 4.5 per cent, and 2.5 pe r cent. 
The incom e fro m  Customs duties has been reduced b y  
three m illio n  la ts, w h ile  an a d d itio n a l La ts  6 m illio n  is 
expected fro m  th e  S tate forests, v iz . L a ts  18.6 m illio n  as 
com pared w ith  La ts  12.8 m illio n .

The three p r in c ip a l item s o f revenue are entered as 
fo llow s : Taxes and dues La ts  101,282,000, monopolies 
La ts  29,026,000, and State p ro p e rty  and G overnm ent 
undertak ings L a ts  31,108,000.

The expend itu re  side contains th e  fo llow ing  item s : 
S tate in s titu tio n s , La ts  2,470,000 as com pared w ith  La ts
2.364.000 las t y e a r ; F ore ign  A ffa irs , La ts  2,493,000 
(La ts  2,261.000 las t year) ; m aintenance o f in te rn a l 
secu rity  and conduct o f hom e affa irs, La ts  8,434,000 
(La ts  8,194,000) ; Courts o f Justice , L a ts  3,502,000 
(La ts  3,129,000) ; education , L a ts  19,889,000 (La ts 
17,949,000) ; social leg is la tion  and th e  p ro te c tio n  of 
labou r, La ts  12,874,000 (La ts  9,554,000) ; hea lth , La ts
2.371.000 ; ag ricu ltu re , La ts  7,717,000; com m unica­
tions, La ts  12,071,000 ; S tate debts and in te res t thereon, 
L a ts  3,597,000 (La ts  2,572,000) ; invested S tate cap ita l, 
L a ts  35,066,000 ; and State defence, La ts  45,535,000.

The expend itu re  fo r  social leg is la tion  and the  p ro tec­
t io n  o f labou r is double the  estim ate fo r  the  year 1924-25 
and La ts  3,320,000 m ore th a n  in  las t year’s B udget. 
V arious S tate subsidies are estim ated a t La ts  6 m illio n , 
w h ile  La ts  9.3 m illio n  has been set aside fo r  th e  con­
s tru c tio n  o f ways, bridges and po rts . La ts  1.1 m illio n  
has been assigned fo r  am e lio ra tio n  purposes and La ts
18.610.000 fo r  d iffe re n t cred its , p a r tic u la r ly  fo r  a g r i­
c u ltu ra l purposes. C iv il Service expend itu re  has been 
reduced b y  L a ts  2.8 m illio n . (R iga T imes, J u ly  3.)

Currency and Coinage.— The D ire c to r o f the  C red it 
D e pa rtm e n t o f th e  M in is try  o f F inance has made a s ta te ­
m en t in  w h ich  he asserts th a t  th e  s ta b ility  o f L a tv ia n  
currency has in  no w a y  suffered fro m  the  decline o f the 
F rench  franc, as the  L a t  is based on the  go ld va lue o f the 
go ld  franc and the  fluc tu a tion s  o f the  paper franc  have no 
effect upon i t .  The stock o f sm all co in  has increased 
and new one and tw o  centim e pieces have a rrive d  fro m  
abroad to  the  ex te n t o f five  m illio n  coins in  each case. 
The sup p ly  o f tw o - la t pieces has also been increased b y  
one m illio n , so th a t  L a tv ia  now  possesses a p le n tifu l 
supp ly  o f m eta l m oney b o th  in  c ircu la tio n  and in  
reserve. One m illio n  new f iv e - la t notes are to  be issued 
in  the  com ing m o n th  and a corresponding sum  in  te n -la t 
notes w i l l  be w ith d ra w n  fro m  c ircu la tio n . The fore ign 
currency fu n d  has d im in ished  s lig h tly  in  connection w ith  
recent paym ents to  G reat B r ita in  and the  U n ite d  States, 
tho ugh  th e  a c t iv i ty  o f th e  B a n k  o f L a tv ia  has n o t been 
in  an y  w a y  ham pered in  v ie w  o f the  large and increasing 
supplies. The loans o f S tate c red it in s titu tio n s  increased 
las t m o n th  b y  La ts  2.4 m illio n , b u t th is  applies o n ly  to  
th e  L a n d  B a n k, fo r  the  aggregate loans o f th e  B an k o f
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L a tv ia  declined fro m  L a ts  119.9 m illio n  to  L a ts  117.7 
m illio n .

The annua l re p o rt o f the  B a n k  o f L a tv ia  fo r  1925, 
w h ich  has been rece n tly  published, illu s tra te s  the  cau tion  
observed b y  the  M in is try  o f F inance in  operations con­
nected w ith  the  issue o f currency. W henever s ilver 
specie has been p u t  in to  c ircu la tio n  a corresponding 
am oun t o f T reasu ry  notes have been w ith d ra w n , as 
shown b y  th e  fo llo w in g  tab le  :—

In  circulation 
January 1, 1924 
January 1, 1925 
January 1, 1926

Treasury Notes. Specie. Total.
... 46,400,000 8,200,000 54,600,000
... 39,774,200 13,161,000 52,935,200
... 31,871,000 23,411,000 55,282,000

The B a n k  o f L a tv ia  was as cautious in  the  em p loym ent 
o f its  r ig h ts  o f issue in  1925 as in  prev ious years, adhering 
s tr ic t ly  to  the  p r in c ip le  o f p ro v id in g  fu l l  cover (100 per 
cent.) o f go ld  and stab le fo re ign  currency fo r  a ll issues. 
Notes issued b y  th e  B a n k  o f L a tv ia  in  1925 o n ly  am ount 
to  abou t 25 per cent, o f the  legal l im it .  The fo llow ing  
tab le  shows th e  developm ent o f notes in  c ircu la tio n  
d u rin g  the  past fo u r  years :•—

January 1, 1923 
January 1, 1924 
January 1, 1925 
January 1, 1926

Provisional F ifty -la t Hundred-lat 
ten-lat notes, notes. notes. Total.

9,800,000
22,964,500
24,507,000
6,393.800

35,500 
— 6,400,000

14,141,400 8,098,800

9,800,000
23,000,000
30.907.000
28.634.000

D u rin g  1925 th e  B a n k  o f L a tv ia  began to  w ith d ra w  the 
p ro v is io na l te n -la t notes fro m  c ircu la tio n  in  v ie w  o f the 
issue o f f i f ty - la t  notes and th e  proposed d e live ry  o f the 
new tw e n ty - la t  notes. (R iga Times, J u ly  17.)

T R A D E
Trade Agreement with Germany.— A fte r  f ive  years 

o f nego tia tions th e  trade  agreem ent between G erm any 
and L a tv ia  was signed in  R iga  on June 28 las t, together 
w ith  an agreem ent regard ing th e  fu lf ilm e n t o f the  
P rov is iona l C onvention  o f J u ly  15, 1920, fo r  the  resum p­
t io n  o f re la tions  between G erm any and L a tv ia . T h is  
agreem ent settles th e  question o f repara tions on the  
assum ption th a t  the  m u tu a l cla im s o f the  tw o  countries 
cancel each other, so th a t  no paym ents are to  be effected. 
The trade  agreem ent is based upon th e  p rin c ip le  o f the  
m ost favoured  na tion , and includes an understand ing in  
regard to  ra ilw a y  and steam ship services.

The exchange o f goods between G erm any and L a tv ia  
has developed fa v o u ra b ly  d u rin g  th e  las t few  years, and 
G erm any takes the  f irs t  place in  L a tv ia ’s fo re ign  trade 
s ta tis tics  fo r  1925 w ith  a tu rn o v e r o f La ts  156.7 m illio n . 
G erm an exports  to  L a tv ia  represented L a ts  116.3 m illio n  
o f th is  sum, as com pared w ith  La ts  99.7 m ill,  and La ts  
96.8 m illio n  respective ly  in  the  tw o  prev ious years, so 
th a t the re  has been a steady increase in  goods im po i’ted 
in to  L a tv ia  fro m  G erm any. The ch ie f ite m  in  the  Ger­
m an exports  in  1925 was th a t  o f m anufactu red  goods, 
w h ich  represented L a ts  64.7 m illio n , th e  exports  of the  
te x t ile  in d u s try  lead ing w ith  L a ts  21.5 m illio n , fo llow ed 
b y  th e  m e ta l in d u s try  w ith  La ts  17.8 m illio n . G erm any 
is thu s  L a tv ia ’s greatest source o f supp ly  and con tribu tes 
a lm ost h a lf o f the  dem and fo r  im p o rte d  goods.

L a tv ia n  exports  to  G erm any are also grow ing, hav ing  
increased fro m  L a ts  12.3 m illio n  in  1923 to  L a ts  27 
m illio n  in  1924 and L a ts  40.2 m illio n  in  1925, o r 22.5 per 
cent, o f L a tv ia ’s to ta l exports. The chief item s here are 
foodstuffs  and delicacies, w h ich  represent L a ts  23.8 
m illio n  I n  th is  g roup L a tv ia n  exports  to  G erm any have 
increased m ore th a n  fo u r hu nd red -fo ld  in  the  las t tw o  
years. Thus in  1925 G erm any to o k  74 per cent, o f the 
L a tv ia n  b u tte r  exp o rt, w h ich  am ounted to  7.1 m illio n  
k ilogram m es. (Ham burger Fremdenblatt, No. 179.)

The Meat Export Trade.— The L a tv ia n  m eat expo rt 
trade  continues to  increase fro m  m o n th  to  m on th . 
A ccord ing  to  th e  E x p o rt M eat C on tro l D e pa rtm e n t 
340,336.5 k ilogram m es o f m ea t were exported  d u rin g  
June, in c lu d in g  337,648.5 kg. o f bacon and 3,088 kg. of 
salted p o rk . I n  a d d itio n  to  th is  the  L a tv ia n  f irm  of 
M a r io tt  and Seligmann exported 8,587 kg. o f m eat o f 
Russian o rig in .

D u r in g  th e  f irs t h a lf o f th e  cu rre n t year L a tv ia n  m ea t 
exports  to ta lle d  1,409,109.9 kg., in  a d d itio n  to  156,200 
kg. of bacon made fro m  Russian p o rk  and exported  b y  
Messrs. M a r io tt  and Seligmann. The fo llo w in g  com para­
t iv e  tab le  illu s tra te s  the  progress made in  th is  branch  of

v ia n  e xp o rt trade  (in  k ilogram m es) :—
1925. 1926.

January 70,403.3 249,623.8
February 86,486.5 187,565.7
March ... 39,785.2 193,210.0
A pril 38,173.8 182,834.3
May 36,365.8 258,220.6
June 24,508.0 340,336.5

Total ..............  295,693.6 1,409,109.9
The m eat exp o rt fo r  the  whole o f la s t year re tu rn ed  a 

sum  o f L a ts  2,061,826.45 kilogram m es, 68.36 per cent, 
o f w h ich  has been a lready realised th is  year. The above 
tab le  shows the  rap id  developm ent o f L a tv ia n  bacon 
exports, w h ich  have increased b y  ne a rly  380 per cent, 
in  the  f irs t  h a lf o f the  cu rre n t year as com pared w ith  the  
resu lts achieved in  the  same period  o f las t year. I t  is 
in te res ting  to  note th a t  June was a record m o n th  in  
respect o f the  exp o rt o f bacon. (R iga Times, J u ly  24.)

I N D U S T R Y
The Timber Industry.— The tim b e r in d u s try  is now 

in  fu l l  sw ing in  L a tv ia  observes the  Ekonomists. R a ftin g  
operations have been v e ry  b r isk  and the  saw m ills are 
w o rk in g  under h igh  pressure. The w orkm en tr ie d  to  
take  advantage o f the  s itu a tio n  b y  dem anding h igher 
wages. I n  th e  m eantim e, however, the  s tr ike  wave in  
th e  t im b e r branch has subsided.

The e xp o rt trade  consists m o s tly  o f sm all transactions, 
tho ugh  business on the  whole is b risk . Agents o f 
E ng lish  f irm s figure p ro m in e n tly  in  th e  L a tv ia n  m arke t.

E x p o r t  s ta tis tics  fo r  the  c u rre n t year reveal a consider­
able decrease com pared w ith  the  results achieved in  the  
same pe riod  o f last year, th e  tim b e r exports  re tu rn in g  
o n ly  L a ts  8.7 m illio n  as com pared w ith  L a ts  12.8 m illio n  
in  1925. The exp o rt o f deals and boards declined b y  50 
per cent, and th a t o f pu lpw ood o n ly  represented 25 per 
cent, o f las t year’s figure. The e xp o rt o f s p lin t shows an 
increase o f 65 per cent., w h ile  trade  in  p it-p rop s  showed 
no flu c tu a tio n  in  the  f irs t qua rte r o f th is  year.

Some im provem ent was reg istered in  the  m o n th  of 
A p r i l,  dem onstra ted b y  L a tv ia n  exports  to  E ng land, 
w h ich  am ounted to  17,880 loads as com pared w ith  
17,981 loads in  the  same m o n th  o f 1925 and o n ly  5,932 
loads in  1924. L a tv ia  m a in ta ined  its  fo u rth  place n e x t 
to  Sweden in  the  E ng lish  m arke t. I t  should be observed, 
however, th a t  the  above m entioned qu an titie s  include 
some tra n s it t im b e r as w e ll. The t im b e r tra n s it  tra ffic  
was ra th e r extensive in  the  f irs t qu a rte r and con trib u te d  
over 35 per cent, of the  en tire  t im b e r exp o rt. (R iga  
Times, J u ly  3.)
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A G R I C U L T U R E
Development of Farming.— I n  respect o f a g ricu ltu re  

L a tv ia  is d iv id e d  in to  fo u r regions. I n  K urzem e there 
are large areas c u ltiv a te d  w ith  gra in , clover, clover-seed 
and potatoes. I n  Zemgale, especially in  the  d is tr ic t  o f 
Jelgava, the re  is a decline in  the  c u lt iv a tio n  o f cereals 
and an increase o f stock fa rm in g  and fla x  grow ing, w h ile  
c lover is p re do m ina n t in  the  d is tr ic t  o f Bauske ; a new 
fie ld  of ru ra l enterprise has been entered upon  in  Zemgale, 
nam ely, th e  c u lt iv a tio n  o f beetroo t fo r  th e  requirem ents 
o f the  f irs t L a tv ia n  sugar fa c to ry , w h ich  is nearing 
com p le tion  in  th e  v ic in ity  o f Jelgava. The c u lt iv a tio n  
o f c lover predom inates in  V idzem e, where the  d a iry  
in d u s try  is h ig h ly  developed ; i t  m ay  be observed th a t 
V idzem e con tribu tes  68 per cent, o f L a tv ia ’s b u tte r 
expo rt, and fla x  g row ing  is m ore extensive in  V idzem e 
th a n  in  Zemgale. The fo u rth  region, La tga le , em bracing 
p a r t o f the  fo rm er V ite b sk  and P skov governm ents, 
represents abou t one-fou rth  o f the  te r r ito ry  o f L a tv ia  
and  accounts fo r  a th ir d  of the  po pu la tion . T h is  reg ion 
is sub -d iv ided  in to  tw o  sections b y  th e  fo rm er M oscow - 
W in d a u -R y b in s k  ra ilw a y . I n  the  n o rth e rn  h a lf clover 
is m a in ly  cu ltiva te d , w h ile  sou th  o f the  ra ilw a y  th e  t illage  
is s t i l l  d is tr ib u te d  am ong th ree crops. H ere flax  is 
decidedly p redom inan t, th is  section p roduc ing  abou t 50 
per cent, o f the  en tire  L a tv ia n  crop. The area under 
f la x  in  La tga le  has been a lm ost doub led since 1913 
ow ing  to  the  s u ita b ility  of the  soil, th e  abundance o f labou r 
and the  good prices p a id  fo r  fla x  b y  the  G overnm ent 
F la x  M on op o ly  D epa rtm en t. I n  respect o f a g ricu ltu ra l 
progress, however, i t  m us t be a d m itte d  th a t  La tga le  is 
fa r  beh ind  the  o ther regions o f L a tv ia . The L a tg a llia n  
farm ers are o n ly  now  beg inn ing to  exe rt personal 
in it ia t iv e ,  th e  co-operative system  is s lo w ly  ga in ing 
ground, s tock  fa rm in g  is s t i l l  an in n o va tio n , and the  use 
o f m ach inery  and fe rtilise rs  is s t i l l  l im ite d  and te n ta tive . 
The un ion  m ovem ent is o n ly  in  the  in it ia l stage in  
La tga le , where the re  is an  absence o f the  great a g ricu l­
tu ra l organisations w h ich  have co n trib u te d  to  the  
p ro sp e rity  and progress o f K urzem e and V idzem e. 
There have been recent in d ica tion s  o f a re v iv a l in  
La tga le , and the  a tte n tio n  o f the  G overnm ent has been 
d irec ted  to  its  needs, so th a t  its  a g ric u ltu ra l fu tu re  m ay 
be considered as assured.

As regards stock fa rm in g , L a tv ia n  farm ers have always 
made a p o in t o f breeding o n ly  the  best m ilc h  ca ttle  and 
p roduc ing  the  best q u a lity  ha y  and provender. O f a ll 
th e  hom ed  ca ttle  in  L a tv ia  65.9 per cent, are m ilc h  cows, 
2.3 per cent, are bu lls  and  th e  rem a inder calves. The 
deve lopm ent o f s tock fa rm in g  is supervised b y  505 
co n tro l s ta tions fo r  m ilc h  cows, 377 fo r  bu lls  and 16 
associations fo r  the  breeding of bu lls. D u rin g  the  past 
fo u r  years cen tra l organisations em bracing m ore tha n
10,000 farm s w ith  abou t 120,000 head o f m ilch  cows 
registered 11,424 head o f breeding ca ttle . A n n ua l fa irs 
are arranged fo r  p ro m o tin g  ca ttle  breeding in  the  cou n try , 
68 fa irs  o f the  k in d  ha v in g  been he ld  in  L a tv ia  in  1925. 
The registered cows render on an average 2,051 k i lo ­
grammes o f m ilk  per annum , w ith  a fa t  con ten t a m o u n t­
in g  to  abou t 3.78 per cent. Serious a tte n tio n  is also p a id  
to  horse-breeding, tho ugh  no rem arkab le resu lts have y e t 
been achieved. D u rin g  the  w a r L a tv ia  los t the  greater 
p a r t  of her ca ttle  and horses, and i t  has there fore been 
necessary to  im p o rt a large num ber fo r  breeding purposes, 
especially s ta llions and mares fro m  Sweden, E ston ia , 
D enm ark  and Prussia.

F ro m  th e  foregoing in fo rm a tio n  i t  is ev iden t th a t 
fa rm in g  in  L a tv ia  is m ak ing  no rm a l progress. As regards 
the  d is tr ib u tio n  of land , L a tv ia  m ay  be classed am ong 
a g ric u ltu ra l repub lics w ith  a p re do m ina n t num ber of 
sm a ll and m edium -sized farm s. A ccord ing  to  the  
a g ric u ltu ra l census o f 1923 the re  were 193,741 farm s, 
w h ich  were classified according to  size as fo llow s :—

Up to 2 hectares ............... 8.17 per cent.
From 2 to 10 hectares ... 32.46 per cent.
From 10 to 20 hectares ... 26.18 per cent.
From 20 to 30 hectares ... 11.92 per cent.
From 30 to 50 hectares ... 10.76 percent.

From 50 to 100 hectares ... 9.27 per cent.
Over 100 hectares ... ... 1.24 per cent.

L a tv ia n  farm ers do n o t liv e  in  villages b u t  in  separate 
fa rm s, w h ich  is conducive to  greater in it ia t iv e  and  self- 
reliance. The co-operatives and parishes take  the  place 
o f the  Russian v illage  com m unities as the  l in k  o f con tac t 
am ong L a tv ia n  farm ers. I n  respect o f a d m in is tra tiv e  
a ffa irs  the  ru ra l p o p u la tio n  un ites in  d is tr ic ts , o f w h ich  
the re  are over 500 in  L a tv ia , and these en joy  self- 
govern ing rig h ts , th e ir  elected d is tr ic t  councils ad m in is ­
te r in g  loca l a ffa irs  under con tro l o f the  H om e Office. 
I n  every d is tr ic t  the  po p u la tio n  organises its  ow n ru ra l 
m il it ia ,  w h ich  now  presents a fa ir ly  im p o rta n t force 
based on in te rn a l co-operation . The L a tv ia n  farm ers 
have established the  Farm ers ’ U n ion , w h ich  has deve l­
oped in to  a po w erfu l p o lit ic a l p a r ty  w ith  no fewer th a n  
16 representatives in  P a rliam e n t, and the re  are o ther 
ru ra l organisations w h ich  are also represented in  the  
House. The num ber o f ru ra l members o f P a rliam e n t 
ough t to  be m ore th a n  the  present 28, and i t  is to  be 
hoped th a t  th e  ru ra l po p u la tio n  w i l l  in  t im e  be ade­
q u a te ly  represented in  the  leg is la tive  in s t itu t io n  o f the  
c o u n try , w h ich  comprises a ltoge ther 100 members. 
{The R iga T imes, J u ly  17.)

C E N TR A L A M E R IC A
HONDURAS

General Report.— The economic cond itions in  the  
R epub lic  o f H onduras fo r  th e  year ended J u ly  31, 1925, 
are described in  the  R e po rt o f M r. A r th u r  H . K in g , 
H .M . Consul, Tegucigalpa, w h ich  has been issued b y  the  
D e pa rtm e n t of Overseas Trade.

I n  th e  in tro d u c tio n , M r. K in g  shows how  the  p o lit ic a l 
s itu a tio n  affected the  c o u n try ’s econom y, th e  m a in  
features be ing th e  des truc tion  of p ro p e rty  d u rin g  the  
disorders, the  consequent serious a d d itio n  to  the  in te r­
na l debt, and the  com prehensible h es ita tion  of m erchants 
to  c a rry  large stocks o f goods. A n  endeavour has been 
made to  raise a loan o f $20 m ill,  in  the  U n ite d  States ; 
b u t a p ro v is io n  is th a t the  ex te rna l deb t m ust be settled, 
and i t  is feared th a t th e  cond itions a t present are n o t 
su ffic ie n tly  stab le to  w a rra n t th e  in ves tm en t o f fore ign 
cap ita l. O n O ctober 29, 1925, an arrangem ent was con­
c luded between the  Council o f th e  C o rpo ra tion  of F ore ign  
Bondholders and representatives o f th e  G overnm ent 
fo r  th e  liq u id a tio n  o f the  c o u n try ’s exte rna l in deb ted ­
ness, w h ich , i f  ra tif ie d  b y  Congress, w i l l  m a te r ia lly  
im p rove  th e  financ ia l s itu a tio n . The agreem ent p ro  
vides fo r  th e  paym en t o f £40,000 an nu a lly  over a period  
o f 30 years.

The revenue in  1924-25 am ounted to  £858,594, and  
expend itu re  to  £744,139. T h is  represents an increase 
o f £262,266 on th e  revenue of the  preceding year ; b u t 
is n o t due to  m ore prosperous conditions. The c o u n try ’s 
in te rn a l ob liga tions are estim ated a t abou t £1,700,000. 
D u rin g  the  year the  B a n k  o f H onduras was authorised 
to  issue 250,000 pesos o f paper m oney (£25,000) on con­
d it io n  th a t  the  B an k  destroyed o ld  and w o rn  b ills  to  the  
va lue o f 199,763 pesos. The to ta l c ircu la tio n  was in ­
creased to  673,042 pesos, w h ich  is s t i l l  w ith in  the  p re­
scribed lim its . I n  tim es o f c iv i l  s trife , when pu b lic  
funds are d ive rted  to  m il ita ry  purposes, the  G overnm ent 
finds its e lf in  a pe rpe tua l con d ition  of financ ia l embarrass­
m ent, and is ob liged to  have recourse to  fo re ign  com ­
panies opera ting  in  H onduras fo r  funds w ith  w h ich  to  
discharge its  pressing ob ligations.

The to ta l va lue o f im p o rts  in  the  year 1924-25 
am ounted to  12,752,761 U n ite d  States do lla rs, as com ­
pared w ith  $11,137,917 in  the  preceding year, w h ils t 
exports  to ta lle d  $11,983,051 in  1924-25 and $7,897,006 
in  1923-24. The U n ite d  States he ld  the  prem ier 
po s ition  in  respect to  b o th  im p o rts  and exports. G reat 
B r ita in  was second on th e  lis t  fo r  im p o rts  and th ird  fo r  
exports. I n  1924-25 im p o rts  fro m  G reat B r ita in  
am oun ted  to  £159,184 com pared w ith  £80,024 in  the  
preceding year. B r it is h  goods in  m an y  cases w orked
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o u t dearer th a n  the  A m erican  a rtic le . G reat B r ita in  has 
to  face c o n tin u a lly  increasing com p e titio n  in  co tton  
goods fro m  the  U n ite d  States and o ther countries. 
There is a large m arke t th ro u g h o u t the  whole o f 
C en tra l A m erica  fo r  cheap lines o f c o tto n  su itings, 
p r in ts  and  g rey sh irting s  ; b u t com p la in ts  are 
made th a t  B r it is h  m akers do n o t concern th e m ­
selves su ffic ie n tly  w ith  these possib ilities. M r. 
K in g  continues to  exp la in  th e  s itu a tio n  in  th e  various 
branches o f trade , and also describes the  in d u s tr ia l and 
m in ing  s itua tion . I n  respect to  ag ricu ltu re  he m entions 
th a t  th e  e xp o rta tio n  o f bananas d u rin g  the  yea r was a 
record, 2,500,000 stems being shipped to  G reat B r ita in  
alone. The rem a in ing po rtions  o f the  R e po rt deal w ith  
th e  various o th e r a g ric u ltu ra l products, and also the 
s itu a tio n  o f tra n s p o rt and com m unica tions. D e ta iled  
s ta tis tics  are g iven in  the  A pp en d ix .

SALVADOR
General Report.— In  the  same vo lum e as the  Consular 

R eports  on G uatem ala and H onduras, recen tly  p u b ­
lished b y  the  D e pa rtm e n t o f Overseas Trade, appears a 
R e po rt on E l Salvador b y  M r. H . C. Swan, A c tin g  
B r it is h  Consul, San Salvador.

The exp o rt revenue o f the  R epub lic  du rin g  the  firs t 
five  m onths o f 1925 was 34.8 per cent, less th a n  fo r the  
corresponding pe riod  in  1924 ; b u t the  im p o rt revenue 
he ld  up  w e ll, advancing b y  38.53 per cent. The com ­
bined revenue receipts fo r  the  period in  question fo r  
loan service purposes (70 per cent.) was $2,108,591 in  
the  1925 period and $1,883,226 in  the  1924 period. 
The B udge t la w  fo r 1925 and 1926 provides fo r  revenue 
a t 18,205,860 colones, and expend itu re  a t 18,166,715 
colones fo r  th e  fiscal year ending June 30, 1926, the  
surp lus being 39,145 colones. The ac tua l budgetary 
resu lt fo r  the  calendar year 1924 showed a de fic it of 
473,447 colones, instead o f the  estim ated surplus o f 
89,864 colones. M r. Swan gives the  deta ils o f revenue 
and expend itu re  and states th a t th e  figures show an 
am e lio ra tion  in  the  m ora l and fina nc ia l hea lth  o f the  
R epub lic . There are d is tin c t signs o f economy. In  
regard to  bank ing  i t  is shown th a t  on December 31, 
1924, the  to ta l subscribed and pa id -up  ca p ita l o f the 
three banks o f issue in  E l Salvador, together w ith  actua l 
reserve, was as fo llow s (in  co lones): pa id -up  cap ita l,
10,560,000 ; reserve, 4,050,000 ; banknotes in  c ircu la ­
tio n , 14,537,750.

W ith  reference to  ag ricu ltu re  i t  is  sta ted th a t 
the  1924-25 coffee crop was a d isappo in tm en t, y ie ld ing  
on ly  626,881 sacks ; b u t i t  is estim ated th a t the  1925-26 
crop w i l l  create a record w ith  a probab le  p ro du c tion  
o f over a m illio n  sacks. G erm any was easily th e  largest 
im p o rte r o f coffee fro m  Salvador, purchasing 139,058 
sacks. G reat B r ita in ’s purchases to ta lle d  o n ly  3,669 
sacks. Sales to  the  U n ite d  States fe ll fro m  153,085 in  
1924 to  88,790 sacks in  1925. The to ta l exports  o f 
coffee in  1925 am ounted to  on ly  465,779 sacks, as against 
680,228 sacks in  1924. C o tton was f irs t  exported  from  
E l Salvador in  1923 (51,000 kilogram m es) ; in  1924 the  
exports  rose to  403,000 k ilogram m es. Sugar exports  
fe ll fro m  9,224 tons in  1923 to  5,447 tons in  1924. 
O ther a g ric u ltu ra l p roducts  m a in ta ined  ap p ro x im a te ly  
th e ir  re la tive  places ; b u t rubber seems to  be no longer 
produced.

General trade  cond itions m ay  be described as con­
tin u o u s ly  im p rov in g . The c o u n try  is a tta in in g  a 
degree o f p rospe rity , lu x u ry  and s ta b ility  h ith e rto  
unknow n  in  its  h is to ry  . There is an in fla t io n  o f dem and 
fo r  personal and household requisites o f a m ore refined 
type , a desire fo r  im p roved  and faster means o f locom o­
tio n  and fo r  m any th in gs  h ith e rto  th o u g h t superfluous. 
The im p o rt trade  is beginning to  recover fro m  th e  crisis 
o f a few  years back. I n  1924 im p o rts  to ta lle d  
$11,453,500, as com pared w ith  $8,770,500 in  1923 and 
$7,427,000 in  1922. E xp o rts  in  1924 figu red  a t 
$24,367,500, com pared w ith  $17,058,000 in  1923 and 
$16,214,000 in  1922. D iscussing the  openings fo r B r it is h

trade  the  w r ite r  considers th a t  the re  is no reason w h y  
B r it is h  goods should n o t be im p o rte d  m ore la rge ly . 
B r it is h  firm s are ap pa ren tly  n o t so a live  as those o f the  
U n ite d  States as to  the  poss ib ilities  o f th is  m a rke t. 
Some lines o f B r it is h  goods w h ich  m ig h t be use fu lly  
in troduced  o r pushed m ore v ig o ro us ly  on the  Salvador 
m a rk e t are a g ric u ltu ra l m ach inery, b icycles, boot 
polishes, con fectionery, d is in fectants , dyestuffs, fancy 
goods, fencing w ire  and fencing, haberdashery, house­
h o ld  requisites, k itche n  utensils, m otor-cycles, office 
requisites, novelties, paper m anufactures, perfum ed 
soaps, p e rfu m e iy  and cosmetics, pharm aceutica l specia li­
ties, pho tog raph ic  apparatus and m ateria ls , porce la in  
and china, rubber goods (in c lud in g  m oto r-ca r and b icyc le  
ty re s ), sm all too ls and toys.

N o p ra c tic a l progress has y e t been made tow ards the  
e x p lo ita tio n  o f the  concession fo r  bo ring  w e lls  fo r  
pe tro leum , w h ich  was g ran ted  to  a Salvadorean concern 
in  1912 ; b u t i t  is sta ted th a t  evidence of the  existence 
o f pe tro leum  deposits is now  ava ilab le . There is s t i l l  
no sign o f th e  renewal o f m in in g  operations. In d u s try  
genera lly rem ained in  1924 in  m uch the  same con d ition  
as in  1923. The las t section o f the  R e po rt deals w ith  
tra n sp o rt and com m unications in  the  R epub lic .

T h e  crops in  M exico have su ffe red considerable dam ­
age fro m  floods, w h ich  have also h inde red  m in in g  and 
roa d  b u ild in g  opera tions.

A  c o n t r a c t  has been signed w ith  a B e lg ian f i r m  fo r  
the  cons truc tion  a t San Salvador o f th e  “  N euvo H os­
p ic io ,”  a home fo r  the  care o f th e  poor and sick. The 
s tru c tu re  is to  be o f re in forced concrete.

M e x ic o  has 45,782 autom obiles, o r 1 to  every 311 o f 
th e  po pu la tio n . O f these, 38,107 are passenger oars, 483 
omnibuses and 7,192 tru cks  ; the re  are in  a d d itio n  648 
m o to r cycles in  use in  the  cou n try . Some 97 per cent, 
o f these m achines are of U n ite d  States m anufacture .

THE ECONOMIST’S BOOKSHELF-

THE COST OF LIVING.
The Cost of Living. B y  N o r m an  D e a r l e , M .A ., D .S c.

Lond . (London : P h ilip  A lla n  &  Co., L td .  Price,
3s. 6d.)

Recent ra p id  changes in  the  va lue o f m oney have 
b ro ug h t the  cost o f l iv in g  in to  the  fo reground o f the  
n a tio n ’s life . The v io le n t upw ard m ovem ent o f com ­
m o d ity  prices called fo r th  demands fo r  wage increases 
su ffic ien t to  p reven t a con tinua l low ering  o f the  w orkers ’ 
s tandard  of liv in g . The increased cost of l iv in g  was 
seized on as a ju s tific a tio n  fo r  haphazard wage increases 
in  num erous industries, especially w hen the  excess 
p ro fits  d u ty  stood a t 80 per cent. In d e x  num bers s t i l l  
fo rm  th e  basis of wage rates in  ce rta in  occupations. 
A p a rt fro m  th is , the  cost o f l iv in g  looms large in  the  
evidence o f one of the  parties in  every d ispu te  concerning 
wages. The p rom inen t p o s itio n  o f the  sub ject has led 
to  considerable com m ent on index num bers and the  
m ethods o f th e ir  com p ila tion . The w id e r sub ject of 
the  cost o f l iv in g  has been subjected to  l i t t le  close and 
c r it ic a l analysis. M r. N o rm an Dearie has there fore 
perfo rm ed a considerable seiv ice b y  h is  exam ina tion  of 
th is  im p o i'ta n t and top ica l subject.

Before proceeding to  an exam ina tion  of the  book 
its e lf i t  m ig h t be suggested th a t  the  cost o f l iv in g  has 
loom ed too  large in  wage nego tia tions. The la x  in te r ­
p re ta tio n  o f the  phrases "  a liv in g  wage ”  and “  the  cost 
o f l iv in g  ”  have le ft in  th e ir  t ra in  a series o f wage d if f i­
cu lties th e  settlem ent o f w h ich  m us t precede an y  real 
re tu rn  to  th a t  p rospe rity  w h ich  alone can ensure to  the  
w o rke r am e lio ra ting  liv in g  cond itions. I t  was m ost 
u n fo rtu n a te  th a t  the  w ar years w itnessed a general 
ra is ing  o f the  standard  of life . B r ita in  emerged fro m  th e  
co n flic t w ith  reduced rea l ca p ita l b o th  a t home and 
abroad. Long  arrears o f deprecia tion , th e  d iss ipa tion  
o f reserves, loss of customers, a  he ighten ing o f com peti­
t io n  and ta x a tio n  on a colossal scale, handicapped
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in d u s tr ia l reorganisa tion and developm ent. A  s im u l­
taneous in s is ten t dem and fo r  a h igher s tandard  o f life  
unaccom panied b y  increased effic iency has preven ted a ll 
b u t the  m ost fa vo u ra b ly  placed industries fro m  ach iev­
in g  even a m odera te measure o f p ro spe rity . The m a in ­
tenance o f the  increased s tandard  continues to  be the  
w a tch w o rd  o f th e  coal m iners, though  i t  has been dem on­
s tra ted  th a t  fo r  a sho rt t im e  a t least th e  in d u s try  can 
su rv ive  in  its  present dimensions o n ly  i f  the  standard  is 
reduced.

M r. N orm an Dearie has subjected th e  cost o f l iv in g  to  
a care fu l and searching analysis. A t  th e  outset he 
po in ts  o u t th a t  the  cost o f l iv in g  varies in  d iffe ren t 
occupations. O ver and above the  necessities o f hum an 
existence— food, she lter, c lo th in g  and fue l— the re  m ust 
be p ro v id ed  the  requirem ents o f b o d ily  and m en ta l 
effic iency w h ich  v a ry  w ith  every class of w o rke r and are 
indeed sub ject to  v a r ia t io n  w ith in  each class w ith  the  
tastes, hab its  and psychology o f in d iv idu a ls . The cost 
o f l iv in g  becomes there fore an average cost o f liv in g . 
A n y  figure opera ting  fo r  th e  w hole S tate w o u ld  have to  
be m od ified  to  m eet special ex is ting  circumstances. 
R ents are n o rm a lly  h igher in  London  th a n  in  the  
provinces. Coal is  cheapest near th e  p its .

The m easurem ent o f the  cost o f liv in g  invo lves the  use 
o f index num bers, th e  com position o f w h ich  has been 
w id e ly  discussed in  num erous pub lica tions. The d if f i­
cu lties o f accurate com p ila tion  are fu l ly  appreciated and 
va luab le  suggestions fo r  th e ir  im p rovem ent are p u t 
fo rw ard .

A  considerable p o rtio n  o f the  w o rk  is devoted to  an 
h is to rica l account o f changes in  the  cost o f l iv in g  and the  
num erous factors causing such changes. T h is  survey 
gives M r. Dearie am ple o p p o rtu n ity  to  discuss special 
problem s. Changes in  the  va lue of currency and in  the  
v e lo c ity  o f m oney and c re d it expansion o r e x tin c tio n  
come in  fo r  exam ina tion . The a u th o r’s com m ents on 
these m atters , tho ugh  th e y  con ta in  no p a r tic u la r ly  novel 
features, are always shrewd and po in ted . The rea l cost 
o f l iv in g  is affected b y  these changes in  so fa r  as th e y  
a ffect the  ra te  and cost o f p roduc tion . The m oney 
changes and th e ir  effect on the  w o rke r are too  obvious to  
need discussion here.

The las t f i f t y  pages are occupied b y  an exam ina tion  
o f th e  w a r and subsequent periods. H ere M r. Dearie is 
a t tim es on con trovers ia l g round. H e  states th a t  the  
g reat dem and and shortage o f supplies enabled m an u ­
factu re rs  and producers to  s h ift  m uch d irec t taxa tio n , 
especially excess p ro fits  d u ty , on to  the  consumer. The 
assum ption th a t  ta x a tio n  can be sh ifte d  easily leaves ou t 
o f consideration the  essential t r u th  th a t  the  seller of 
com m odities w i l l  s tr iv e  fo r  th e  h ighest price  obta inab le 
in  the  m arke t despite th e  pressure o f o r freedom  fro m  
fiscal burdens. On page 125 there  is a m istake in  the  
am oun t o f th e  excess p ro fits  d u ty , w h ich  in  1920 was 
increased to  60 per cent, and n o t restored to  80 per cent. 
In c id e n ta lly , th is  is the  on ly  m istake o f fa c t w h ich  the  
rev iew er has been able to  discover.

The im p o rta n t p a r t  p layed  b y  ta x a tio n  in  th e  cost of 
l iv in g  is re a lly  m ore com plex th a n  the  au tho r adm its . 
E ven  the  in d ire c t taxes and loca l rates cannot be w r it te n  
dow n de fin ite ly  as fa llin g  on consumers. The increased 
price necessitated b y  a  ta x  on a  com m o d ity  reduces the  
dem and fre q u e n tly  to  an e x te n t w h ich  compels p ro ­
ducers to  accept a  price  low er th a n  the  previous price 
p lus  th e  ta x . P o rtio n  o f an in d ire c t ta x  there fore 
fre q u e n tly  fa lls  on the  producer. Taxes on com m odities 
m arke ted  in  sm all quan tities  sometimes affect the  q u a lity  
o f th e  com m od ity . H o w  is th is  to  be shown in  com ­
p a ra tive  cost o f l iv in g  tables ? D ire c t ta x a tio n  tends to  
s tay  where i t  fa lls . B u t  heavy d ire c t ta x a tio n  o ften  
influences p ro d u c tio n  and there fore in d ire c tly  operates 
to  h o ld  up prices. T o  get th e  fin a l effect o f ta x a tio n  on 
the  cost o f l iv in g  one m ust endeavour to  discover the  
effects o f th e  G overnm ent expenditu re . A fte r  a ll, 
ta x a tio n  is th e  trans fe r o f w ea lth  fro m  th e  in d iv id u a l to  
p u b lic  a u th o r ity , and the  u tilis a t io n  o f the  transfe rred 
w ea lth  b y  in d iv id u a l owners and b y  the  pu b lic  a u th o r ity

should be ca lcu la ted i f  we are to  a rr iv e  a t a f in a l satis­
fa c to ry  v e rd ic t regard ing the  effects o f ta x a tio n  on the  
cost o f liv in g . M r. Dearie has n o t g iven an adequate 
im pression o f the  in tricac ies in vo lve d  in  h is discussion 
o f th is  p a rtic u la r top ic .

I t  seems to  th e  rev iew er th a t  M r. Dearie has taken  too  
po pu la r a v ie w  on the  sub ject o f p ro fitee ring . P rice  is 
re a lly  de term ined b y  sup p ly  and dem and. The vendor 
o f goods endeavours to  sell a t  the  h ighest p rice  o b ta in ­
able. The bu ye r m ust b u y  in  th e  cheapest m a rke t. 
W here prices were ve ry  h ig h  i t  dem onstra ted a strong 
dem and o r shortage o f supplies, e ithe r o f w h ich  is am ple 
ju s tific a tio n  fo r  a h igh  m arke t. N o  do ub t the  G overn­
m en t were v e ry  s lack abou t the  te rm s o f some o f th e ir  
contracts. F ro m  the  ta xp a ye r’s v ie w p o in t th is  s lack­
ness was unpardonable. F ro m  the  seller’s p o in t o f v ie w  
advantage m ust be taken  o f every favourab le  tu rn  in  the  
m arke t. U n u su a lly  h igh  prices are no rm a lly , and were 
in  th is  case, fo llow ed b y  a huge drop. ¡Stocks had to  be 
liq u id a te d  a t knock  ou t prices. The au tho r r ig h t ly  
po in ts  o u t th a t  consumers should m ake a greater e ffo rt 
to  p ro te c t themselves.

I t  w i l l  be no ticed th a t  th e  somewhat c r it ic a l na tu re  
o f these com m ents has been d irec ted  a lm ost e n tire ly  a t 
sm all side issues. “  The Cost o f L iv in g  ”  is  an a d m ir­
able book. The sub ject has been hand led in  a m aste rly  
m anner. The au tho r combines w e ll th e  h is to rica l and 
a n a ly tica l m ethods. H e  w rite s  c learly . H e  reasons 
log ica lly . H e  is a shrewd observer. Though th e  w o rk  
is sm all, the  sub ject receives exhaustive  trea tm e n t. H e  
a rrives a t the  on ly  possible conclusion, th a t  the  rea l cost 
o f liv in g  can be reduced o n ly  i f  the  na tiona l d iv ide nd  is 
increased. T hough one cannot always agree w ith  the  
op in ions expressed, the  a u th o r’s good sense and w e igh ty  
reasoning w i l l  impress the  reader. The clearness o f b o th  
th o u g h t and expression ensure an apprec ia tive  reception.

D . M . S A N D R A L .
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STATISTICAL SECTION
THE TRADE BAROMETER

Our weekly index is composed of quotations fo r the ten fo llow ing commodities :
1. Pig iron. 3. Coal. 5. Cotton. 7. Hides. 9. Bacon.
2. T in . 4. Linseed O il. 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 th a t day being represented by 100 
(at a tim e when the index in  Table I .  stood a t 150). For a fu ll explanation of our index number see T h e  E co no m ic  R e v ie w , Aug. 
29, 1924, page 194.

TABLE 1.

Date.
]Q20

10 Com­
modities.

Bd. of Tde. 
M on th ly  
Average. Date.

10 Com­
modities.

Bd. of Tde. 
M onth ly 
Average. Date.

10 Com­
modities.

Bd. of Tde. 
M onthly 
Average. Date.

10 Com­
modities.

Bd. of Tde. 
M onth ly 
Average.

Jan. 16 367.9 296.6 1923.
May 14 391.2 325.5 Jan. 12 162.8 157.0 A pr. 18 177.5 164.7 J u ly  17 160.3 157.5
J u ly  16 418.8 316.9 Eeb. 16 177.2 157.5 May 16 171.2 163.7 Aug. 14 158.6 157.0
Dec. 17 257.0 263.8 Mar. 16 192.4 160.3 June 20 167.8 162.6 Sept. 18 158.3 156.0

1921. Apr. 20 198.5 162.0 J u ly  18 167.1 162.6 Oct. 16 154.1 154.8
Jan. 14 244.2 245.9 May 18 198.1 159.8 Aug. 15 175.3 165.2 Nov. 13 153.2 153.7
Apr. 15 202.8 204.8 June 15 190.0 159.3 Sept. 19 167.9 166.9 Dec. 18 153.0 153.2
Ju ly  15 194.4 194.1 J u ly  20 177.3 156.5 Oct. 17 172.5 170.2 1926.
Oct. 14 170.2 180.7 Aug. 17 174.6 154.5 N ov. 14 173.3 169.8 Jan. 15 151.6 151.3
Dec. 16 153.2 167.9 Sept. 14 173.2 157.8 Dec. 12 171.7 170.1 Feb. 12 148.4 148.8
Dec. 30 150.0 Oct. 19 166.0 158.1 1925. Mar. 12 146.1 144.4

1922. Nov. 16 171.7 160.8 Jan. 16 174.8 171.0 A p ril 16 148.1 143.6
Jan. 20 144.0 164.0 Dec. 14 177.0 163.4 Feb. 13 175.2 168.9 May 21 150.2 144.9
May 19 162.1 160.6 1924. Mar. 13 172.8 166.3 June 18 151.7 146.5
Ju ly  14 165.1 160.3 Jan. 18 178.6 165.4 A p r il 17 161.9 162.5 Ju ly  16 153.9
Sept. 15 161.2 154.3 Feb. 15 187.9 167.0 May 15 158.7 159.0 Aug. 6 150.7
Dec. 15 161.2 155.8 Mar. 14 182.1 165.4 June 19 160.6 157.6

TABLE II.

Date.
Pig
iron. T in . 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.
Ju ly  28 ... 92.9 94.5 97.2 157.9 110.1 111.1 97.1 119.0 116.5 119.2 111.15

1922.
... Ju ly  28

Sept. 29 ... 94.3 95.2 92.9 135.1 105.9 117.8 96.4 82.8 104.0 134.6 105.90 ... Sept. 29
Nov. 3 ... 95.5 107.5 100.0 140.3 119.9 133.3 106.5 91.9 104.8 134.6 113.43 ... N ov. 3
Dec. 29 89.4 106.7 91.5 138.6 126.0 120.0 93.5 90.4 89.7 138.5 108.43 Dec. 29
1923.
May 18 ... 110.8 117.9 128.3 166.7 120.2 137.8 102.9 102.7 91.2 242.3 132.08

1923.
... May 18

Oct. 12 ... 93.4 117.1 90.6 150.9 136.4 126.7 84.8 83.0 66.2 145.9* 109.50 ... Oct. 12
Nov. 16 ... 97.2 127.4 97.2 149.1 165.8 128.9 87.0 86.2 73.5 132.7 114.50 N  ov. 16
1924.
Feb. 15 ... 96.7 163.4 96.2 171.9 159.6 151.1 91.3 100.4 65.8 156.1 125.25

1924.
... Feb. 15

J u ly  11 ... 89.6 128.9 74.5 140.4 140.6 142.2 92.8 111.5 80.9 101.4 110.28 ... Ju ly  11
1925.
Feb. 27 ... 84.0 153.8 69.8 178.9 116.0 160.0 95.7 128.9 88.6 95.3* 117.10

1925.
... Feb. 27

Oct. 30 ... 74.5 171.2 59.4 131.6 90.7 115.6 108.7 97.2 94.9 70.6 101.44 ... Oct. 30
1926.
Feb. 5 ... 72.2 165.2 63.2 114.0 92.2 102.2 100.0 114.6 94.1 78.8 99.65

1926. 
Feb. 5

Mar. 26 ... 72.2 165.7 60.4 108.8 87.7 102.2 92.8 108.3 97.1 72.9 96.81 ... Mar. 26
June 18 ... 73.6 163.6 60 .4 f 121.1 83.5 109.4 89.9 127.3 105.1 77.6 101.15 June 18
Ju ly  23 ... 80.0 171.6 60 .4 f 123.7 86.7 100.0 97.1 132.0 100.0 78.8 103.03 ... J u lv  23

„  30 ... 
Aug. 6 ...

77.8 174.2 60 .4 f 127.2 88.0 100.0 97.1 135.2 98.5 79.4 103.78 „  30
77.8 176.5 60. I f 127.2 88.2 103.1 97.1 136.8 98.5 78.8 104.44 ... Aug. 6

f  Nominal. *  Revised Quotation.

SECURITY PRICES.
The fo llow ing table shows the course of prices fo r a representative number of industria l stocks and long dated railroad bonds 

in  New Y ork, fo r tw enty representative indus tria l ordinary stocks in  London, and fo r a selected number of long-dated B ritish  Govern­
ment securities. The prices of the last-named have been averaged exclusive of accrued interest. In  a ll cases the price a t December 
30, 1921, is taken as 100. Significant maximum figures are shown in  heavy type and m inimum  figures in  italics.

I n N ew  Y o rk . I n  L ondon .

Week
ending

Indus­
tria ls . Bonds.*

Indus­
trials.

G ilt
edged.

1920, Jan. 1 128.5 94.1 172.4 99.7
1921, Jan. I 89.9 89.0 116.3 88.6

Aug. 20 80.3 90.4 105.4 93.3
Oct. 29 91.1 92.0 91.1 94.4

1922, Jan. 1 100.0 100.0 100.0 100.0
May 13 114.6 102.4 114.9 117.9
Sept. 16 123.8 107.6 115.2 112.5
Oct. 7 123.9 106.1 113.3 111.7

1923, Jan. 1 121.7 102.5 119.5 113.3
Mar. 17 129.2 98.5 129.3 117.0

24 127.3 97.8 129.a 118.1
Apr. 28 124.1 99.3 137 122.8
June 9 119.7 100.8 130 123.5
Oct. 27 105.7 99.7 126. 119.7

1924, Jan. 1 117.4 98.4 121 . 3® 114.5
„ 19 119.1 100.1 1)9 112.2

June 21 115.3 103.3 118. ‘f 118.0
Nov. 8 130.1 103.7 133.7 120.4

I n  N e w  Y o r k .

Week
ending

Indus­
trials. Bonds.*

Indus­
trials.

G ilt
edged.

1925, Jan. 3 150.7 101.6 133.8 117.5

June
17 151.8 101.9 137.8 117.5
6 158.2 105.3 128.0 115.3

Ju ly
27 160.0 104.7 123.7 113.0
18 165.9 103.2 120.4 115.5

Aug. 1 165.8 101.5 122.2 115.7
22 176.2 102.5 126.3 117.3

Dec. 19 188.9 103.3 130.6 112.8
1926, Jan. 2 195.5 103.6 133.3 113.0

9 196.1 103.6 135.1 113.1
Feb. 13 199.9 104.9 132.0 114.8
Apr. 17 168.7 106.9 121.8 113.3
May 1 176.8 107.6 122.6 114.7

8 172.9 107.2 119.5 112.5
June 25 185.8 106.9 125.8 113.7
Ju ly 24 190.6 106.4 123.1 113.5

31 197.8 106.2 122.9 113.4
Aug. 7 203.7 107.0 123.5 113.4

emhard Scholle &  Co., Ltd.

I n  L o n d o n .

* Pricea^aupplied by Messrs.
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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, L IM ITED ,

30, G RO SVENO R G AR D EN S, 
W E S TM IN S TE R , S .W .l.

Cable Address: SULPHAMMO, LONDON.
A.B.G 5th and Bentley’s Codes.

Bronze BluesH $ m n  £

DAUNTSEY HOUSE 
FREDERICK'S PLACE 
OLD JEW RY  
LO N D O N -E  C 2GAS L IG H T £>C0KE CO.

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 Amqionia. Sulphate of Ammonia (25$% Neutral Quality). 

Prussiate of Potash. Prussiate of Soda.

fiieiajj»
-o IJÏ*. V-

P rin ted b y  the C r y p t  H o u s e  P r es s , L t d ., B ell Lane, Gloucester, and P.'or i -  'id  by the P roprietors a t 6, J o h n
A d e l p h i , L o n d o n , W .C.2.

St r e e t ,


