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PREFACE
; THIS is the fourth book in the series of semi-annual pub-

lications on World Economic Conditions, issued by the

National Industrial Conference Board in cooperation
with its Foreign Correspondents. The Conference Board has
undertaken this work because it recognizes that the economic
development of the United States is subject to a wide range
of international influences which require thoughtful atten-
tion on the part of American business men. In these peri-
odical volumes, the Conference Board presents authoritative
and up-to-date information showing the major trends in
economic activity on a world basis.

This book differs from the previous volumes in this series
in one significant respect. By mutual arrangement recently
made, the Annual Report of the President of the Interna-
tional Chamber of Commerce, entitled, “World Economic
Conditions in 1929,” is given in Part I of this book in place
of the Conference Board’s own review of economic condi-
tions in foreign countries, heretofore forming Part 1. The
Report of the International Chamber of Commerce is fol-
lowed by a somewhat extended review of the economic
conditions in the United States at the beginning of 1930, in
which the National Industrial Conference Board follows its
practice of presenting, especially for the benefit of the Board’s
foreign readers, an outline of the main factors in the economic
life of this country.

Part II of the book contains, as usual, a series of orig-
inal articles in which Foreign Correspondents of the Con-
ference Board state their views on significant economic de-
velopments and problems in their respective countries.
Thus, American readers are enabled to see foreign problems
and conditions through the eyes of competent foreign ob-
servers,

We note with great pleasure that the Conference Board
has received, in time for inclusion in this book, reports from
Sir Arthur Balfour and, in behalf of the Midland Bank,

v
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Ltd.,, from the Rt. Hon. Reginald McKenna for Great
Britain; from Mr. Franz von Mendelssohn for Germany;
from Mr. André Siegftied for France; from Mr. Antonio S.
Benni for Italy; from Mr. E. Heldring for the Netherlands;
from Mr. Louis Dapples for Switzerland; from Mr. Hieron-
ymus Heyerdahl for Norway; from Mr. S. D. Alexander
for Jugoslavia; from Mr. Alexander Popovics for Hungary;
from Sir Henry W. Thornton for Canada; from Mr. Santiago
E. Soulas for Argentina; from Sir Lennon Raws for Australia;
from Baron Takuma Dan and Baron Koyata Iwasaki for
Japan.

In presenting this material, the Conference Board wishes
to express its great obligation to Mr. Georges Theunis, Presi-
dent of the International Chamber of Commerce, and to
the Board’s Foreign Correspondents for their generous assis-
tance in providing American industry, through the National
Industrial Conference Board, with a better understanding
of world economic conditions.

In the preparation of its publications, the National Indus-
trial Conference Board avails itself of the experience and
judgment of the business executives who compose its mem-
bership and of recognized authorities in special fields, in addi-
tion to the scientific knowledge and equipment of its Re-
search Staff. The publications of the Board thus finally rep-
resent the result of scientific investigation and broad business
experience, and the conclusions expressed therein are those
of the Conference Board as a body.

Macnus W, ALEXANDER

DPresident

New York City
April, 1930
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PART 1
WORLD ECONOMIC CONDITIONS IN 1929

By Mr. Georges Theunis, President of the International Chamber of
Commerce, Paris

N HIS report last year, my distinguished predecessor,

I Dr. Alberto Pirelli, presented a summary of world

economic conditions during the ten years that followed

the war and called very timely attention to the importance
of monetary questions during that period.

Europe has taken several years to return to the gold stan-
dard. Even yet, in many cases, the last stage has not been
passed; only the gold exchange standard has been reached.

In the present report it hasseemed advisable to devote con-
siderable space to international movements of capital, as also
to industrial and banking concentration, and the fall of the
price level—the most striking characteristics of the past year.

FinaxciaL CoxnbiTioNs

From the point of view of international movements of
money, the outstanding feature in 1929 was the attraction
of short-term European capital to the New York Stock Ex-
change. This resulted, during the first nine months of the
year, in a general tightening of money on the markets of the
Old World, the first consequence of which was a raising of
discount rates by the banks of issue. Gold exports to the
- United States of America were resumed on a large scale,
foreign issues in New York having come to a standstill.
England was the first to feel the effects of this concentration
of capital in New York. Then, during the last quarter of the
year, came the stock exchange crisis of New York that re-
sulted in a return of capital to Europe, a lowering of discount
rates and a general easing of the situation. But at the same
time the depression of securities spread to the great European

1



2 WORLD ECONOMIC CONDITIONS

exchanges: London, Paris, Berlin, Brussels, Amsterdam,
andeven made itself felt in Eastern Europe, where the money
market is usually not very active. The effects of the stock
exchange crisis also extended to the Baltic and Scandinavian
countries, in particular to Sweden, whence large amounts of
capital were exported.

Despite the speculative tendencies that attracted capital
to New York, the policy of the European banks of issue was
characterized in 1929 by a general determination to increase
stocks of gold and to pass as far as possible from the gold
exchange standard to the gold standard. The heads of the
banks of issue realized that the existence of large foreign
holdings, necessary to the working of the gold exchange
standard, presents certain drawbacks, especially the estab-
lishment of bases of credit that can escape from normal
fluctuations of exchanges and be repatriated for national
needs. Thus, the liquidation by France of part of her hold-
ings in London and their conversion into bar gold increased
the difficulties of the Bank of England.

During the year 1929, the European monetary system
made further progress towards a return to gold. Some
European countries improved their national currency.
Czechoslovakia reached the last stage of legal stabilization,
abolished the pegging of the crown to the dollar and adopted
the gold exchange standard, leaving to the bank of issue the
choice of the right moment to restore the gold standard and
make paper money convertible into gold.

In 1929, Norway passed through the first year of currency
stability after the return of the crown to its old parity.
Switzerland, whose currency had been perfectly stable for
many years, abandoned bi-metallism, adopted mono-metallic
gold, and decreed the adoption of the gold exchange stan-
dard, leaving to the bank of issue the right to return at the
proper moment to the gold standard.

The Grand Duchy of Luxemburg also undertook a cur-
rency reform that placed it, from the monetary point of view,
in the same position as Belgium, with which, moreover, it
forms a very close economic union.

Italy effectively pursued her efforts to adjust her economic
structure to the new value of her currency.
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Rumania also proceeded to the stabilization of its currency
by reorganizing its bank of issue, imposing heavy taxation
to restore a balanced budget, and concluding a loan for 101
million dollars to support the leu.

Finally, Japan returned to the gold standard, and the
Indo-Chinese piastre was stabilized.

On the other hand, the depreciation of various Latin-
American currencies, the closing of the Argentine Conversion
Board, the fall of the milreis, of the peseta and of the Turkish
pound, are to be deplored.

The depreciation of South American currencies has had -
detrimental effects upon the progress of industry both in
Europe and in the United States of America.

In the sphere of government finance, various general re-
marks are called for.

Governments have been obliged to direct their policy
away from foreign loans. This evolution, however, is not
spontaneous. If some Governments have been able to turn
to their local markets and to oblige public organizations
under their control to do likewise, it is because their own
markets were again in a position to deal with important
operations, there being sufficient accumulation of capital and
investors no longer fearing to take up fixed revenue loans.
But certain countries, such as Germany, Austria, Hungary,
were obliged to refrain from having recourse to their usual
lender, New York, because the latter was almost entirely
closed to foreign issues, the attention of American investors
and capitalists being concentrated upon national securities,
carried upward in the boom.

Preoccupations of a budgetary order, that were of such
great importance during the years of European reconstruc-
tion, have passed into the background. Of course, the de-.
sire for balanced budgets continues to inspire Governments;
public opinion, in many countries, would very quickly take
alarm at a deficit, but it may be considered that in this re-
spect we have returned to an almost normal position. The
time is not far distant when loans issued at burdensome rates
may be made the subject of logical conversion. Many
countries that were obliged to suspend public works as a
result of the precarious state of their public finances and

2
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. tension on their own market, will again be able to address
themselves to national investors, and a moderate use of
Treasury notes, as well as a decrease of swollen treasuries,
.will mark a definite return to a normal situation.

~ In a fairly large number of countries, one may also record
a reduction of taxation and particularly a tendency to revise
direct taxes. This is so in Belgium, Czechoslovakia, France,
Germany and the United States. In Great Britain, un-
fortunately, the burden of unemployment and general con-
ditions have not permitted relief from taxation and one may
even forecast an ‘increase of certain taxes when the next
budget is introduced, as a result of the deficit foreseen for
the current fiscal year.

Reductions of taxation are justified by the large surpluses
of many budgets, freed from extraordinary charges and en-
riched by a multitude of taxes. Taxpayers, heavily bur-
dened, are anxious to see a reduction of budget surpluses,
the extent of which is incompatible with sound financial
policy.

. While the investment of available Treasury funds abroad
strengthens national exchange at a time when public opinion
is not yet reassured as to the efficiency of the various mone-
tary reforms, it presents the drawback of disturbing the
money market and warping the direction of credits. Relief
from taxation is justified, moreover, by the fact that the
insufficiency of revenues from normal taxation during the
years of European reconstruction has constrained Govern-
ments to apply rates that cannot be maintained after the
return of States to normal conditions. There is no reason to
persist in exaggerated taxation of incomes any more than of
articles of consumption.

The short-term money market was dominated by the
combined needs of New York and of Germany, and by the
repatriation of gold by the Bank of France. The policy of
restriction practiced by the Federal Reserve Board was un-
able to prevent European capital, attracted by the high
call-money rates, from reaching New York by roundabout
ways: brokers obtained speculative credits from industrial
enterprises. To a certain extent the policy of controlled
money practiced in the United States did not give the results
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that had been expected. On the other hand, England suc-

ceeded in maintaining her circulation at a constant level, des-
pite the considerable fluctuations of her gold holdings. The
Bank of England managed to do this by buying and selling
public bonds upon the London market. The reports of the -
presidents of the “big five” English banks are unanimous
that the policy of the Bank of England was perfectly effec-
tive. :

France provided her bank of issue with new possibilities,
permitting it to negotiate paper on the market, but fiscal
barriers have not yet made it possible to put this innovation
into practice.

1929 cannot be considered as having been a cheap money
year. It was essentially a year of wide fluctuations, the dis-
count rate of the Bank of England having been changed no
less than five times.

The following table gives the changes in the discount rates
of some of the banks of issue:

United States Great Britain France Germany Belgivm
Jan. 1....50 {‘an. 1..45(Jan. 1...35]|Jan. 1..70fJan. 1....40
Aug. 9....60|Feb. 7..5.5 U Jan. 12..65|Aug 1....50
Nov. 1....501Sept. 26..6.5 N Apr. 26..7.5]Nov. 14....4.5
Nov.15....45|0ct. 31..60 C Nov. 2..7.0|Dec. 31....3.5

Nov, 21..5.5 H

Dec. 12..50 A

N

G

E

D

Nethetlands Austria Ttaly Poland

an.  1..45(|Jan. 1...65{Jan, 1, .55{Jan, 1....80
farch23..5.5 | Apr. 24...7.5 ﬁn. 7..60{Apr. 19....90
Nov. 1..5.0(Sept.28...8.5| March....7.0 | Nov. 15....8.5

Dec. 16..4.5| Nov. 23...8.0

Dec. 7...7.5

It cannot be denied that, because of circumstances, the
banks of too many countries are obliged to maintain high
discount ratey detrimental to industry and trade. This
shows that the distribution of capital could be further im-
proved, to the great benefit of production and consumption.
Thus in one country, for example, where private credit is
extended at rates varying from 16% to 30%, and agricul-
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tural credit is currently given at 35%. If one considers that
the official discount rate has never exceeded 9.5%, it will be
agreed that that country is facing an abnormal situation.
However, it must be pointed out that peculiarities of its laws
have kept out foreign capital and that the absence of local
capital makes it impossible to satisfy credit needs,

Taken as a whole, there was an active movement of capital
issues in 1929 on the various markets, but these issues were
nearly always intended for the needs of national industry,
The great money markets, France, United States, England,
were not called upon by their usual borrowers to the same
extent as previously.

After the drastic deflation of the New York Stock Ex-
change, the fall of securities became more marked through-
out the world. It is fair to say that, if New York cartied the
other exchanges upward, this movement was somewhat
artificial, as in Berlin, London, Brussels, Poland, Switzer-
land, Estonia, Finland, Czechoslovakia, it was possible to
record in the early months of 1929, and even at the end of
1928, a downward movement of stock exchange values. This
movement was resumed and became more marked after the
New York crash, but the latter was not the only factor of
depression.

Since the war, stock companies have increased in number
throughout the world, and this has given all the more im.
portance to stock exchanges. This is a consequence of the
evolution of industry itself, that, as a result of concentra-
tion, needs ever-increasing amounts of capital that private
individuals alone can supply only in exceptional cases, but
also this evolution was possible only because of a change in
the conception of wealth by the masses who have come to
attach greater importance to securities. But at the same
time the multiplication of shares and, if one may say so, the
democratization of stock exchanges, have attracted to the
latter new masses of investors whose inexperience causes
nervousness on the money markets. ,

It has seemed important to emphasize this diffusion of
securities among ever greater masses of the population: it
is a factor both economic and social.

There is comparatively little to say as to banking. The
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concentration of financial institutions continued, especially
in the United States, Germany, Italy and Japan. Banks
are becoming more and more a basic factor of our eco-
nomic organization, and their branches penetrate into re-
gions where before the war they were totally unknown. In
this respect, the example of the United States and of Great
Britain plays a part that is far from negligible. The growing
influence of banks is also shown by the increase in the number
of clearing houses, the accumulation of deposits and the at-
titude of the public and of business towards them.

It is also possible to observe an interesting evolution of the
three great money markets: London, New York and Paris.

New York, somewhat disturbed by the excesses of the
stock exchange, has played a less constructive part than in
previous years, The Federal Reserve System was obliged
to take local developments into account first of all, and the
New York market was not freely open to foreign borrowers.
The situation was also complicated by constant gold im-
ports at a time when it was necessary to practise a very
cautious acceptance policy, the high cost of money tending
to keep that kind of business away from New York.

With gold holdings equal only to a quarter of those of New
York, and assailed by very many difficulties, the Bank of
England preserved for London its reputation as an inter-
national financial center. But while attaching primary im-

rtance to its money market, London is obliged to give
increasing attention to the needs of British industry. This
is the reason of an evolution the principal features of which
are: the joint stock banks have somewhat departed from
their close specialization and are developing their acceptance
business to the point of taking the place to some extent of
the acceptance houses. The liquid nature of loans is com-
promised by the precarious situation of industry, and able
minds are urging upon English banks a change of attitude
and the adoption towards industry of the policy of the
banks of continental Europe, and in particular of the banks
of Belgium and Germany, where these methods have proved
their worth; but in order to perform this function English
banks will have to increase their own strength, It should be
pointed out that the Bank of England has supported the
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claims of national industries by the creation of the Securities
Management Trust that will develop into a powerful long-
term credit organization. On the other hand, the Paris
market is dominated by the gold holdings of the Bank of
France that are equal in amount to one-half of the gold re-
serve of the United States. In addition, the Bank of France
has foreign holdings estimated at one billion dollars. In
utilizing these important reserves the interests concerned are
giving consideration to the effect of their policy on the gen-
eral welfare. The Bank of France has already taken steps
to facilitate the development in Paris of a short-term money
market. Thus it has introduced the discount of seven-day
paper, prolonged the time of presentation of paper for dis-
count, and encouraged the creation of an acceptance bank
that will fulfill in Paris the same functions as the London ac-
ceptance houses. Besides, since the war, the principal finan-
cial institutions in Paris have greatly extended their accep-
tance business. '

As the Paris market has regained its pre-war importance
as a long-term capital market and is preparing to develop
actively 1ts short-term money market, there will in future
be three principal markets, London, New York and Paris, to
which industrial and commercial interests of the entire
world will be able to turn, without, however, neglecting
financial centers of secondary importance, but of unques-
tionable value.

The existence of three competing international financial
centers will have a favorable influence on the determination
of money rates, and will also introduce greater regularity in
international monetary operations as a result of the distri-
bution of risks.

In closing this chapter on monetary policy, reference may
be made to the creation of the Bank for International Settle-
ments from which much is expected as regards international
transfers of capital. I shall come back to this important
event later on.

InpustriaL ConpITIONS

The general position of industry was favorable in 1929,
but certain branches suffered from depression.
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The textile industry continues to suffer from overpro-
duction, brought about by the creation of new mills in vari-
ous countries, and increased equipment in already existing
enterprises. The development of Far Eastern industry has
been particularly detrimental to the exports of European
weavers. Cotton mills, both for spinning and weaving, are
now being established in Africa, where the raising of cotton
has made considerable progress in the last ten years. Thus
Belgium has established in its colony, the Congo, large fac-
tories that will be able to supply the needs of barter. These
new developments are not of a nature to improve the posi-
tion of the European cotton industry. Besides, the latter is
suffering from the competition of artificial silk, an industry
organized with a view to mass production and faced with a
crisis of overproduction, to remedy which agreements are
being sought.

The coal industry and the steel industry were, on the
whole, sufficiently active. The mechanical industry, and in
particular the manufacture of railway equipment and rolling
stock, passed through a period of normal activity, in spite
of the fact that exporting countries are in a somewhat more
difficult position as a result of the policy of protection
practised on their natural markets, which are trying to make
themselves self-sufficient.

The construction of electrical equipment has had a good
year. It owes its continuous development to the extension
of power distribution systems and to progress in the rationali-
zation of electrical production in many countries. The de-
velopment of hydro-electrical power has continued in those
countries that possess it, especially Italy, France and Canada;
meanwhile, coal-producing nations are creating important
thermal plants and rationalizing their development.

Despite the depression from which ocean shipping is suf-
fering, there has been a fairly large increase in the number
of bottoms laid and shipbuilders of certain countries appear
satisfied. However, prices are not very remunerative.

The chemical industry profited by an ever-increasing con-
sumption of synthetic fertilizers, especially in Far Eastern
countries. The utilization of the by-products of coal, more
and more considered as a raw material, the recuperation of
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the by-products of metallurgy, the study of synthetic car-
burants, have all made remarkable progress in the last ten
years. Belgium has pushed the rationalization of its coal
and chemical industries very far, as also the production and
distribution of electricity.

In the United States, the manufacture of motor vehicles
surpassed all previous results. European manufacturers have
also displayed great activity, but towards the end of the
year the stagnation of the stock exchanges, by restricting
purchasing power, slowed down the sale of motor vehicles,
Besides, towards the end of the year the output of American
plants fell considerably.

The building industry, so prosperous in recent years, suf-
fered a serious slowing down in a large number of countries,
especially in the United States, Czechoslovakia and Belgium.
But many Governments are contemplating important public
works, the execution of which had been delayed by the mone-
tary crisis, and these schemes will to some extent offset the
lack of private building.

When one considers world industrial evolution since the
war, one cannot fail to be struck by the increasing importance
assumed by the production of articles of consumption, If
the industrial revolution of the beginning of the nineteenth
century saw the expansion of the textile industry, if the
period of development of railways and of steam navigation
marked the great progress of metallurgical industries and of
coal, the post-war period appears to us to be characterized by
the expansion of industries supplying current needs and con-
tributing to the comfort of the masses. Just as increasing
numbers of the masses are accumulating capital in the form
of securities and taking an interest in stock exchange trans-
actions, thus satisfying the incessant needs of industry for
capital, so the general improvement in the living conditions
of wage earners in recent years and the spread of education
have intensified the demand for food-stuffs, luxury and semi-
luxury articles, such as automobiles, radio sets, moving pic-
ture films and artificial silk goods. '

If increased consumption throughout the world is the sign
of an improved condition of the masses, it is at the same
time that of a very important industrial evolution. For
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many years the coal industry and the iron and steel indus-
tries were those that absorbed the most capital and sup-
plied the products playing the most important réle in pro-
duction. Today, in the United States, for instance, the auto-
mobile industry has taken first place. It gives direct
employment to 3,800,000 people, indirect employment to
5§35,000: a total of 4,335,000 workers.

It is obvious how serious a decrease of world purchasing
power would be to this great number of people and how
gravely in turn unemployment in the automobile industry
would affect economic conditions in America. The auto-
mobile industry plays an important part in supporting the
prosperity of the steel, coal, glass, rubber, textile and elec-
trical industries. The capital invested in it is enormous.
The same is true of the moving picture industry and of the
radio industry. Increased consumption has attracted large
amounts of capital to the distribution of goods, and during
the years that followed the war there were important concen-
trations of department stores, breweries, distilleries, and
canning factories, more especially in England. Chain stores
have become one of the characteristic features of the organi-
zation of retail trade in many countries. Branches of large
department stores penetrate into the small localities, along
with bank branches, motor garages and moving picture
houses. This extension is possible only because of a certain
uniformity in ways of living, a certain moulding of the
masses that overshadows national particularisms. But the
novelty of this expansion may induce mistakes; thus, in
several countries, the too early concentration of certain in-
dustries manufacturing articles of general consumption has
resulted in losses to investors. It cannot be denied, however,
that in a few years, investors will have learned their lesson
and promoters will also become more cautious, and thus a
very important evolution will have been brought about.
But the essential condition of this evolution resides in a mini-
mum of freedom for international exchanges, permitting the
widening of markets.

In the course of the year 1929, industrial concentration
continued to progress, especially in the United States, in
France, Great Britain, Germany, Italy and Belgium, The
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crisis from which Great Britain is suffering obliges industry
to reorganize by reducing the number of undertakings, so as
to arrive at a more efficient use of capital, labor and raw
material. But such reorganization is greatly hampered by
the precarious financial situation of the old industries.

Germany continues its reorganization and rationalization
of industry. In many cases more healthy conditions have
resulted. The electrical industry saw three important
mergers in 1929, In the automobile industry the number of
independent firms was reduced from 67 to 40. In banking,
there was the very important Deutsche Bank-Disconto
Gesellschaft merger. Finally, one may point to mergers in
the mining, metallurgical, building, piano, watchmaking and
soap industries.

In Italy, a series of mergers were brought about in metal-
lurgy; a single great enterprise today controls 90% of the
output of cast-iron and 50%, of the output of steel. There
has been a reduction in the number of electrical companies
and a concentration of capital. Italy has also seen concen-
tration develop in shipbuilding, insurance and banking,.

In Japan, the concentration of the textile industry has
further progressed. In this country, the law obliges banks
to own a given minimum of capital, and this has induced
a series of mergers.

In the United States, there has been a change in the atti-
tude of hostility towards trusts, and great mergers are ac-
cepted by public opinion. The concentration of American
"banks continued in 1929 and was marked by mergers of
great importance.

In Belgium, concentration made very marked progress
during 1929. The fact is all the more remarkable as these
mergers were brought about in a period of prosperity, the
high rate of earnings at such times being in general more
likely to promote individualism. The extreme activity of
the money market in Belgium was very favorable to concen-
tration.

It is difficult to give any reliable information about Soviet
Russia. The great political movements still agitating that
nation hamper the play of world economic exchanges. The
closing of that immense market is a cause of constant un-
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easiness. Furthermore, in 1929, Russia, while displaying
hostility to producers of other nations, made an effort to .
conquer certain markets. Thus the underselling of Russian
flax was extremely detrimental to the spinners of Western
Europe; likewise the dumping of matches led to unemploy-
ment, especially in Belgium. At present the Soviet authori-
ties are trying the experiment of immense collective farms
cultivated in common by scientific methods. Labor is to be
furnished by the small peasants whose existence becomes
more and more difficult. It would seem that this attempt
will meet with many difficulties and it may lead to new up-
heavals in Russia.

In the sphere of international ententes, concentration has
made no very great progress: the year was marked by the
denunciation of the zinc “cartel.” The rubber market re-
mained disorganized as a result of the prolonged rupture of
the entente between producers. On the other hand, the
steel and the copper cartels gave favorable results, as did the
entente for the production of wood pulp between Scandina-
vian countries, and international ententes for various other
industrial products.

The match trust pursued its world-wide progress, obtain-
ing a monopoly of production in various countries. The
merger of the “Margarine Unie” and “Lever” interests
gave world-wide importance to this industrial group both in
countries consuming margarine, oil and soap and in coun-
tries producing oleaginous materials.

France adhered to the benzol, ferro-tungsten, railway car
and superphosphates cartels.

Before closing this brief review of the industrial situation,
we would call attention to the growing industrialization of
various countries that may be divided into two categories:
the first are old countries that have arrived at a high degree
of wealth which has made possible great accumulations of
capital; the second are new countries, colonies and domin-
ions, great borrowers of capital.

In the first category, one may class the Netherlands and
Sweden; in the second, the many countries of Eastern
Europe, Africa, South America and Australia,

Holland seems to be the country where industrialization
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most desetves attention. Here is an old trading nation,
whose strength lies in colonies, in agriculture and in its mer-
chant fleet. The accumulation of capital is very large and
Holland is the creditor of many nations. During the post-
war days, the financial market of Amsterdam acquired
great importance and successfully floated many foreign loans.
Likewise, Amsterdam made a great effort towards the de-
velopment of an acceptance market in florins, There is to-
day in the Netherlands a rapid movement of industrializa-
tion. The coal output is being increased and Holland has
become an exporter of that product; at Ymuiden, but a
few years ago a mere fishing port, three blast furnaces are
approaching completion. The chemical industry, in par-
ticular the production of nitrates, is being developed. In one
year, the glass factory of Maestricht increased its activity
by 28% and Dutch brick kilns have succeeded in ousting
Belgian production. In the artificial silk, electric lamp and
margarine industries, Holland is playing a notable part.

Sweden is being led towards industrialization by the de-
velopment of her hydro-electrical resources and mines.

Industrialization of these countries, whose economic de-
velopment is of long standing, deserves close attention, for
it is being carried out with the aid of large resources; capital
is furnished by national savings, goods are carried in na-
tional bottoms and skilled labor, although at high rates, can
easily be found. A perfect banking organization is at the
service of nascent industry.  On the contrary, new countries
that are becoming industrialized, will, for years to come,
enjoy the advantage of low wages and a complete absence of
labor laws, but will suffer from inefficiency of labor, low in-
ternal consuming power and high cost of capital. Indus-
trialization of these countries can only be achieved, in many
cases, by capital from over-industrialized European nations
that are suffering from the restriction of their markets.
These differences of position explain the variability of pre-
vailing tendencies in these various countries as regards com-
mercial policy, as well as the difficulty found in arriving at
formulz capable of harmonizing their divergent national
interests.
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ConDITION OF AGRICULTURE

Agriculture is also undergoing a movement of concentra-
tion, which, because of the very conditions of production,
cannot show itself in an increase in the average size of hold-
ings, but only in the creation of joint sales organizations. In
the United States, the American Cotton Growers Associa-
tion and the Federal Farm Board have recently formed the
United States Cotton Marketing Corporation, a cooperative
company with a capital of 30 million dollars that will buy
the cotton from members and even from independents, build
vast cotton warehouses and ginning mills, and finance the
crop by long-term credits. The Federal Farm Board has also
taken part in the formation of the Wheat Stabilization Cor-
poration, that will buy wheat both from its members and
from independents, build warehouses and grain elevators,
centralize sales and, if need be, export at a loss.

The Wheat Stabilization Corporation will receive from the
revolving fund of the Federal Farm Board an additional
loan of 100 million dollars.

In Canada, the Canadian Wheat Pool makes possible the
accumulation of very big stocks on which large sums have
been advanced.

Conprtion of Lasor

Let us now turn to the industrial situation from the point
of view of labor. Unemployment still continues to an alarm-
ing extent. In Great Britain, there are 1,200,000 unem-
ployed; in Germany there are more than 2,550,000; in
Italy, the average totally unemployed in 1929 was 300,000,
a slight decrease on the figures of 1928. As to the United
States, no official statistics exist, but cross-sections of un-
official figures lead to the conviction that the number of
unemployed is fairly high.

From the point of view of labor conflicts, the year 1929
may be considered as having been really very calm. Strikes
are a feature of modern economic life that unfortunately
must always be taken into account, but in 1929, the impor-
tance of labor conflicts appears to have been very much
smaller than during the previous years.
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Wages showed a tendency to become stabilized, especially
in the United States. England saw a decrease of wages in the
textile industry, brought about by peaceful negotiation. The
railway companies had already set the example. But in
countries where monetary stabilization is still recent: Bel-
gium, France, Hungary, wages have continued to show a
general tendency to rise. That is primarily due to the adap-
tation of prices to the new monetary units. But the general
rate of production would seem to indicate that great varia-
tions in wages, incompatible with the general price tendency
are a thing of the past.

If, as we have seen, the activity of world industry in 1929
may be considered as most satisfactory, agriculture, on the
contrary, has no cause to congratulate itself on the results of
the year. The reports from various countries where agri-
culture plays an important part, bear witness to the gener-
ally difficult situation of the agricultural interests and to a
decrease in their purchasing power. This depression has
shown itself in a marked fall of the prices of agricultural
products, whereas retail prices and those of manufactured
goods were far from following as rapidly. Mr. Keynes has
recently said that the centers of the depression that threatens
the world are not to be found in London or New York, but
in agricultural countries: South America, Australia, Asia
and Central Europe.

Brazil has attempted to valorize its coffee crop, but this
has met with great difficulties. The persistent disorganiza-
tion of rubber production has led to a further fall in prices
and brought about a crisis on the plantations threatened
by competition of native rubber; the intensity of this crisis
will probably contribute to facilitating the application of a
new plan to restrict the bleeding of rubber-trees, now being
discussed.

The world wheat crop was above the average. National
production supplied a large part of the needs of countries
that usually import wheat, and the result has been the ac-
cumulation of large stocks in exporting countries. Thus
Canada and the United States are at present experiencing
difficulties in exporting their wheat to Europe.

On the continent of Europe, Spain increased the area
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under wheat by 500,000 acres and the resulting increased
crop is estimated at 15 million quintals. In Italy, if the area
under wheat has not been increased, production has been
intensified by better cultivation methods suggested by the
Government, thus making it possible to reduce imports
of wheat by 1,000 million lire. In Rumania, the harvest
reached 123 million quintals against 81 million in 1928 and
85 million in 1927. It is therefore easy to understand that
agricultural interests complain of dullness in the wheat trade.

The production of beet sugar in Europe is undergoing a
serious crisis owing to the competition of cane sugar. It so
happens that in Europe—a region of intensive agricultural
production—the raising of sugar beets is of considerable im-
portance as regards the rotation of crops, the fattening of
live-stock and the raising of horses. This explains why most
governments are endeavoring to adopt measures to protect
both the sugar industry and the agricultural classes. Un-
fortunately this policy usually results in an increase of pro-
tection,

European countries producing olive oil, especially Spain
and Italy, are also suffering from dullness in trade. In
Spain, exports of oil have decreased by 60 million kilos; in
Italy, a big harvest had to be disposed of on a falling market.

Italy, Spain, and France all complain of the over-produc-
tion and falling prices of wine; discontent appears to be
particularly strong among French wine-growers.

The over-production of American cotton, taken in conjunc-
tion with the crisis through which the textile industry is
passing, has led to a campaign in the United States for the
reduction of the area under cotton, and has also led the
Government to encourage the creation of joint sales organi-
zations. Countries where cotton cultivation has been re-
cently introduced are suffering from this state of affairs.

If the production of cereals, sugar, textiles, presents itself
under a rather unfavorable light, one cannot, on the other
hand, fail to be struck by the increasing importance of farm
products: butter, eggs and milk, market-gardening and
potato-growing. The growing of potatoes is extending more
and more in Eastern Europe, where potatoes are becoming a
normal element of the food of the masses.
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In these regions also the cultivation of hemp is assuming
more importance and is competing with Italian hemp.

In Europe, the production of eggs and butter is constantly
increasing. The Scandinavian countries, Holland, Belgium,
Ireland and Poland are continually widening the markets
for their eggs, that constitute an important element of their
trade balances. The great increase in the amount of poultry
may also have a favorable influence upon the cultivation of
maize.

The raising of milch cows and the fattening of live-stock
have also given good results.

The efforts made by producers of eggs, meat, butter, vege-
tables, etc., to improve the quality of their products are
worthy of attention. Intensification of the output and im-
provement in the quality of these products show that, in the
case of many industrial nations, there is at once an increase
in the quantity of consumption and a raising of the quality
standards of the masses. This tendency may be compared
with the increasing importance of distribution in economic

life.

MovEMENT oF Prices

One of the more characteristic features of the year 1929
was certainly the accentuation in the fall of wholesale prices
that began in 1924, From this period to the end of 1929, the
fall of wholesale prices amounted to 20%, but it was par-
ticularly felt in 1929. Prices of cereals, maize, sugar, cotton,
wool, jute, hemp, silk, tin, zinc, lead, petroleum and coffee,
all fell considerably, a condition that certain attempts to
maintain prices by restricting production have failed to
remedy. Attempts to valorize coffee, to support cereals
stocks by means of large credits, to restrict the production
of non-ferrous metals, have so far only given inadequate
results.

The general fall of prices has reduced the purchasing power
of the agricultural population and of those engaged in mining,
all the more so as the fall in retail prices has been much less
marked and much slower than the fall in wholesale prices.
Besides, so far, current consumption has not shown any
marked reduction; it has even further developed in the
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United States. However, the slackness of certain semi-
luxury trades and the difference between wholesale and re-
tail prices are among the reasons why economists do not
expect that 1930 will be as prosperous a year as those that
followed the war. In addition, one must not forget the im-
mediate consequences of the stock exchange crisis, agricul-
tural depression and the instability caused by heavy per-
manent investments during recent years.

INTERNATIONAL TRADE

In the course of the year under review, the movement of
international trade was very active and marked by increases
both of imports and of exports of many countries. It is re-
vealed in the tonnage statistics, for the general fall of price
levels frequently led to a drop in the value of exports, except
in countries where the adaptation of monetary conditions is
not yet complete, as, for instance, in Belgium and France.

The great industrial activity, that characterized the past
year, was marked, for countries exporting manufactured
goods, by an increase in their imports of raw materials. The
great animation in international transactions ought to have
exerted a favorable influence on maritime shipping and to
have led to an increase of freight rates. However, the super-
abundance of available tonnage acted in a contrary direction,
and the situation of maritime shipping was not very favor-
able. The stagnation of the wheat market and that of non-
ferrous metals complicated the situation towards the end of
the year.

Air transport continued to make great progress; that
recorded in FEastern Europe being especially noticeable.
Likewise, liaison between railway and highway transport
has marked a new stage in the problem of transportation.

In several countries: the United States, France and Great
Britain, railway companies have created autobus services or
have obtained control of existing motor services. One may
expect a very important evolution in this direction, the rail-
ways giving way more and more to motor vehicles and auto-
buses for medium hauls.

3
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tconomic Conprrions 1n INpivipuar CouNTRIES

*

Economic conditions in the countries whose National
Committees sent in their reports in time for the present
publication, are briefly reviewed below.

We have sought in particular to bring out special features
concerning the evolution of these countries, rather than to
follow any systematic and uniform plan. Fundamental
economic differences existing between the various nations
must of course be taken into account. However, on the
movement of prices, on the crisis of textile industries, on the
difficulties of agriculture, information will be found, the
repetition of which may appear somewhat monotonous. As
a matter of fact, these indications have been multiplied on
purpose, so as to enable readers to appreciate the importance
of the fall in the price level and of the agricultural depression
throughout the world, as well as to supplement the general
indications given in the first part of this report.

The United States

We shall begin by a brief review of economic conditions in
the United States, as that country has not only become the
most important producer in the world, but its very special
situation in the international money market gives it a place
of its own in world economics.

During the first half of 1929, the level of production, as
well as of turnover, remained very high. In the course of the
summer, a slackening of activity was noticeable, and this
depression was greatly accentuated during the last two
months of the year, as a result of the stock exchange crisis.
However, towards the end of the year, there was an attenua-
tion of the slowing down of economic activity. Generally
speaking, the tendency was towards industrial overproduc-
tion, although consumption developed considerably in cer-
tain regions and retail sales were extremely satisfactory.

Profits were high during the entire year and shareholders
profited to an unusual extent in the distribution of special
dividends. The average of profits was 20% higher than in
1928.

Steel production in 1929 increased by 8}4% over 1928,
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every month from February to September inclusive showing
a higher daily average than had ever been recorded in the
highest month of any previous year. Automobile produc-
tion, including Canada, with an output of 5,600,000 cars,
exceeded by 1,000,000 the corresponding figure for 1928.
Exports reached 536,201 cars and trucks, against 507,097 in
1928. In November and December, however, production
declined very rapidly, and the result for the year was' due
entirely to the very high rate of output maintained during
the first part of the year.

The output of electrical power was 97 thousand million
kilowatt-hours against 88 thousand million in 1928.

On the other hand, the building industry was extremely
dull. The total amount of contracts let in 37 states decreased
13% and amounted to 5,754 million dollars, against 6,628
millions in 1928, In November 1929, building contracts let
in 37 States were 17.19, below those let in November, 1928.
The immediate prospects for the erection of private dwell-
ings are not encouraging, but it is to be hoped that public
building will to a certain extent compensate this depression.

In 1929, foreign trade in merchandise showed an increase
of 3% in domestic exports over 1928, and an increase of 8%
in imports.

Agriculture continues to be affected by over-production of
cereals and cotton. The total value of agricultural output
was 85 million dollars more than that of 1928. The potato
crop, although 239, smaller in quantity than that of the
preceding year, was sold at nearly twice the price. As we
mentioned in the first part of this report, the “Federal Farm
Board” intervened to create an organization capable of
supporting the cotton and wheat crops.

Despite a relative improvement in the prices of cereals,
the situation of the agricultural population of the West
remains difficult, because stocks are very high and exports
very low. Southern States are still suffering from the harm-
ful effects of the failure of the land boom in Florida, from the
fall in cotton prices and damage caused by storms. In New
England, the textile industry is depressed and sugar refineries
and rubber factories feel the consequences of price fluctua-
tions in their raw materials.
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However, taken as a whole, the prosperity of industry
attenuated the consequences of the stock exchange crisis,
that were moreover severely felt in Europe.

We referred at sufficient length in the first part of this
report to the position of the New York Stock Exchange for
it to be unnecessary to go over this question again, During
the first 10 months of the year, the United States imported
$276,000,000 worth of gold, but during the last two months,
its gold exports reached over 100 million dollars. Imported
gold came from the Argentine, Canada, England and Ge-
many. The largest gold exports were made to France. These
exports were not compensated by foreign loans. Security
issues, however, attained record figures: 11,604 million
dollars against 9,992 millions in 1928. A certain number of
these issues were actually renewals or conversions, yet fresh
capital attracted to stock exchange securities amounted to
10,195 million dollars in 1929. As usual, the majority of
issues were by stock companies.

On the other hand, the public displayed an increasing
interest in shares and the issue of bonds became more diffi-
cult. Investment trusts played an important part in the
issues to which they subscribed to the amount of 2,233 mil-
lion dollars. The principal countries borrowing from the
United States were Canada, South America, Germany and
Sweden.

News from America is now fairly optimistic, and President
Hoover recently stated that in his opinion the effects of the
stock exchange crisis upon business may disappear in a
month or two.

The following figures give an idea of the activity of the
stock operations (in thousands of shares):

Shares Sold
Year On che N:::,zo;: Stack On the Curb Market
1924 282,033
1926 449,103 .
1927 576,991 93,437
1928 920,550 230,044
1929 1,124,991 473,771

On the other hand, the stock exchanges of the other cities
also showed marked activity (in thousands of shares):
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Year Chicago Phitadelphia Boston
1927 10,695 7959 8,807
1928 38,940 17,850 18,240
1929 82,216 35,520 24,652

The following tables give information concerning issues of
capital.

CarrtaL Issues 1N THE UNITED StATES
' (in million dollars)

1929, oo v 11,604

Below are given foreign issues floated in the United States.
It will be noticed that they decreased considerably in 1929
(in millions of dollars):

Year New lisues Fundings Total
1919 42 263 605
1920 383 138 522
1921 7 50 577
1922 634 125 759
1923 280 79 360
1924 996 248 1,244
1925 1,086 21 1,307
1926 1,145 204 1,349
1927 1,561 163 1,724
1928 1,319 257 1,576
1929 757 22 m

For purposes of comparison, we give a table of capital
1ssues in Great Britain:

CarrraL Issues 1v GREAT Brirain
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These issues may be divided as follows:

Year United India and Other British Foreign

Kingdom Ceylon Countries Lands Total
(in million pounds)
1927 176 1 86 50 314
1928 219 7 78 57 | 362
1929 159 10 44 39 253
Canada

In Canada, very rapid economic progress at the beginning
of the year was halted by the stock exchange crisis in the
United States and by the aggravation of the agricultural
crisis. Although less important than in 1928, the stocks of
grain remainvery large, but the mechanization of agriculture,
by decreasing the cost price of crops, increases the purchasing
power of the farmer correspondingly.

The extraction of mineral products increased by 15%, that
of petroleum doubled; the output of copper and nickel is
making progress, that of wood-pulp increased by 15%.

The importance of public works in course of construction
justifies the belief that the building and allied industries,
and those industries that depend upon it, will easily be able
to resist the depression expected in 1930, In 1929, contrary
to what happened in the United States, building was ex-
tremely active.

According to clearing house figures, production increased
30%. Retail trade was very active, but bankruptcies, al-
though less numerous, were more serious. Dullness in the
trade in cereals led to a decrease in the number of railway
trucks loaded and vessels chartered. Exports decreased 11%
whereas imports increased 5%. The trade balance became
unfavorable, but, in compensation, Canada enjoyed con-
siderable tourist trade.

Great Britain

If we turn towards Europe, our attention must first of all
be directed to Great Britain. From a monetary point of
view, Great Britain has passed through one of the most
critical periods of its history, as a result of Germany’s need
of capital, the dearness of money in New York and the con-
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stant repatriation of gold to France. Thus, England saw
many changes in her discount rate, that was varied no less
than § times; however, the stock exchange crisis of New
York, at the end of the year, led to a favorable détente.

Production statistics show a general improvement of 10%,
but if we consider the figures for each industry, we see that
the iron and steel industry and the coal industry were alone
responsible for. this improvement. Other industries, in
general, are in a difficult position, principally the textile in-
dustry, at present in process of reorganization,

Clearing-house figures show that business remains dull.
Sea transport, so important to England from the point of
view of her balance of payments, suffered from excess world
tonnage and the freight crisis. The chemical and electrical
industries, as well as the mechanical and motor industries,
were among the most favored.

Unemployment showed no tendency towards regression
during 1929; on the contrary, in the first months of 1930 it
still further increased. The depression of the price level
makes it difficult to compare the movement of foreign trade
from one year to the other, but the unfavorable trade balance
has hardly improved. The margin of profits of British in-
dustries is very small, which makes their reorganization all
the more difficult. Besides, bound by tradition, English
banks show a certain hesitation towards direct intervention
in industry.

France

Economic conditions in France in 1929 were dominated by
her monetary policy, a feature of which was the abundance
and the cheapness of money, as well as the repatriation of
gold. During the first half of the year, available floating
capital had been drained abroad: in six months, the foreign
currency holdings of the Bank of France dropped 7,000
million francs, but purchases of gold and conversions re-
duced the net deficit to 2,311 million francs. During the
latter half of the year this movement was reversed and
foreign currency holdings were repatriated by the banks for
the needs of trade, also as a result of the New York crisis.
During this period, the franc rose above the gold point of
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entry, so that the Bank of France was able to play a passive
role: gold was repatriated by private banks and bought at a
fixed price by the Bank of France. Altogether, during 1929,
the gold reserves of the Bank of France increased by 30%,
from 32,000 million francs to 41,500 million francs.

Despite the liquid assets created by the banks, an increase
in the holdings of commercial paper and in the circulation of
banknotes from 64,000 million francs to 67,000 million francs,
was noticed. The resumption of discount business was
marked by an increase in the number of bills held by the
Bank of France: 31,590,000 francs against 27,030,000 francs
in 1928, an increase of 16.857%,.

The Bank of France and the private banks made a serious
effort towards the creation of a short-term money market,
this effort being marked by the extension of the time of
daily operations, the introduction by the Bank of France of
7 day discount loans and the creation of an acceptance bank
by the great financial institutions in Paris. It must also be
recorded that during the whole year the official discount
rate remained fixed at 314%; it was lowered to 3% in
January last. :

On the stock exchange, the depression of ordinary shares
and the return to par of the 4%, rentes must be noted. Also
during the first weeks of 1930 there was a very marked in-
crease in bond issues, the interest on which tends to decrease
considerably.

France’s balance of payments is clearly favorable, as is
shown by her gold imports; on the other hand, her commer-
cial deficit has increased: it now amounts to 8,212 million
francs as against 2,100 million francs in 1928. Exports de-
creased by 1,237,000 tons and imports increased by 10,107,-
000 tons as compared with 1928, Agriculture was obliged
to dispose of large wheat and wine crops at falling prices.
The fall in wholesale and retail prices began after 2 maximum
reached in May. But, taken as a whole, the cost of living
has increased. On the other hand, export prices have de-
creased. , ,

Industry enjoyed a period of great activity: taken as a
whole, the increase of production was 10%. The production
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indexes for the different industries for the last two years are
as follows:

1929 1928
Mechanical industry............. RN e 159 138
Mining i etereratater i, 124 17
Building it resiierireiiiiae. 125 97
Rubber et eenrreirreeraans 900 587 .
Textile e everees 90 99 (world crisis)
Leather ettt etreirerrrinaees 105 130
Motor e e 600 610

The output of coal, which was 52 million tons in 1928,
rose to 55 million, but consumption increased from 70 million
tons to 83 million tons. The increase in the output of potash
is also noticeable.

There was no unemployment in French industry, but, on
the contrary, a dearth of labor. The number of strikes de-
creased. The average increase of wages was 10%, against
5% in 1928. Labor immigration continued, in keeping with
the needs of industry.

Belgium

Belgium had a very active year, industrially and finan-
cially; production levels were high, but the end of the year
was less favorable and the year 1930 began with indications
of depression. The reorganization of industry was continued
and mergers of all kinds of enterprises were very numerous,
but as a result of more difficult general conditions, ententes
between producers, that had previously been somewhat
neglected, resumed their importance.

As in many countries, wholesale prices fell heavily. But
the last effects of the inflation that preceded monetary re-
form in 1926 continued to make themselves felt on retail
prices that continued to rise, as did salaries both in public
services and private employment.

The unfavorable trade balance increased by 50% as com-
pared with 1928, but it remains far below what it was in pre-
war years. The deficit is principally caused by the increase
of imports of raw materials, a sign of greater industrial
activity, If the unfavorable trade balance grew, on the other
hand, the balance of payments remained very favorable, as
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was shown by the gold imports and the inflow of foreign cur-
rency holdings. The abundance of liquid capital, especially
after the New York Stock Exchange crisis, made it possible
to reduce the discount rate by successive stages from 59, to
3%%. The Treasury was exceedingly prosperous, which
made it possible to reduce taxation and to redeem a 1920
foreign loan of which 30 million dollars remained in circula-
tion. Likewise, the very satisfactory state of public finances
made it possible to undertake important public works that
will react favorably against the world-wide depression and
the slowing down of private building activity.

Capital issues remained at an extraordinarily high level,
exceeding even the possibilities of investors and making it
necessary to have recourse to credit. The result was a very
difficult position on the stock exchange, further aggravated
by the crisis in New York, which suddenly accentuated the
fall in prices that had made itself felt in the beginning of the
second half of 1928. In one year, the fall in the value of
securities amounted to 309, or 34,000 million francs. The
monthly average of mortgage loans rose from 308 million
francs to 426 million francs.

Belgian agriculture suffered severely from an extraordi-
narily dry year following upon a very hard winter, from the
sugar crisis, the dullness of the wheat market, the heavy
sales of French flour, and a partial failure of the market-
garden crop. So the demand for credit is constantly on the
increase. However, one may point to the considerable de-
velopment of aviculture; 616 million eggs were exported as
against 525 millions in 1928,

Industry, always active as a whole, suffers from a shortage
of labor and especially of skilled labor. Stimulated by the
activity of other branches, the coal industry emerged from
its severe crisis, and in a single year stocks fell from 1,057,000
to 321,000 tons; at the same time imports of coal increased.
At the present time, stocks are built up again and amount to
500,000 tons.

For 9 months the iron and steel industry enjoyed a period
of great activity, but during the last quarter it put into
force the reduction of output decided upon by the interna-
tional cartel and certain blast-furnaces were extinguished.
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The glass industry is in process of concentration and is
adopting exclusively mechanical methods. Stocks are fairly
high in this industry.

Textile industries, especially cotton and flax, leather and
hides, are depressed in Belgium as they are everywhere else.

The industrial output of the Grand Duchy of Luxemburg,
united to Belgium by an economic entente, followed an as-
cending curve that was succeeded bya depression. In Octo-
ber, the output of pig iron and steel attained its maximum
and then began to fall, as a result of the lowering of prices
and of the reduction of output imposed on all members of the
steel cartel. The demand for labor continues far in excess of
the supply and has to be imported from abroad.

Germany

The feature of the economic evolution in Germany in 1929
was the persistence of the relapse that had begun to make
itself felt in the middle of 1928. Although it was possible
to maintain production at a relatively high level, especially
in basic industries, business experienced serious difficulties,
the genesis of which was essentially the dearth of capital
from which Germany is suffering. Germany did not find it
possible last year, any more than in previous years following
the stabilization of the currency, to accumulate by her own
efforts the capital necessary to develop her factories and to
avail herself to the utmost of their productive capacity, and
to offer employment to those in search of it. There was an
increase in unemployment, due chiefly to thedearthof capital.
This also increased the number of bankruptcies and receiv-
erships. The dearthof capital was further accentuated by the
drying up of the flow of foreign loans which, ever since the
stabilization of the currency, have made it possible to meet
the most urgent needs of Germany’s balance of payments.

Agricultural production was fairly satisfactory—less so,
however, than in 1928; but agricultural classes suffered
specially from the scarcity and high cost of credit. Mining
output was good, but the same cannot be said of metallurgy,
which only managed to maintain itself by increased ex-
ports. Potash mines suffered from the decrease of revenue
of the agricultural classes. Taken as a whole, industrial pro-
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duction in Germany maintained itself, thanks to exports,
slightly above the level of the corresponding period in 1928,
if one may judge from the index established by the Institut
fir Konjunkturforschung.

German exports showed a further progress during the past
year, whereas imports did not attain the level of the previous
year. The growth of foreign trade was influenced by the
following circumstances. The improvement of agricultural
production led to an increase of exports and a decrease of
imports. As regards industrial products, the reduction of
the internal purchasing power led to a drop of imports and,
as Germany was obliged to utilize her whole capacity for
production, there was greater German activity in foreign
markets. Thus the fact that financial conditions were favor-
able in ‘mportant countries taking goods from Germany
was a valuable factor in the increase of exports. The un-
favorable balance of payments could, however, in the past
year, be adjusted only by the help of foreign credits and,
for the most part, of short-term credits.

Concentration continued in 1929 but less rapidly than
during the preceding years; great banking mergers were par-
ticularly noteworthy, as well as ententes between German
and foreign enterprises.

Lower industrial activity showed itself in particular by
greaterunemployment than in 1928; in the course of January,
1929, there were 2,400,000 unemployed; in July, there were
still 804,000; in December, a little less than 2 millions.
Despite this, however, wages continued to increase.

Austria

Austria also suffered in 1929 from the industrial depression
that extended over all Central Europe. Although there was
no violent crisis, after a fairly satisfactory activity during
the first 8 months of the year there was considerable increase
in unemployment.

The general depression led both to a falling off of Austrian
exports and to greater competition, not only on the Austrian
market but also in neighboring countries, the normal outlets
for Austria’s excess production. This was more especially
the case as regards the largest importer of Austrian products,
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Germany, where the trend of business normally has an im-
mediate effect on conditions in Austria. Nevertheless, the
total foreign trade figures for 1929 show very little change,
because of increased exports to countries of western Europe
and overseas.

On the other hand, agriculture made great progress, and
Austria was able to reduce considerably her imports of food
stuffs. This improvement is, however, threatened by the
general agricultural depression.

Austria continues to suffer from the closing of most of her
former markets by tariff barriers, and is keenly interested in
the efforts being made towards a lowering of tariffs by col-
lective action.

The Netherlands

The Netherlands is becoming rapidly industrialized: the
metallurgical, coal, chemical and glass industries are assum-
ing great importance. The coal output was as follows:

Numbet of
Oueput Workers
1928 10,920,000 tons 34,464
1929 11,575,000 tons 37,440

During the year 1929, industry made general progress,
especially in ship-building; the organization of the margarine
trust throughout Europe was perfected and has become a
real power. Likewise, the Philips lamps interests were ex-
panded, and the Dutch artificial silk industry reached an
agreement with the German plants. There was little unem-
ployment, and that on a decreasing scale, except towards the
end of the year in the diamond cutting industry.

Textile and leather industries suffered from the conse-
quences of world depression, and the sugar crisis forced sev-
eral refineries to close.

However, the position is not so brilliant as appears at first
sight: in addition to the general fall in the price level,
economic conditions in Holland suffer from a decrease in the
output of Dutch enterprises in the East Indies and the fall
of the purchasing power of the latter. The excess of imports
over exports increased by 563,000 tons, valued at 65,000,000
florins; the fall of prices affected exports. There was also
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a reduction in the market for fresh pork, the exports of which
fell from 62 million florins in 1924 to 14 million florins in
1929, as a result, in particular, of the almost complete closing
of French markets. This particularly affected agriculture,
which also felt the overproduction of hot-house cultivation
and the low prices of farm products. The following table
illustrates this point:

Exports of Fresh Vegerables Exports of Fresh Fruits
1928 504,508 tons 68,837,000 florins 43,024 tons 10,975,000 florins
1929 527,671 tons 62,321,000 florins 68,135 tons 11,363,000 florins

Deposits in agricultural banks decreased as a result of low
returns from market gardening.

The stock exchange was affected by the world wide de-
pression of shares. As regards issues, foreign loans represent
only a small fraction of the total, as indicated by the follow-
ing figures, showing the percentage of foreign loans in the
total of capital issues:

2 S N 69.9
1928, e 46.2
1929, iiie i 29.1

Italy

During the first half of 1929, economic conditions in Italy
passed through a period of slow recovery, but during the sec-
ond half, the international tendency hampered the upward
movement and neutralized the advantages already obtained.

An abundant wheat harvest made it possible to decrease
wheat imports by one million lire, which together with the in-
crease of exports, reduced the unfavorable trade balance by
950 million lire by comparison with 1928.

From the industrial point of view, 1929 was marked in
Italy by further concentration, less unemployment, increased
consumption of raw materials, coal and electrical power, as
well as by lower profits.

The decrease in the number of wholly unemployed was
8%, although the total still exceeds 300,000.

Agriculture enjoyed a marked improvement of acreage
yield, especially as regards maize. Potato growing made
further progress. The output of iron and steel reached a
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considerably higher level than in 1928—a level which had
never previously been reached. '

The output of textiles remained high, equipment was in-
creased and exports further developed, but at prices that
were not very remunerative. The silk industry felt the in-
fluence of the New York crisis which led to a fall of prices
during the autumn.

The automobile industry felt American competition;
prices are declining and profits are small.

Ship-building passed through a difficult period; however,
97 vessels were launched against 68 in 1928, and 99 new keels
were laid.

The output of electrical power increased by 7.7%, that of
chemical fertilizers by 10%. Building activity also in-
creased.

As a result of the revalorization of the lira and of the world
tendency, the price level is falling.

Emigration remained about the same as in 1928, but a
change of direction was noticeable. Emigration towards
Europe increased, while emigration towards overseas coun-
tries was less marked.

Italy continues to suffer from her small accumulation of
savings, although there was an improvement in 1929. Short-
term money became dearer, and amounts available for long-
term investment remained inadequate. Net issues in 1929
amounted to 4,645 million lire, against 2,698 million in
1928. The fall of the stock exchange was not very marked,
but fixed revenue securities also fell.

Spain

The features of the year in Spain were the fall of the
peseta, and the consequences of a policy of State interven-
tion. After a very bad harvest in 1928, Spanish agriculture
had a normal year in 1929, despite the fall in exports of olive
oll. Experiments with the raising of cotton and tobacco
were successful.

The trade balance, which remained unfavorable, suffered
from the fall in prices of mineral products: copper, lead, iron.
The textile industry was affected by the world crisis and by
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the competition of artificial silk. The paper industry and
the output of coal increased.

Although during the first half of 1928 there was a fall in
prices, the depreciation of the peseta led to a price increase
during the last six months of the year.

The financial crisis from which the railways are suffering -
still persists, but highway transport has made fresh progress.

The stock exchange crisis was aggravated by the fall of
fixed revenue securities, Government and municipal bonds,
etc., and of railway and electrical shares.

Scandinavian Countries

Each of the three Scandinavian countries presents different
economic features, but we group them together according to
the usual custom.

Despite the fall in wholesale and retail prices, Denmark
had a favorable year, marked by decreased unemployment,
increased railway revenues and to some extent by stock
exchange stability.

The situation of Sweden may be considered as really satis.
factory. This country is becoming more and more indus-
trialized, and at the same time its economic conditions are
more and more assuming an international character.

During the year under review, capital was abundant and
interest rates remained fairly low, which encouraged exports
of capital. The stock exchange was affected by the world
ctisis, principally as regards Swedish securities quoted abroad.
At the end of the year, the discount rate was raised.

Agriculture profited by an increase in butter and egg
exports, but the cereal crops were sold at low prices, and the
acreage under beet sugar was decreased.

Forestry was hampered by the lack of snow, necessary to
moving lumber on sleds. Sales of lumber increased, but
prices fell from 3% to 6%. Likewise wood pulp exports
made further progress.

The iron industry showed constant improvement up to
September but slackened after that date. Exports of ore
were very strong. The year was uneventful as regards rela-
tions between capital and labor. Shipping interests wel-
comed with enthusiasm the suppression of the tonnage tax
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that had been in force for three centuries. In order to meet
the great needs of shipping for capital, a maritime mortgage
bank was created. Shipping was very active, but suffered
from dullness of the freight market.

Norway completed its first year of monetary stability,
following the return to the gold standard at the old rate of
exchange. Financial restoration and monetary deflation
made further progress, marked by a decrease in the number
of failures, although losses were still very high. In this
country also, agriculture was affected by the fall in prices
and the situation is rather unsatisfactory, although less so
than in countries where the cultivation of wheat is highly
developed. Agriculture suffers from a lack of sales organiza-
tion to dispose of its products. The raising of silver foxes
has assumed great importance in Norway, and 40,000,000
kroner are already invested in this industry. After a depres-
sion that lasted for several years, the prices of lumber have
improved, but the market for wood pulp is dull. Important
catches of fish were disposed of at low prices. The fish
canners cartel continued to function. Whaling has greatly
developed and produced 1,206,000 barrels of oil as against
801,500 in 1928, Ore exports also made further progress in
1929 '

Estonia

Thanks to plentiful crops, Estonia in 1929 overcame the
effects of a bad harvest in 1928, and butter exports made
fresh progress. Conditions for moving of lumber were
unfavorable because of the lack of snow, and this, with the
consequences of the bad harvest of 1928, led to a drop in
foreign trade despite the fact that the industrial output was
greater in 1929 than in 1928,

The fall in the price level was also felt.

During 1929 Estonia continued the expansion of its rail.
way and highway systems, and the Government took over
the upkeep of roads from the local authorities.

Finland

Like Estonia, Finland underwent a crisis at the end of
1928. This crisis became worse in 1929 and was marked by a
4
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great dearth of money, the fall of wholesale prices and un-
satisfactory results of foreign trade. The harvest having
been inadequate, the purchasing power of the public was
diminished. '

The agreement between Sweden, Norway and Finland for
exports of wood pulp was maintained.

Switzerland

Switzerland had a very stable year, with a tendency to-
wards depression during the latter half.

There was a slight improvement in the agricultural crisis
that has now lasted for three years; good weather and the
dissemination of credit exerted a favorable influence. The
wheat crop represents only 4%, of the total agricultural pro-
duction, 37% of which is supplied by milk, 20%, by the fat-
tening of live-stock and 139, by the raising of hogs. In 1929,
the Government gave up its wheat monopoly, conditions
generally having become satisfactory.

The output of electrical power did not make any marked
progress, the plants now in course of construction not having
yet begun to distribute electricity, but consumption in-
creased by 10%.

The Swiss textile industry suffered severe depression, as
elsewhere, and the margin of profits was very small. Con-
ditions in the cotton industry became very bad during the
latter half of the year. Silk underwent a crisis similar to that
of 1921 but even more serious. The real silk industry was
hard hit and the artificial silk industry earned but small
profits.

Large orders for machinery were received, but foreign
competition kept prices down; at the same time, Switzer-
land—a large consumer of raw materials—complains that the
international iron, steel and copper cartels keep prices up.
On the other hand, in the dye industry, a fall in prices was
prevented by an agreement between German, French and
Swiss producers.

The tourist season was good in winter, summer and
autumn, but the average stay of visitors was shorter.

Foreign trade was affected by the fall in export prices and
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by the increased volume of imports of manufactured goods. -
Exports of milk and chocolate declined.

During the past year, Switzerland officially adopted gold
mono-metallism and, after perfect currency stability for
several years, authorized its bank of issue to return to the
gold standard whenever it thought advisable to do so.

Stock issues were numerous despite the fall in the value of
stock exchange securities that began at the beginning of the
year and which was aggravated by the effects of the New
York crisis. Foreign loans issued in Switzerland were slightly
more important than in 1928; private money was also dearer,
despite the fact that the discount rate remained unchanged.

Poland

Poland suffered in 1929 from constant depression, marked
by a fall in the prices of agricultural products, especially of
wheat and potatoes, of which there was overproduction. As
65% of the population is dependent upon agriculture for a
living, it is easy to realize how serious this situation is to the
Polish people. In order to support agriculture, the Govern-
ment introduced export bonuses for cereals, which were sold
at the lowest prices recorded in the world.

However, prices of livestock and of dairy products did not
undergo any modification during the year. These products
represent an important branch of Polish exports, and it was
due very largely to their stability that the agriculeural crisis
was not more serious. The output of sugar beets was high.

The coal mining industry was very active; for the first
time, the quantities mined were 12.6%, above pre-war levels;
exports were 7.7%, and consumption 14.7%, above the 1928
figures. As regards coal exports, those to Central European
markets, and specially Italy, decreased; on the other hand,
those to the Scandinavian and Baltic countries increased.
Negotiations were opened with representatives of the British
coal industry with a view to arriving at an agreement as
regards the Scandinavian markets.

The crisis in the textile industry, which employs about
30% of all the laborers working in the Polish factories, was
marked by a decrease of production, due to a reduction of the
purchasing power of the home market. Such was also the
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case in the iron foundries, whose output decreased con-
siderably. On the other hand, the output of zinc increased
by 5%, and zinc exports by 20%. The artificial silk, sul-
phuric acid, and coke industries also increased their output.

The construction of the port of Gdynia, begun several
years ago, made notable progress, as shown by the following
figures: in 1924, the port did not exist; in 1926, 601 vessels
entered or left, carrying 413,000 tons, and in 1929, 3,092
vessels entered or left, carrying 2,902,000 tons.

As in previous years, Poland had considerable need of
foreign capital.

Despite the agricultural crisis, the unfavorable trade bal-
ance was only one-third of the figure for 1928,

Czechoslovakia

Towards the end of 1928, Czechoslovakia experienced the
beginning of a depression in the textile, sugar and malt indus-
tries. The dullness of business spread in 1929 and became
more accentuated towards the end of the year, and even now
one cannot consider that the bottom has been reached.
There was a considerable drop in exports and a large in-
crease in imports, but imports of raw materials slowed down
towards the end of the year. Czechoslovakia suffers from
agrarian protection by other countries and tariff difficulties
with Germany and Jugoslavia. Wheat cultivation resulted
in losses because of the decreased yield and falling prices.

Brown coal, coal and coke industries showed an increase of
production, but iron and steel remained stationary.

Unemployment increased in the textile, sugar, brewing
and building industries. Wholesale prices of industrial and
agricultural products fell, as did retail prices.

Czechoslovakia passed through the last stage of the legal
stabilization of its currency, by restoring the free converti-
bility of paper money. The bank of issue increased its gold
reserves, loans abroad decreased and public finances were
healthy. The fall in stock exchange securities was marked.

Railways suffered from lack of capital to renew their roll-
ing stock. On the other hand, the progress of highway trans-
port is shown by the increase in the number of cars, from
- 60,000 to 78,000.
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Hungary, Rumania and Jugoslavia all complain, as will be
seen below, of the scarcity and high cost of credit. Gen-
erally speaking, the first need of Eastern Europe is credit
with which to obtain equipment and develop its national
wealth. The poverty of Eastern Europe necessarily re-
stricts the markets available to industrial Europe.

Hungary

Hungary, an essentially agricultural country, is passing
through a period of general depression owing to the fall in
the prices of wheat and a smaller harvest of this cereal, not
compensated by an increase in the production of maize and
of potatoes. Hungarian agriculture suffers from a lack of
long-term credits and is selling its products below their pre-
war prices.

The industrial situation can hardly be described as favor-
able: while the output of coal increased by 229, as compared
to 1928, that of industry as a whole decreased by 10%. Ac-
count must also be taken of the fall in the wholesale price
level which was felt in Hungary as everywhere else. Wages
continued to rise.

However, while from 1924 to 1928, the unfavorable trade
balance continued to increase, the trend was reversed in
1929: exports increased by 28%, and imports decreased.

The situation on the international money markets led to
an increased reduction of imports of foreign capital. So
Hungary has passed through a period of dear money, marked
by an increase in the discount rate. The bank of issue saw
its gold reserve fall from 260.3 million pengos to 209.8
millions.

Taken as a whole, the decline in the value of stock ex-
change securities was from 20%, to 309,

Rumania

Rumania continues to feel the consequences of the war and
of the agricultural reform. The peasants, who have now
become landowners, lack capital and, in order to obtain it,
have to pay from 30% to 359, interest. The returns of
Rumanian agriculture are extremely low and do not exceed
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800 Swiss francs per year and per holding.. In addition, prices
have fallen below world prices. Agriculture suffers from a
lack of silos, elevators and means of transport. '

The cereal harvests attained very high figures as shown in
the following table:

19%. .o 72,964,000 quintals
1926, .. 122306000 “
1927, 85323000
198, 85841000 «
1929, . 133128000

Forestry and lumber industries were normal. The amount
of oil was double the pre-war output. The trade balance
improved after the harvest. Exports of oil and its by-
products increased greatly, but the prices of these products
and of oil in general, fell sharply.

Despite the rather difficult position of the country, high-
way transport is developing very rapidly, the number of cars
being eighteen times greater in 1929 than in 1923, as shown
by the following figures:

From the monetary point of view, Rumania has entered
upon a policy of legal stabilization; it has reorganized its
bank of issue, concluded an important loan abroad and, by
heavy taxation, insured a balanced budget. The gold stock
increased by 950 million lei.

Despite stabilization, foreign capital shows little inclina-
tion to invest in Rumania, except investments made by
Belgian capitalists. This lack of capital is the cause of the
dearness of money; the official discount rate had to be raised
from 6% to 924%; private credit is negotiated at from 16%
to 30%; we have seen above how great a burden this is for
agricultural credit. Stock exchange transactions were very
slack.

It is therefore easy to understand the efforts made by
Rumania to attract foreign capital. During the current year,
the Government abolished all barriers to the movement of
capital; it handed back a number of public services to private
enterprises. The Commercial Code was reformed, as was
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the mining law, The new law on oil-wells authorizes the
concession of national lands to foreign companies, increasing
the extent and duration of such concessions.

Finally, the Government suppressed the inalienability of
small agricultural holdings,

Jugoslavia

Jugoslavia was favored by a good wheat harvest and ex-
ports of bauxite doubled. The national textile industry met
the needs of the country to an increasing extent.

The trade balance was favorable to the extent of 327 mil-
lion dinars. As in most countries of Eastern and Central
Europe, interest rates were high.

Greece

In Greece, financial stringency following on post-war
inflation, and the economic burden of the refugee population
—the chief problems with which Greece is faced—are gradu-
ally being solved. The principal difficulty at present is the
newly created industrial enterprises which are at a definite
economic disadvantage in Greece, a question that the Na-
tional Bank of Greece is endeavoring to settle. A vigorous
program of Government aid to industry is stimulating
the liquidation of business conditions. Overproduction of
the principal exports, currants and tobacco, has forced
prices down,

Danzig

The trade of Danzig suffered a severe setback in 1929.
The prolonged spell of frost which stopped navigation at the
beginning of the year, the fall in prices of the stock exchange
and produce market, and the policy of economic protection
of certain neighboring countries led to a decrease of harbor
activity and an increase of unemployment, with more nu-
merous bankruptcies and receiverships.

Australia

In Australia, business activity was maintained in 1929
at about the level of the preceding year, although the present
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business outlook is not bright. . An upward tariff revision is
expected to check imports which are also affected by the -
lower purchasing power and thestringent financial conditions.
Refinancing by the Government, and the long coal strike-
deadlock of New South Wales during the past year, also
adversely 4ffect the immediate outlook. Low prices for wool,
wheéat and other exports brought down the purchasing power,
but it is hoped that plans to organize marketing, now being
considered, will greatly improve prospects in the near future.

India

Economic progress in India during the year was impeded
by political and labor difficulties. Foreign trade, both in ex+
ports and imports, declined below the levels of the previous
year. Serious strikes in cotton, jute, tinplate, lock and rail-
way groups combined with increased foreign competition
to hinder the development of native industries, which have
become an outstanding business and political consideration
in India. The only countries that increased their trade with
India during the year were Japan, Kenya Colony, Australia,
and Canada, due respectively to increased shipments of
piece goods, cotton, wheat and automobiles. '

Japan

The chief event in Japan during the year 1929 was the
announced removal of the embargo on gold exports in effect
since 1917. Notable progress in the strengthening of the
financial position of Japan made this decision possible. More
than a hundred bank mergers and dissolutions eliminated
much financial weakness, while the prevailing depression of
the year was relieved to a certain extent by the smaller un-
favorable balance of trade,this result being due to increases
in the exports of raw silk, cotton and silk textiles, hats, and
marine products. Industrial production was larger than in
the previous year, ingot production increasing by about one-
fourth. Stabilization of the cotton textile, raw silk, rayon
markets by restrictions in several forms has given favorable
results. Throughout the East of India, Japan and else-
where, the creation of new air transport lines promises to
stimulate business activity.
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~ Below will be found certain information concerning the
Argentine and Peru, the only two countries of South Amer-
ica whose reports reached us in time to be used,

The Argentine ‘
In the Argentine, the salient faet of the year was the clos-
ing of the Conversion Board in December, 1929, after the re-
- discounts of 200 million pesos by the Board and the export of
gold. By reason of the economic structure of the country,
circulation is subjected to wide fluctuations in the Argentine.
This is what is happening at present as a result of unfavor-
able agricultural conditions. Considerable stocks of imported
goods are accumulating in the ports, and the prospects
for sales for 1930 are not very favorable.

Peru

During the year 1929, the Peruvian'Government issued a
decree forbidding banks to invest funds for their own account
in foteign securities. This decree prohibits the issue of na-
tional securities in foreign currencies. Another decree obliges
private individuals to make all contracts in the national cur-
rency. These measures were designed to prevent the export
of capital and to restore confidence in the monetary unit of
Peru. They have been strongly criticized by the Chamber
of Commerce, as they are considered to be of a nature to
hamper the import of foreign capital, the need of which is
greatly felt.

In th; course of the year, Peruvian exchange fell from $4.00
to $3.95.

THE BaNK FOR INTERNATIONAL SETTLEMENTS

An event of the utmost importance last year was the crea-
tion of the Bank for International Settlements. Constituted
in the form of a stock company, with head offices at Basle,
iths capital is 500,000,000 Swiss francs, divided into 200,000
shares.

The establishment of this bank is one of the principal pro-
visions of the Young Plan for the full and final settlement of
the Reparations problem. Its essential function will be that
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of a “trustee or agent for the Governments concerned, to
receive, administer and distribute the annuities paid by
Germany under the Plan; supervise and assist in the com-
mercialization” and mobilization of certain portions of the
aforesaid annuities; and perform such services in connection
with the payment of German Reparations and the inter-
national settlements connected therewith as may be agreed
upon by the Bank with the Governments concerned.”

But the functions of the Bank will not be confined to
Reparations and Inter-Allied Debts only; it is expected that
it will facilitate cooperation between banks of issue and
provide new facilities for international financial operations.

The operations to be undertaken by the Bank must be
consistent with the policies of the central banks of the coun-
tries concerned. The Bank may, in particular, buy and sell
gold or receive gold on deposit; discount, rediscount, buy
or sell bills of exchange, checks and other short-term obliga-
tions, buy and sell currencies, negotiable securities other than
shares, either for its own account or for that of central banks;
receive deposits from the central banks, etc.

All the operations that the Bank is authorized to effect
with the central banks may also be undertaken with the
private banks, bankers, corporations or individuals of any
country, provided the central bank of that country does not
enter objection. ,

An organization, such as the International Chamber of
Commerce, the aim of which is to facilitate and improve eco-
nomic relations between the nations, can but welcome with
great hope the creation of an organization, such as the Bank
for International Settlements: I see in it a means of inter-
national cooperation that can render the greatest services.
It is hardly necessary to recall the policy and views always
upheld by the International Chamber which, from the time
of its Rome Congress in1923, in its Resolution on World Eco-
nomic Restoration, expressed the opinion that the solution
of the problems of Inter-Allied Debts and of Reparations—
indispensable to economic peace—ought to be arrived at as
rapidly as possible. These problems, the Chamber felt,
could be solved only if they were considered, not from the
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political point of view, but solely from the economic point of
view,

The recommendation put forward by the Chamber at that
time has now been given definite form in a complete organi-
zation—the Bank for International Settlements, one of the
fundamental functions of which is to provide the mechanism
for shifting the Reparations debt from the political to the
financial sphere, so as to assimilate as closely as possible this
obligation to an ordinary commercial liability.

I trust that the creation of the Bank for International
Settlements will greatly contribute to maintaining the sta-
bility of the world’s credit structure, and so favor interna-
tional economic development.

Paris

April 4, 1930



ECONOMIC CONDITIONS IN THE UNITED
STATES AT THE BEGINNING OF 1930

By Mr. Magnus W. Alexander, President, National Industrial
Conference Board, Inc., New York City

HE year 1929 will go down in economic history as the
Tyear of the Great Stock Market Crash in New York.

As one looks at the decline in security prices after a
time interval of four months, he is impressed with the tre-
mendous changes which that event has brought about in the
money markets of the world. Disregarding for the moment
the effect of the crash on the business situation in the United
States, it may safely be said that the general decline
in interest rates throughout the world and the release of
funds,which were attracted to the New York Stock Exchange
from all parts of the world by the promise of spectacular
profits, have made possible a sounder development of inter-
national economic relations. It is the international signifi-
cance of the fall in stock prices that will give it a place in
economic history as an event of world importance.

The effect of the stock market’s precipitate fall from the
dizzy heights reached in the month of September, 1929, 0n the
business of the United States remains still a matter for con-
siderable speculation. While there is general agreement that
the recession in business activity was not so much the result,
but rather one of the causes, of the decline in security prices, it
1s not yet clear to what extent business has been further
depressed by the losses incurred in the stock market and by
the loss of confidence in the general business situation caused
by the explosion of the Wall Street bubble. In nearly all in-
dustries, production turned sharply downwards during the last
two months of 1929, The curtailment of activity was great-
est in the automobile and iron and steel industries, but mani-
fested itself strongly also in the textile, shoe, lumber and
non-ferrous metals industries. Building contract awards
reached the lowest points for the year in November and
December. This general decline, however, did not represent

47
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areversal, but an accentuation, of the already existing down-
ward trend in business activity,as may be seen from the table
on p. 49. The peak of automobile production was reached
in April, 1929, each succeeding month of the year show-
ing a steady drop in output. Production of pig iron and steel
ingots began to declinein June, and it soon should have been
“evident that more than seasonal factors were tending to de-+
press the activity of the industry. The index of total manu-
facturing reached the high point in June, 1929, and declined -
without interruption during the second half of the year.

Inpices orF Busivess Activity, Unitep States, 1923 To
1930

(Source: U. S. Department of Commerce)
(Base, Monthly Average, 1923-1925 = 100)

Item 1923 § 1924 | 1925 | 1926 | 1927 ( 1928 | 1929
Industrial production

Total manufacturing. ........ 101:0] 94.0{105.0{108.0{106.0|111.0|119.0
Total minerals............... 105.01 9601 99.0)107.0|107.0(106.0 | 115.0
Pigiren............ H 111.7] 86.71101.5/109.0|101.0|105.51117.9
Steel ingots. . ...ovivviiinan. 104.8] 88.7[106.4|113.1|104.6[120.2]130.6
Automobiles..........e..... 101.7} 90.8{107.5/108.4| 85.7]109.91135.1
Cement.......occvvvnnennen, 92.11 99.81108.1/110.0{115.3(118.0| 114.1
Cotton (consumption). ....... 105.9| 89.71104.4]108.5]120.2|106.7 { 114.6
Wool (consumption). ......... 112.8| 94.6| 92.6] 89.71 97.0| 94.7[103.1

Production of raw materials

Animal products. .......... 100.01104.0 96.0] 96.01 97.0] 99.0] 99.2
Crops.......... 91.91104.0(104.0]109.0 | 113.31117.0|114.2
Crude petroleum. . ........... 99.4| 96.9(103.7]104.6]122.3|122.4 136.5
Bituminous coal . ............ 108.0f 92.5| 99.5]109.7} 99.01 95.8]100.5
Copper. covvneniiiiininannn. 93.41100.2|106.4 |110.21104.9)114.9127.1
Power and construction
Electric power. .............. 92.51 98.1]109.5)122.6|133.3{146.0|161.7
Building contractst........... 89.71 92.7{117.6{111.0|106.8 [ 121.4| 99.6
Prices

Farm products, to producers...| 97.8| 97.11106.5| 93.6] 94.91100.7|1000
Wholesale, all commodities. ...| 99.91 97.41102.8| 99.3| 94.7] 970 95.8

Retail food........coe.enne 97.6] 97.61104.9(107.6|103.6|102.9|104.6
Railroad stocks. .............. 86.0] 96.1|117.91133.4]162.7|174.5|194.3
Industrial stocks............. 86.1] 91.9]122.0|132.4|171.4]214.8|292.6
1 Thirty-seven states,

The level of business activity during the first few months
of 1929, however, was so high that the year as a whole has
established new high records in many branches of industry
and trade. The quantitative index of manufacturing produc-
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InpICES OoF Business AcTtiviTy, UNITED STATES, 1929
(Source: U. S. Department of Commerce)
(Base, Monthly Average, 1923-1925 = 100)

Ttem '_I:rn; I:.e::; March | April May June July | August ms':x;r (Ocrober Nobv;rm- De.:::n- ;::_l‘fgnz'; 3:5(9"2'.7

Industrial production

Total manufacturing.............|] 117.0 | 117.0 | 120.0 | 123.0 | 124.0 | 128.0 | 125.0 | 124.0 | 122.0 | 117.0 ] 105.0 | 96.0 | 113.0 ] 99.0

Total minerals. .................. 117.0 | 120.0 | 107.0 | 115.0 | 116.0 | 112.0 | 114.0 | 115.0 | 118.0 | 118.0 | 110.0 | 116.0 | 112.0 | 103.0

Pigiron.......cceciiiecnnnnannn. 115.21107.3 | 124.3 | 1226 | 130.5 | 124.4 | 126.7 | 125.7 | 117.1 | 120.1 | 106.5 | 949 ]112.8 | 90.2

Steel ingots. ..o iiiiiiinieiann. 129.9 | 125.1 | 146.3 | 142.8 | 152.5 | 141.2 | 139.9 | 142.5 | 130.5 | 130.5 | 101.6 | 83.8 | 116.3 | 91.9

Automobiles. .... ceeeen teeanes ...{ 1213 [ 141.1 1 177.0 | 188.1 | 182.9 | 165.1 | 151.5 | 150.7 | 125.7 | 114.9 | 65.8]| 363 | 70.9| 40.4

Cement. ...ocviiveiennensns cees.| 79.5] €68.6] 80.2]110.6 1299 135.2|139.3|149.5|138.6|1346{113.1| 90.2] 981 | 96.5

Cotton (consumption)...... eseen 130.2 { 115.9 | 123.1 | 123.1 | 130.3 | 111.1 | 106.6 | 108.7 | 106.3 | 124.9 | 106.0 | 88.4 | 104.1 | 105.0

Wool (consumption)......cueve...] 114.0 1 1013 { 102.7 | 103.8 | 102.9 | 93.0 | 99.8 | 111.1 | 1050 }125.3 ] 98.5| 79.8| 96.8| 88.0
Power and construction 1 -

Electric power. .o ovviveesiensvesnes 164.3 | 148.1 | 159.3 | 157.1 | 161.2 | 154.9 } 159.8 | 166.6 | 160.7 | 173.6 | 164.4 | 169.7 | 157.8 | 143.8

Building contracts'.....c0.000....] 88.6] 81,91 117.1 | 128.0 | 122.4 | 109.7 | 113.7 | 100.5] 90.2| 98.9| 76.9| 663 ]| 98.2| 952
Prices

Farm products, to producers. ..... 96.4] 98.6|101.4 1000 986 97.8 |101.4}103.6|102.2}101.4| 98.6 | 97.8| 97.1 99.3

Wholesale, all commodities........ 96.5] 96.0) 968} 96.1 | 95.1] 957) 973} 970] 968] 9561 9371 93.5| 96.0}| 96.1

Retail food. . ..ociiivicniannennn. 103.3 1 103.2 | 102.2 | 101.3 | 102.4 | 103.4 | 105.9 | 107.0 | 107.4 | 107.2 | 106.7 | 105.6 | 104.1 | 104.2
Security prices :

Railroad stocks. . vevverenanan ves.1 189311883 |184.9|183.7|184.4|192.1|213.4|216.3[217.7]203.5]176.2|181.4}180.3[171.1

Industrial stocks. ...o0ovvvennnn.. 275.0 | 280.3 | 283.7 | 285.8 | 290.3 | 297.8 | 330.8 | 344.5 | 358.5 | 316.3 | 219.4 | 229.3 | 229.0 | 193.7

Corporation bonds. . ............. 110.8 | 109.6 | 108.0 | 107.6 | 106.7 | 105.4 | 104.9 | 104.1 | 103.9 | 105.2 | 105.0 | 107.1 | 110.7 | 115.6

2 Thirty-seven statcs.
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tion was higher than in 1928, the previous high record, as seen
in the table on page 48. The output of the automobile in-
dustry was larger than in any other year. The production of
steel exceeded 50,000,000 tons for the first time in the history
of the country. The output of copper-also reached a new high
record. The same is true of the total consumption of electri-
calenergy. New sales of life insurance in 1929, a good meas-
ure of consumer purchasing power, were greater than ever
before. Christmas savings reached a new high point. The
volume of dividend and interest payments established a high
mark. In the textile industries, silk consumption broke all
records; consumption of wool was larger than in any other
year since 1923; cotton consumption was lower than in the
record year of 1927, but was higher than in any other recent
year, The volume of distribution of goods, at retail and
wholesale, was higher than in 1928. The only industry that
failed to show an improvement or even to maintain the level
of 1928 was the building industry. The decline in building
construction was due almost entirely to less residential con-
struction. New contracts awarded for commercial and
industrial construction were larger in 1929 than in the pre-
ceding year, while the total for industrial buildings mounted to
new heights. Lower production of lumber, brick and cement
is a reflection of the decline in total building contracts.

EmpLoYMENT AND WAGES

No other aspect of the present business situation has
aroused so much discussion and produced so many contra-
dictory theories as the question of unemployment. The rea-
son for this s, of course, the regrettable lack of any accurate
information on the subject. Statistics of factory employ-
ment, collected by the United States Department of Labor
and by the National Industrial Conference Board, indicate
that the situation in 1929 was better than a year ago. The-
Department of Labor figures of weekly earnings of factory
labor and factory payrolls for 1929 are higher than those for
the preceding year. Similarly, the Conference Board figures
of average “money” and “real” earnings of workers in
twenty-five manufacturing industries indicate that the pur-
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chasing power of industrial labor was greater last year than
in 1928.

Money anp “ReaL” Earnines, EvpoymMenT anp Hours
oF Work anp Cost oF Living
{Source: National Industrial Conference Board)
Index

Index Number “Real” Farni
frerge | of Earmines e A Cort of R J.-(n)lrg.m
Arnings ase july, loy- | K iving 1914 =1
Year and Month 1914 =100) r?\::t o[f,l::;'k SBlne )
uly,

Base
Aver- | Aver- | Aver- | Aver- Sune, ‘5:2: 19l4=

ge age age | 1920=] Earner 100) Hourly | Weekly
Hourly | Weekly | Haurly | Weekly| 100)

1929, January. .| $.575 [$28.08| 235 | 224 | 86.1 | 48.7 [160.9 | 146 | 139
5791 28.531 236 | 228 | 88.8 | 49.2 | 161.0] 147 | 142
579 28.53] 236 | 228 | 90.5 | 49.2 |159.8| 148 | 143
578128531 236 1 228 | 913 | 49.3 115931 148 | 143
582 28.54] 238 | 228 | 92.1 | 49.0 [159.4} 149 | 143
L582128.28| 238 | 226 | 91.8 | 48.5 1600 | 149 | 141
576 28.09| 235 { 224 | 90.3 | 48.8 | 161.6 1 145 | 139
S781 2794 236 | 223 | 894 | 48.4 | 1629 145 | 137
5821 28.58| 238 [ 228 { 903 | 49.0 [ 1632} 146 | 140
5821 28.80| 238 | 230 | 90.0 | 49.4 | 1634 | 146 | 141
5811 27.22] 237 | 217 | 86.3 | 469 |163.0| 145 | 133
5821 27.53] 238 | 220 | 83.5 | 47.4 11620 | 147 | 136
1930, January..| .592| 27.51] 237 | 215 | 83.4 | 46.4 1160.4| 148 | 134 .
Febroary....| .597127.90| 239 | 218 | 83.8 1 46.7 [158.8] 151 | 137

These figures, however, relate only to manufacturing in-
dustries and leave entirely out of consideration the important
working population engaged in the various branches of dis-
tribution, hotel and restaurant service, amusement places,
barber shops, garages, filling stations and innumerable other
occupations. Kor such occupations, scattered material in
different states and cities is inadequate for a general judg-
ment regarding employment or unemployment. Interested
persons are looking forward to the publication of the results
of the United States Census of 1930 which is now under way
and which will help to explain the changes which have taken
place in the occupational distribution of the working popula-
tion caused by the displacement of labor in manufacturing
industries through mechanization of industrial operations, by
the growth of new industries created to satisfy new wants and
by the disappearance or decline of others that failed to
serve an economic need or to suit consumer taste. Specula-
tion regarding the extent of unemployment is futile until
this information becomes available and a method is de-
veloped for collecting statistics of unemployment.

§
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In most European countries, unemployment statistics are
collected with a fair degree of accuracy by State Employ-
ment Exchanges. This is particularly effective in countries -
like Great Britain and Germany, which have a State Unem-
ployment Insurance System and where every worker must
register as being unemployed in order to qualify for insur-
ance. NoStatein theUnited Stateshasyet found it advisable
or necessary to adopt state unemployment insurance. Obvi-
ously, the demand for such a system has not been sufficiently
forceful to give it the backing of public opinion. Social and
economic disadvantages of state unemployment insurance,
in the opinion of many, still outweigh the benefits which
would flow from it. The mere fact that it has not been pos-
sible to convince American public opinion that a large section
of the working population is more or less steadily out of em-
ployment and without prospect of work indicates that a
grave situation requiring drastic remedies does not exist.

The decline in factory employment, shown by the employ-
ment indices of the United States Department of Labor and
of the Conference Board, in the last two months of 1929,
scarcely warrants a gloomy outlook. The index numbers in
both months were still higher than in any month of 1928, In
January, 1930, the index number of the Department of
Labor continued to decline and was 7.3%, lower than the
average for 1929, and 4.3%, lower than in January, 1929, but
was 3.3% higher than in January, 1928. The figures
available from these sources for February, 1930, indicate
that the decline in employment has been stopped. The ad-
vancing spring season and the expected business recovery
will no doubt increase employment opportunities.

Prices anp Cost or Living

The Department of Labor index number of wholesale
prices was lower in 1929 than for any other year since 1922
with the exception of 1927. Prices of textile products, fuel
and lighting, house furnishing goods and chemicals and drugs
reached the lowest point since the deflation of 1921. Prices
of farm products, foods, and hides and leather products also
declined. Exceptions to this downward trend were metals
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and metal products and some building materials. The cost
of living for the United States as a whole was slightly lower
in 1929 than in the preceding year in spite of higher retail
food prices. The costs of shelter and fuel and light in 1929
were lower than in any other year since 1920, while clothing
costs were lower than in any year since 1922,

InpEx NuMmBERS oF PricEs
(Source: U. S, Department of Commerce)

Wholesale, All Farm Products to
C i Prod

dities

Retail Food

1929 1928 1929 1928 1929

96.5 99.3 9.4 | 1036 | 103.3
96.0 97.8 986 | 1013 | 103.2
96.8 99.3 | 1014 | 1012 | 1022
96.1 1 1014 | 1000 | 1016 | 1013
95.1 | 107.2 98.6 | 1028 | 1024
95.7 | 1051 97.8 | 1020 | 1034
973 | 1051 { 1014 | 1021 | 1059
97.0 { 1007 | 1036 { 1030 | 107.0
9.8 | 1022 | 1022 | 1054 | 1074
95.6 993 | 1014 | 1048 | 107.2
93.7 97.1 98.6 | 1051 | 1067
93.5 97.1 97.8 | 1041 | 105.6

InpusTRIAL PrODUCTION

The figures of industrial production, shown in the accom-
panying table, should be compared with the corresponding
figures for the first eight months of 1928 and 1929" in order
to see the degree to which the tempo of industrial activity
has slowed down in the last few months of 1929. The gains
recorded in the table were secured almost entirely during the
period of record-breaking activity in the spring of last year,
which fired the enthusiasm of the American people and gave
the main impetus to the wild scramble for stocks and pushed
their values up to a point out of proportion to company earn-
ings. All production records in 1929, breaking all previous
records, were established in the first half of the year, but the
curve of the value of industrial and railroad stocks did not

1See National Industrial Conference Board, “A Picture of World Fronomic
Conditions in the Summer of 1929," New Yark, 1929, p. 119.
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begin itsreal upward swing until the month of Juneand didnot
reach the high point until September, when it became appar-
ent that the process of discounting future earnings had gone
too far and when dark clouds began to gather on the business
horizon. After the stock market crash, the philosophers of
gloom predicted a long period of declining business, wide-
spread unemployment and misery. The stock market crash
represented to them the end of a decade of .uninterrupted
prosperity, of steadily and rapidly increasing industrial and
commercial activity, of the growth of gigantic new industries
—ten years of tremendous effort which had, on the one
hand, saturated the market and, on the other hand, ex-
hausted the inventive genius of the stimulators of consumer
demand.

It is, however, incorrect to speak of the decade just closed
as an era of general prosperity and steadily increasing busi-
ness activity. After the sharp decline of 1920~1921, the curve
of manufacturing production increased until the spring of
1923. The recession that set in at this time continued until
the followingsummer. Asharp recovery took place from June,
1924, until the spring of 1925. After a slight recession in the
second quarter of this year, there was a steady improvement
until the fall of 1926, when the curve turned sharply down-
wards and, after a recovery from December, 1926, to May,
1927, receded steadily, reaching the lowest point since June,
1924, in November, 1927. From this date until June, 1929,
manufacturing production increased steadily, but declined
in the second half of the year to the low level of the winter of
1927. If the average monthly production in 1923, 1924 and
1925, combined, is taken as 100, the index numbers of manu-
facturing production for the last decade are as follows:

Year Index Number Year Index Number
1920, . ccviinnnnnninns 87 1925 . ciiiiiiiiinnan 105
F 1523 W 67 1926, ..ciciiiiiiinnnnns 108
1922, ..cciiiiinnens 87 1927, i 106
1923, ciiiiiiiinnen, 101 1928, . cioiiivniiinines 11
1924....civiiinnnn 94 372 119

The period taken as the average or “normal” includes one
year of depression, 1924, one average year, 1923, and one
year of good business. In four out of the last ten years,
manufacturing production was below this average. During
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the second half of the decade, production was from 5% to
199, above the average. The rate of increase from 1925 to
1926 was 2.9%; from 1927 to 1928, 4.7% and from 1928 to
1929, 7.2%. From 1926 to 1927, there was a decrease of
1.9%. The rate of increase in the manufacturing production
of the United States during the past ten years has been little,
if any, above the normal annual rate of expansion that has
characterized ‘American business since the beginning of the
present century. The decade as a whole has had years of
depression and years of prosperity. Some industries have
shown phenomenal growth; some have remained static, while
some have actually retrogressed. Most of the basic indus-
tries, such as railroad transportation, shipping, cotton and
wool manufacturing, iron and steel, paper, leather and boot
and shoe production have so far failed to show any marked or
sustained degree of improvement since the recovery of 1923,
nor has the return on capital investment been out of the
ordinary. In other words, there is no reason to consider the
stock market crash as the end of a special era in American
economic history. The much talked-about “business boom”
can not readily or generally be discovered in the past ten
years'record of American business. There have been sporadic
bursts of extraordinary activity, as in the spring of 1929,
but, while the industrial machine was well able to maintain
the pace, the consumer demand forced it to reduce the
speed of its operations. -

Individual Industries

The higher output of coal in 1929, as compared with 1928,
was due to an increase of 13.6%, in coal consumption by coke
plants and 8.6% by electric power plants. The former
consumed 86,516,000 short tons, and the latter 44,922,000
short tons in 1929. Consumption of coal by the railroads
showed an increase of only 0.8%, amounting to 93,672,000
short tons. Coal exports 1n 1929 were 15,741,000 long tons,
an increase of 9.1, as compared with a year ago. The in-
crease of about 25,000,000 short tons in the output of bi-
<tuminous coal in 1929 is very encouraging. Before the war,
the output of bituminous coal doubled about every ten years,
the normal rate of increase being about 109 a year. Since
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1920, the industry has been in a state of depression brought
about by industrial disputes, the growth of consumption of
fuel il and hydro-electric power, as well as by the improve-
ment in furnaces and combustion methods which has enabled
the consumers of coal to perform the same work with a much
smaller quantity of coal than was required ten years ago.
Thus for ten years the output of coal has not increased with
the growth of industrial production. With the exception
of 1929, no marked increase in coal production has occurred
under normal conditions, and the producers of coal are
hopeful that last year’s results represent a reversal of the
ten-year trend.

InpusTrIAL ProbucTION, 1928 AND 1929
{Source: U. S. Department of Commerce)
L)

. Percentage Ine
Commodity 1928 1929 crease 4 or
Decreage -
Bituminous coal (short tons),....... 500,745,000 | 525,358,000 +49
Anthracite coal (short tons)........ 75,348,000 76,640,000 +1.7
Coke, by-product (short tons)....... 48,313,000 53,476,000 +10.7
Crude petroleum (barrels).......... 901,464,000 | 1,005,603,000 +11.6
Gasoline, raw (barrels)............. 376,945,000 | 434,241,000 +15.2
Copper, mines (short tons). . ....... 909,051 1,006,203 +10.7
Copper, smelter (short tons)........ 1,060,094 1,179,269 | 4112
Lead (short tons)......vvveennnee, 651,130 691,978 +6.3
Pig iron (long tons)..,.......uoevee 37,838,000 42,286,000}  +11.8
Steel ingots (long tons)............. 49,865,000 54,164,000 +8.6
Structural steel, new orders (short
B ). ) F 3,287,900 3842300 4169
Automobiles, ..vviiriiiiiiiiannn. 4,358,759 5,358,414 +229
Passenger.......coovvviniinnn 3,821,136 4,586,021 +20.0
Taxicabs. . voverrveeeniiereenns 6,713 17,5891 41620
TruckS. . covvvenienirinsreesnas 530,910 7548041 422
Locomotives
Installed. . .ovuvervnnnnevennnn.. 1,390 17221 429
Neworders. .. c.cocvveerninna.. 353 1,048 41969
Building contracts awarded in 37
states (thousand dollars). ........ 6,628,000 5,754,000 -13.0

The record production of iron and steel was due mainly
to the great increase in the output of automobiles, machinery
and railroad equipment. The peak of activity, however,
was reached in May, 1929, the remainder of the year showing
a slackening of activity until the stock market crash. In the
last three months of the year, the decline assumed serious
proportions. Recovery made itself felt at the end of Jan-
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uary, 1930, but was not maintained in February, and no
definite revival of activity took place during the first quarter
of the current year. The approach of spring weather, how-
ever, and the expected resumption of building operations in
line with extensive building programs should give a necessary
stimulus to the industry. Automobile production, after de-
clining steadily from April, 1929, until January, 1930, showed
signs of revival in the first two months of the current year.
The January, 1930, production was 128%, greater than in
the preceding month. A further increase of 19.8% occurred
in February., Production in January, 1930, was 32% and in
February 31.8% lower than in the corresponding months of
a year ago, but was higher than either in 1927 or 1928, Last
year, a total of 26,501,443 motor vehicles' were registered in
the United States, showing an increase of 8%, as compared
with 1928, The machinery and electrical equipment indus-
tries were also more active in 1929 than a year ago, partly in
response to a strong demand in export trade. The enameled
ware industry, on the other hand, was forced to reduce its
operations considerably owing to the decline in the building
industry. )

The production of copper in the United States was about
119, greater in 1929 than a year ago. The world production
of copper established a new record last year with a total of
4,272,042,000 pounds. Deliveries were in excess of four
billion pounds. Stocks of blister and refined copper in North -
and South America at the end of February, 1930, were
497912 tons, as compared with 296,298 tons a year ago
The concern created by the considerable accumulation of
copper stocks towards the end of the year has been largely
eliminated by the drastic curtailment of copper production,
In February, 1930, mine output amounted to 2,127 tons per
day, the lowest since July, 1924. Since May, 1929, the price
of electrolytic copper has remained unchanged at $0.1778 a
pound.

The textile industries showed, on the whole, a higher de-
gree of activity in 1929 than in the preceding year, but the
position of the different branches of the industry can

:é:cluda passenger cars, taxicabs, buses, trucks, tractors, trailers and motor-
cy
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scarcely be termed satisfactory. Consumption of both cotton
and wool was higher than a year ago; profits, however, were
very low or non-existent, According to the President of the
National Association of Wool Manufacturers, 1929 has been
one of the worst years that the wool industry has ever ex-
perienced. No definite signs of recovery were noted in Jan-
uary and February of the current year. Consumption of silk
in 1929 was greater than in any other year, while the output
of rayon reached a new record with an estimated production
of 162,350,000 pounds.! The principal problem in the rayon
industry seems to be to prevent overproduction with re-
sulting price cutting. It is felt that the newly organized
Rayon and Synthetic Yarn Association will help to stabilize
the industry through the development of fact-finding facili-
ties by means of which the producers will be kept in closer
contact with the conditions of the market.?

The petroleum industry is also faced with a problem of
over-production. In 1929, the output of crude petroleum
established a new record of 1,006 million barrels, a 129, in-
crease over 1928. The peak of production was in August.
During the last four months of the year there was a decline in
production, but since during the period consumption also
declined, there was an increase in stocks in each month with
the exception of November. The total increase in stocks of
all oil in 1929, according to the United States Bureau of
Mines, was 67,606,000 barrels. Of this amount, over
18,000,000 barrels were in refined products. Run to stills of
crude petroleum, both domestic and foreign, was 987,708,000
barrels, an increase of 8%, over 1928. The production of
gasoline was 434,241,000 barrels or 15% more than a year
ago. Consumption of gasoline amounted ‘to 371,852,000
barrels or 13.2% more than in 1928; exports were 61,208,000
barrels, an increase of 16% over 1928, At the end of
December, 1929, gasoline stocks amounted to 43,115,000
barrels and were over 10,000,000 barrels above the figure at
the beginning of the year. During January and February,
1930, an additional 10,000,000 barrels of gasoline went into
stocks, raising the total to about 53,000,000 barrels, a new
high record. The American oil industry is making a strong

1 The Textile World, New York, February 1, 1930, p. 123, 2 I}id,
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effort to check over-production, and it is hoped that, with the
cooperation of the Federa] Oil Conservation Board, a satis-
factory solution of the problem will be found.

TuE PosiTioN OF AGRICULTURE

The Department of Agriculture estimates the value of
fifty principal crops of the United States in 1929 at $8,580,-
731,000, on the basis of prices received by the farmers for
their products on December 1,1929. As compared with the
situation a year ago, this represents an increase in value of
$85,000,000 or about 1. The largest increases occurred in
the valuation of hay and potatoes, the former being valued at
$1,349 millions and the latter at $470 millions, as compared
with $1,240 millions and $251 millions respectively a year
ago. Fruits, vegetables and sugar crops were also valued
higher than in 1928. The more important decreases in value
were noted in grains and cotton. The value of the wheat
crop declined from $887 millions to $841 millions; oats, from
$589 millions to $538 millions; cotton, from $1,302 millions
to $1,225 millions.

Wheat and cotton prices have been under steady pressure
in the latter part of 1929 and the first quarter of the current
year. The Federal Farm Board, created under the Agricul-
tural Marketing Act of June 15, 1929, has repeatedly em-
phasized the fact that, if the farmers wish to receive remu-
nerative prices for their products, they cannot go on increas-
ing each year the acreage sown without regard to the funda-
mental law of demand and supply. As one member of the
Farm Board states: “The Federal Farm Board cannot fix the
world price of cotton. It cannot fully protect farmers from
the consequences of over-planting; neither can the cotton co-
operatives nor the new American Cotton Cooperative Asso-
ciation. The Board wants to help farmers to help them-
selves. If growers will reduce their cotton acreage, they will
thereby help themselves to better incomes.” The Farm
Board, however, has not confined its activities only to or-
ganizing and assisting farmers’ cooperative marketing and
other organizations; it has entered the market as a buyer
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through its Grain Stabilization Corporation. In a press re-
lease of March 6, 1930, the Federal Farm Board states:
“The Grain Stabilization Corporation will continue buying
wheat at the market and remove from the market whatever
additional quantity that may be necessary to relieve the
pressure and prevent any considerable decline in wheat
prices. The Farm Board is prepared to advance to this
farmers’ organization whatever funds are necessary for that
purpose.”” The money needed to finance the cooperation
movement and the stabilization of prices comes from a
revolving fund of $500,000,000, authorized by Congress.
The work of the Federal Farm Board will be watched with
keen interest, not only by the farmers, but also by all other
economic groups and by the general tax-paying public.

ForeieN TRADE

The total value of foreign trade of the United States in
1929 was $9,641 million dollars. This figure is more than
one billion dollars higher than the estimated value of fifty
principal crops of the country and indicates the extent of its
interest in international economic relations quite apart from
its position as the greatest creditor nation in the world. In
1929, the United States sold to foreign countries a quantity
of goods valued at $5,241 millions and bought from them
$4,400 millions worth of commodities. In this exchange of
merchandise, the United States has a credit balance of $841
millions. This excess of payments due to the country on
merchandise account must be, and is, offset by an excess of
payments from the United States to foreign countries on
account of the so-called invisible transactions in international
trade, that is, American investments and loans abroad,
tourist expenditures, immigrant remittances, freight pay-
ments to foreign carriers and similar items entering into the
balance of international payments. The balance of pay-
ments figures for 1929 have not yet been issued by the
Department of Commerce, and this discussion will, therefore,
be confined to an analysis of merchandise trade and its geo-
graphic distribution.
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VaLue of Principar Exporrs, 1928 axp 1929
(Source: U. 8. Department of Commerce)

(In millions of dollars)
Commadity 1928 1929
Cotton, unmanufactured. .. ......ovviiiiviiiiananan. 920.0 7708
Machinery. ......ovvviiiiiiiiniiiiieineaaeainees 4973 6127
Industral. , . ... F N 2248 2778
Agricultural and implements. ...l 116.7 140.8
Electrical and apparatus. . .......ccovviiiiiiainns. 50.8 121.4
Petroleum and products. . .c..vevvivvvinrensrennaneees §25.9 561.2
Refined oil. .. ..vuviviniiiiiaeiiiiiiiiie it 465.2 493.4
Crude oll. ..o e 268 378
Automobile parts and accessornies. . ........c.eeeiiiinens 500.2 539.3
Packing house products. . ......covviveniiviiriiinens, 187.2 202.8
Iron and steel mill products..........ooovviiiiiiil, 179.6 200.2
Wheat (including flour). .......couiiviiniiiiiiiiin 193.7 1923
Copper (ore and manufactures). .............coivesen. 169.8 1834
Tobacco (unmanufactured).......c.vvverevsrreanennss 154.5 146.1
Fruits and BULS, .. ou0evnincvenieeerrennniieenennnn. 129.3 137.5
Cotton manufactures. . .......ovevveiirorernnuennnes 134.6 135.1
Sawmill Products. . ...vvveviivreenreennimnmeriiineies 108.8 110.6
Coaland coke. ... ... covvnniiiiiiiinnnnaareees 9.5 106.2
Iron and steel (advanced manufactures). . .............. 8.6 87.0

Principal Exports and Imports

The significant feature of the export trade was the increase
in exports of finished manufactures to $2,532 millions, or
129, above the corresponding figure for 1928. The growth in
exports of this group of commodities has been a conspicuous
feature of American foreign trade in the present century and
particularly during the past ten years. In the five-year
period 1895-1900, finished manufactures represented 215 of
the total exports; in 1929, their share in the total rose to
49%. The accompanying table shows the value of principal
exports during the last two years. Raw cotton retains the
place which it has occupied for three-quarters of a century as
the leading export commodity of the United States in spite
of a 1655 decline in value as compared with 1928. Machin-
ery stands in the second place, followed by petroleum and
automobiles. Foreign sales of the automobile industry
reached a record figure of $539 millions, or 8 above 1928,
and more than three times greater than the average yearly
sales for the period 1921 to 1925.

The imports of the United States consist mainly of such
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PrinciraL Imports, 1928 anp 1929;

(Source: U. S. Department of Commerce)
(In millions of dollars)

Commodity 1928 1929

SiK, FAW. ... e 368.0 4271
Coffee. ......ooovvnnnennnnnnn. e terteree e 309.6 3024
Rubber, cmde ................................ LI 2449 2410
SUBAr, CAME. . ..t ttiii vt i i 207.0 209.3
Paper and manufactures. . ...........ccoiiiiiinnnnn.. 156.4 163.2
Copper (ore and manufactures). ..........c.oevunnun, 98.2 153.7
Petroleum_ and Products. .. .ovieiiiiiiiiin e 132.8 143.5

Cradeoil. . ...ooivivnniiiiniii i s 9.5 799

Refinedoil............coooviiii i, 409 61.0
Hidesand skins. .........coocvvvvniieneniinininnnn, 150.8 137.3
Furs and manufactures.................o0000nae . 1184 122.5
Paper base stocks. ........ooiiiiiiiiiii i 1123 118.1

Woodpulp.....ooooviviiiniininn. L. 835 88.6
Vegetable oil 79 100.7
Tin........... 87.0 919
Wool and mohai. ... | 799 §7.3
Fruitsand nuts, ... ...oooviiiiiiiiiiiiiiiniiinnnn. 89.7 86.6
Artworks. ... ... ..o i 65.8 82.1

AVERAGE MonTHLY VALUE oF ForeicN TRADE OF THE
Unrrep States, 1923 1o 1930

(Source: U. S. Department of Commerce)

(In thousand dollars)
Imports
Crude Food-| Manu- Semi= Finished
Year Total Crude stuffs and factured Manu- Manu~

Materials 15504 Animals| Foodstuffs factures factures

1923 | 316,006 | 115,737 30,234 44,134 59,976 64,212
1924 | 300,830 | 103,008 35,406 43,467 54,657 62,446
1925 352,216 | 145,672 41,233 36,076 62,924 66,311
1926 | 369,241 | 149,405 44,980 34,793 67,024 73,039
1927 348,729 | 13347 42,048 37,550 62,471 73,150
1928 340,954 | 122,217 45,820 33,789 63,554 75,574
1929 | 366,677 | 129,885 44,880 35,302 73,387 83,223

1923 | 340,893 | 100,170 21,457 48,608 46977 | 123,147
1924 | 374,804 | 110,528 32,724 47, 791 50,889 { 132,338
1925 401,560 | 118,505 26,491 47 813 55,140 | 153,695
1926 | 392,643 | 105,110 27,902 41 917 54,629 | 163,065
1927 396,872 99,398 35092 38,608 58,311 | 165,163
1928 | 419,175 | 107,771 24,556 38,818 59,696 | 188,334
1929 | 429,784 95,200 22,466 40,356 60,761 | 211,001
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raw materials and foodstuffs which because of climatic or
other conditions can not be produced in the country. The
value of imports of raw silk, coffee, crude rubber and cane
sugar was $1,179 millions in 1929 or 27, of the total. Im-
ports of raw silk, both in quantity and value, were greater
than in any previous year. The decline in the value of rubber
and coffee imports was not due to smaller tonnage but to
declining prices of these two raw materials. The quantity of
crude rubber-imports established a new high record. The
average unit import value for 1929, however, was 19 cents
per pound, as compared with 25 cents in 1928, 36 cents in
1927, and 55 cents.in 1926. Imports of finished manufac-
tures in 1929 increased to $999 millions, or 109, over the pre-
ceding year. Newsprint paper, the leading import in this
group of commodities, exceeded all previous figures, with a
total value of 8145 millions and a quantity of 4,485,400,000
pounds. The distribution of foreign trade by groups of com-
modities is shown in the table on page 62.

Geographic Distribution of Foreign Trade

In recent years, the distribution of the foreign trade of the
United States by geographic regions has undergone signifi-
cant changes, as may be seen from the table on page 64.
Since 1928, the percentage of American exports going to
Europe has declined steadily. In 1929, Europe took 44.66%
of American exports, as compared with 53.26 five years ago.
The United Kingdom, Germany, France, and Italy accounted
in 1929 for about 70% of the total European imports from
the United States. The United Kingdom has definitely de-
creased her purchases of American goods in recent years.
In 1928, Canada took the place of the United Kingdom as
the most important single marker for the products of the
United States. The proportion of American exports going to
North American countries, Asia, Oceania; and Africa has
on the whole shown a tendency to increase. The greatest
and most consistent increase has occurred in exports to South
America. In each of the last seven years, the United States
has increased its sales to this continent, until §n 1929 their
value was double that of 1923.

While the importance of Europe as a market for American
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GEOGRAPHIC DistriBuTION OF THE FOREIGN TRADE oF THE UNITED STATES, 1923 10 1930
{Source: U. 8. Department of Commerce)
(In thousand dollars)

Imports
Europe North America South America Asia and Oceania
Year United Africa
‘Total Kingdom Germany France Tealy Total Canada Total Argentina Total Japan
1923 96,421 33,673 13,433 12,468 7,689 83,460 34,667 38,952 9,606 89,918 28,912 7,255
1924 91,341 30,539 11,605 12,303 6,251 82,930 33,262 38,840 6,275 81,638 28,338 6,083
1925 103,182 34,392 - 13,679 13,120 8,517 81,711 37,853 43,233 6,681 116,411 32,011 7,679
1926 107,155 31,933 16,541 12,668 8,377 84,298 39,657 47,332 7,422 122,421 33,391 8,035
1927 105,339 29,828 16,713 13,983 9,081 82,122 39,586 43,190 8,103 110,307 33,509 7,771
1928 103,896 29,045 18,511 13,229 8,474 80,059 40,775 | 47,451 8,287 101,865 32,038 7,517
1929 111,057 27,481 21,223 14,291 9,756 81,856 42,023 53 316 9,799 111 401 37,740 9,051
Expaorts
1923 174,451 73,527 26,403 22,678 13,961 90,514 54,327 22,443 9,398 54,827 22,019 5,056
1924 203,775 81,912 -| 36,702 23,472 15,595 90,837 52,603 26,188 9,758 55,925 20,859 5,858
1925 216,979 86,155 39,195 23,358 17,096 94,863 54,064 33,551 12,397 56,340 18,137 7,421
1926 192,512 81,051 30,347 22,000 13,117 98,040 61,547 36 959 11,965 64,771 21,730 8,440
1927 192,815 70,005 40,140 19,065 10,971 104,419 69,711 36 513 |*13,624 62,777 21,464 8,924
1928 197,509 70,611 | 38,937 20,058 13,510 110,114 76,226 14,908 69, "546 24,013 9,726
1929 195,061 70,656 34,187 22,138 12,831 116 265 79 042 44,948 17, 1524 69, "641 21,594 10,897
Percentage Distribution—Imports
Of Total Of Totat 3F Total
OF Grand Of Grand Of Grand Of Grand ; Of Grand
Total Of Total Europe Toard | Nomh | Ofland | South Towar | fpiaand | ULl
1923 30.5% 34.92 13.93 12.93 7.97 26.41 41.54 12.33 24.66 28.45 32.15 2.30
1924 30.36 33.43 12,71 13.47 6.84 27.57 40.11 12.91 16.16 27.14 34.71 2.02
1925 29.30 33.33 13.26 12.72 8.25 23.20 46.33 12.27 15.45 33.05 27.50 2.18
1926 29.02 29.80 15.44 11.82 7.82 22.83 47.04 12.82 15.68 33.15 27.28 2.18
1927 30.21 28.32 15.87 13.27 8.62 23.55 48.20 12.38 18.76 31.63 30.38 2.23
1928 30.49 27.96 17.82 12.73 8.16 23.49 50.93 13.92 17.46 29.89 31.45 2.21
1929 30.29 24.74 19.11 12.87 8.78 22.32 51.34 14.54 18.38 30.38 33.88 2.47
Percentage Distribution— Exprort:
1923 50.23 42.15 15.13 13.00 8.00 26.06 60.02 6.46 41.87 15.79 40.16 1.46
1924 53.26 40.20 18.01 11.52 7.65 23.74 57.25 6.85 37.26 14.62 37.30 1.53
1925 53.03 39.71 18.06 10.77 7.88 23.19 56.99 8.20 36.95 13.77 32.19 1.81
1926 48.04 42.10 15.76 11.43 6.81 24.47 62.78 9.22 32.37 16.16- 33.55 2.11
1927 47.56 36.31 20.82 9.89 5.69 25.75 66.76 9.01 .37.31 15.48 34.19 2.20
1928 46.31 35.68 19.67 10.13 - 6.83 25.77 69.22 9.37 37.21 16.27 34.53 2.28
1929 44.66 36.22 17.53 11.35 6.58 26.62 67.98 10.29 38.99 15.94 31.01 2.49
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products has decreased in recent years, the United States has
increased its purchases of European goods with the growth of
total imports. The percentage of total imports bought from
Europe has remained practically unchanged. In 1929,
Europe sent to the United States 30.29% of the country’s
total imports. During the last seven years, this figure has
not been below.29.029%, or above 30.51%,. The share of the
United Kingdom in this trade, however, has been declining
throughout this period. In 1929, the United States bought
24.749% of its European imports in the British market, as
compared with 34.92% in 1923, Germany, on the other
hand, has steadily increased her sales to the United States,
while France and Italy have been able to maintain their
share of the American trade at a remarkably steady level,
Next to Europe, the most important source of American
imports is Asia and Oceania, followed by North America,
South America, and Africa. The table brings out the rela-
tive decline of purchases from North America.

Comparing the total values of goods sold to and bought
from the different Continents, it may be observed that the
United States has a surplus of exports in her trade with
Europe, North America and Africa, while it buys more from
Asia and South America than it sells to them. The existence
of a large export surplus in American trade with the world
and particularly with Europe is frequently described as being
inconsistent with the position of the United States as a
creditor nation. The problems involved in this complex
situation have been the subject of a special and exhaustive
study by the National Industrial Conference Board.! Suffice
it to call attention here to the existence of a situation which
has been for a number of years in the center of interest in
many countries of the world, and which needs thoughtful
a;}tieptlion of American business men, economists and public
officials.

Fivanciar Conprrions
The question still being asked is: “What happened to the
stock market?” It has already been pointed out that the

‘:‘Thc International Financial Position of the United States,” New York, 1929,

p- 276,
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rapid upturn in the stock market did not occur until the
month of June, 1929, when business was already showing
signs of depression. Taking the average value of stocks
during the three-year period of 1923-1925 as 100, the index
number of railroad stocks declined from 189.3 in January,
1929, to 184.4 in June, while the index number of industrial
stocks rose from 275.0 to 290.3. In September, 1929, how-
ever, the index number of railroad stocks was 217.7, and
that of industrial stocks, 358.5, when the position of the stock
market became exceedingly vulnerable. The number of
persons “playing the market” had increased immensely.
The tremendous demand for 'stocks naturally forced their
prices upwards, and each new high quotation by any of the
leading stocks seemed to strengthen the feeling on the part
of the public that there was no limit 'to the upward move-
ment. Brokers’ loans reached the huge figure of about
$8,500 millions at the beginning of October. The real sig-
nificance of this figure was unknown. Increases in brokers’
loans were generally regarded as an unsound phenomenon,
tending to deprive industry of the funds necessary for its
expansion, But no proof of this contention was forthcoming,
Lack of understanding, however, created a feeling of uncer-
tainty which was not conducive to orderly trading. The in-
vesting public also failed to appreciate the true significance of
the large volume of financing through investment trusts and
holding companies, for the investment trust was a completely
new factor in American finance, and its nature and functions
were not fully understood during the period of the stock
market boom. Finally, the undoubted effect which the capi-
tal gain taxes, federal and state, have had on reducing the
supply of securities should be mentioned. Throughout the
months leading to the crash, there was a decided unwilling-
ness on the part of large holders of securities to sell their
holdings and thereby sacrifice a considerable part of their
gain through tax payments. There is scarcely any doubt
that the rapid increase in stock prices would have been
slowed down if capital gain taxes were not to be paid.
There were also a number of factors outside the United
States that tended to put an end to the stock market boom
by causing considerable foreign liquidation which the New
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York stock market had to absorb at a time when domestic
conditions were none too favorable. The resulting collapse
in the American Stock Market came with dramatic sudden-
ness and carried many securities below their actual values.

As has already been stated, business activity had started
to decline before the stock market crash. To what extent
security liquidation was responsible for the more rapid and
serious business decline in the last three months of 1929 can
not be established by means of statistics, for the fundamental
factor in the situation was perhaps the psychological effect
of the stock market break on the business community and
the people in general. The remarkable strength shown by
the country’s credit system in resisting the shock of the panic
was of greatest value in stimulating a revival of confidence in -
the fundamental soundness of the American economic struc-
ture. The various indexes of business activity during the
first quarter of the current year indicate that the low point
of the depression has been reached. The development of
business during the spring season will show whether the
incipient revival is a sign of a definite upward movement.

Perhaps the greatest promise of business revival lies in low
money rates. Since the stock market crash, the United
States has experienced seven months of ““easy” money which
during the last thirty years has always been a forerunner of
business recovery. The money adjustments since last
October, furthermore, have an added significance because of
their world-wide extent. Even in Germany, where the
scarcity of capital is the most serious economic problem, it
has been possible to reduce the official discount rate to 5.5,
from the 7.5%, level prevailing practically throughout 1929.
If history is to repeat itself, the signs of returning confidence
which could be observed among American business men to-
wards the end of the first quarterof 1930 should, by the begin-
ning of the summer, develop into a deep faith that the time is
ripe for a new upward movement.

New York Ciey
April 1, 1930
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SOME THOUGHTS ON THE UNEMPLOYMENT
PROBLEM IN GREAT BRITAIN

Report of Sir Arthur Balfour, Chairman, Capital Steel Works, Sheffield

so much attention in this country for such a long period,

so many palliatives have been advanced in recent years
and succeeding Governments have emphasized their par-
ticular capacity for solving the problem—before taking
office—to such an extent, that we are tending to regard it as a
spectre which cannot be banished, as a sine qua non of
modern economic conditions.

We, in Great Britain, are apt to advertise and dwell upon
our unemployment figures to a far greater extent than any
other country, and this causes us sometimes to overlook the
fact that there are more people employed in industry in this
country than ever before. Between September, 1923, and
June, 1929, there was a net increase of 916,000 in the number
of people employed in this country, and this takes into con-
sideration only the insured workers in industry. The real
increase was probably much greater.

It is true that an unemployment figure, w}uch is in the
neighborhood of a million and a half and which in spite of
all efforts to lower it continues in the wrong direction, con-
stitutes a very grave economic problem, but Great Britain is
not the only country with an unemployment problem. The
idea seems to be widely prevalent that we are definitely on
the decline, whilst all around us we are able to survey a
world of humming activity.

I believe America keeps no national statistics of unem-
ployed, but according to reliable computations, it is esti-
mated that approximately three million persons are tem-
porarily or permanently unemployed, and even this figure
may be a conservative one. In Germany, too, there were
approximately 2,200,000 people out of work at the end of
1929, whilst the problem 15 sufficiently grave in most Euro-

7

! I ‘HE question of unemployment seems to have received
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pean countries, with perhaps the exception of France. The
Colonies and Dominions, too, where we might least expect it,
are not infrequently’ faced with the two-fold problem of
maintaining a high standard of living and at the same time
preventing the unemployment figure from reaching alarming
dimensions. In some quarters, unfortunately, there seems to
be a tendency towards adopting measures, which are ap-
parently more or less successful in the short run, but are
bound to react disastrously against basic primary industries,
in the long run. .

Superficially, it would appear that the incidence of unem-
ployment in so many countries might be due to a general
surplus of population, which modern economic conditions
cannot absorb. If we examine the published statistics, how-
ever, we find that the population of the world of late years
has tehded to increase less rapidly. This brings us to the
resultant repercussion on the agricultural regions of the
world. If the consuming population of the world tends to
increase less rapidly, agriculture will find it increasingly dif-
ficult to dispose of its products. In other words, there will
be a relative decline in the purchasing power of the world’s
agricultural regions. Food will certainly cost less, but the
capacity of agricultural areas to absorb aggregate quantities
of manufactured goods will decline and the cycle of inter-
national trade, which after all is fundamentally the inter-
change of the world’s manufactured articles for foodstuffs
and raw materials, will be interfered with. Therefore, it
would seem that a generalincrease of the population of the
world should act as a stimulus to employment.

It has been sometimes said that unemployment is a symp-
tom of the imperfect adjustment of industry to the economic
conditions of the time. One of thewoutstanding features of
the post-war industrial situation has been the tendency for
countries, which had hitherto concentrated on the develop-
ment of primary industries, to build up secondary or manu-
facturing industries. Australia is perhaps the example par
excellence, but the case of Canada, Brazil and other coun-
tries may also be cited. The net effect for the older manu-
facturing countries is that their markets will be those in
which a direct exchange of manufactures for foodstuffs and
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raw materials will be less easy to effect... This in turn will
involve greater specialization and adaptation, and adjust-
ment to economic changes. Is it true that conditions have
changed throughout the world more rapidly than industry
has been able to change to meet them?

If we compare the post-war economic and industrial
history of America with that of Europe,’it seems that the
former has been the first thoroughly to grasp the changed
conditions and profit by them. With the help of the most
up-to-date machinery, and methods of rationalization (in
the broadest sense of the word) and aided by the existence of
a large self-supporting area, as regards food and‘raw ma-
terials, and to a great extent independent of external trade,
America has been able to return to the period of normal
cyclical trade fluctuations more rapidly than a Europe,
more widely disturbed and disorganized by the war, And
yet the gradual rise from the depression of 1922 to the peak
of prosperity in 1929 did not enable America to solve the
problem of unemployment. * _

Whatever the causes may be, unemployment is not con-
fined to one country nor to one continent. We in Great
Britain have attracted to ourselves the eyes of the whole
world by the publicity which we have given to our unem-
ployment situation for a number of years—I refer especially
to the weekly published statistics—and the many and vary-
ing methods we have tried to solve a problem, which we are
at last beginning to realize can only be solved in one way—
by an improvement in our export trade. The fact that since
1911 twenty-five Unemployment Insurance Acts have been
passed is sufficient to show the importance which is attached
to the problem. The statistics which are published weekly
and the prominence given to the matter by all political
parties, whilst they may show a laudable desire on the part
of every one not to let themselves be blinded to the hardship
and suffering which a large volume of unemployment brings
in its train, cannot fail to produce an erroneous impression in
other countries and do much damage to our industrial credit.

The tendency of all political parties has been increasingly
to concentrate on the gradual improvement of the lot of the
more humbly placed in life, which has naturally entailed a
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constant growth in the amounts annually spent on the social
services. It is perhaps understandable why opinion in some
European countries cannot comprehend the reasons which
prompt us so earnestly to set ourselves the task of solving a
problem, the difficulties in connection with which seem in-
superable. The force of public opinion in this country,
moving along humanitarian channels and always with a
backward glance at those social reformers of the past, whose
idealistic theories had more scope at a time when we could
with truth be termed THE workshop of the world, is con-
stantly urging us in the direction of any schemes which may
hold out a hope of reducing the number of our unemployed,
even though they may entail enormous increases in our ex-
penditure. We simply cannot imagine ourselves adopting a
cynical or passive attitude towards the question of unem-
ployment. :

And yet, if we are to face facts as they exist to-day in a
world of increasing competition, we must bring ourselves
to realize that we cannot reduce our burden of unemploy-
ment in the long run if we continue to place upon industry
and therefore upon our basic exporting trades, ever-increasing
burdens, in the shape of taxation and rates.

The cost of unemployment insurance for the year ended
March 31, 1929, was £54 millions and this total, combined
with the £45 millions, which were spent on Poor Law relief,
brings home to us the tremendous handicap which the relief
of the unemployed and the destitute places upon industry in
the shape of increased taxation. The exact expenditure on
public social services for 1929 is not available, but during
1928 it had reached the stupendous figure of £366 millions,
including education, as against a total of £9 millions in 1891,
The cost per head (excluding education) is now estimated
at £3.18.0 per head of population, against a cost of 3/~ per
head in such a country as Italy.

I have often seen it stated that America alone amongst
the nations realizes that prosperity depends on the well-
being and wealth of the worker. Evidence in proof of this is
cited in the high wages paid, the distribution of profits
amongst the workers and the universal prevalence of the
hire purchase system, whereby the worker is encouraged to
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purchase his own motor car, etc. Such an assertion must en-
tirely overlook such matters as National Health Insurance,
unemployment benefit, old age pensions, widows’and orphans’
pensions and parochial relief, which obtain in this country
to an extent found nowhere else.

It is small wonder that industrial and commercial opin-
ion in this country is constrained to protest vehemently
against any increase in the amounts spent on social services,
even at the risk of being labelled reactionary. Faced with
the increasing industrialization of countries hitherto agri-
cultural and good customers for British manufacturers, on
the one hand, and by tariff barriers which seem to mount
ever higher, on the other, we cannot afford to shoulder fresh
domestic burdens and at the same time expect to compete in
the world’s markets to an increasing extent, which, as I have
previously pointed out, is the only sure means of reducing
unemployment.

Whilst on the subject of the domestic handicaps on British
industry, one cannot overlook the high rates which have
been levied on industry in the past. Itis estimated that the
total amount of local rates levied in 1914 was £79 millions
and this has risen to something in the neighborhood of
£200 millions. The unfairness of the system from the point
of view of industrial concerns lies in the fact that hitherto
rates have been payable, whether a profit was made or not.
Prior to last year, according to calculations, the colliery
industry was paying £3,400,000 a year in rates, although
working at a loss,

The De-Rating Act was the most striking attempt indi-
rectly to stimulate employment by the removal of some of
the burdens on manufacturing concerns, thus enabling them
to compete on somewhat more equitable terms in the over-
seas markets. Thanks to the Act, the handicap of crushing
rates does not now press so heavily on the older basic indus-
tries. Nevertheless, the incidence of high rates has been one
of the primary causes of a re-orientation of industrial activity
and employment in this country. The newer and lighter in-
dustries which have not been tied to the northern latitudes
by the need for easy access to the coal fields, have exercised
their freedom to choose latitudes, where the burden of exces-
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sive rates has not weighed so heavily. They have almost
entirely eschewed the north and have developed in the south
and Midlands. There is, of course, no evidence to show that
the heavy metal industries are disposed to leave the areas in
the north, which give them easy access to coal and to the sea;
nor is the cotton industry preparing to fly from the humid
atmosphere of Lancashire, nor the woolen industry from
Yorkshire, but such comparatively recently established
trades as the motor industry, the artificial silk industry and
other so-called luxury trades, which now provide employ-
ment for large numbers of workpeople are establishing them-
selves in localities which have been devoted almost entirely
to agricultural development. These industries have a large
potential domestic market which has not reached saturation
point and, moreover, in almost every instance, they are pro-
tected from unfair foreign competition by the existence of
safeguarding duties. One can only conjecture what the
ultimate effect on employment in the cotton and woolen in-
dustries of the north, the increasing use of artificial silk in
textiles previously composed wholly of cotton or wool, will
have, but it is inevitable that these old-established indus-
tries are bound to be jeopardized unless they can obtain
their raw wool or cotton at cheaper prices or can induce
changes in fashion on the part of the wearing public. In the
case of wool, at any rate, there seems to be no indication that
the present fiscal policy of Australia is going to make for
cheaper export prices for the raw product. However that
may be, statistics show that employment which in the north-
ern half of the country has increased by only 2.59% over the
1923 figures, has increased by 10.31% in the southern half of
the country. Many of the workers in the depressed basic
industries of the north have found employment in the do-
mestic industries of the south and southern midlands, the
percentage increase in the silk and artificial silk industries
being as much as ninety-three during the period from 1923 to
1929, whilst such industries as artificial stone and concrete
manufacture, electrical engineering and the motor vehicle
trade have shown tremendous advances. In the case of
artificial silk alone, if we consider the employment over the
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last five years, there has been a total increase of four hundred
per cent.

Whatever inferences we may draw from these figures, a
school of thought exists and is gaining ground which insists
that we have in the past invested too much of our money
abroad and that we have assisted too much in the industrial
development of new countries which are now entering the
field as competitors against us. The example of America is
cited as a country which has concentrated upon and arti-
ficially stimulated her home trade, with beneficial results, and
even though she possesses a tremendous initial advantage
due to her size, population and the possession of foodstuffs
and raw materials, it is argued that a similar policy could
with advantage be followed by this country. In this con-
nection, however, we must not overlook the fact that our
past overseas investments, apart from anything else, bring
in £285 millions per annum in interest, and this sum helps
largely to offset our adverse trade balance and pay for some
of our social services.

Theoretically, the ideal to which an intensive stimulation
of the home market would lead would be, for example, to pay
large wages to such as miners and other workers, to enable
them to purchase dear clothes from cotton and woolen op-
eratives, who in turn would be so well off that they could
afford to buy motor cars made from expensive steel and coal:
a whole nation in which money and luxuries abound. But
there would still remain the fundamental question of obtain-
ing and paying for our food supplies from abroad, as farming
could not be developed sufficiently to make us self-support-
ing. The only alternative source of supply would be Em-
pire countries, which would not be able to take home manu-
factured goods which were not competitive in prices.

The extent of unemployment and the different economic
theories which have arisen in regard to methods of solving
the problem have perhaps been the main cause of focusing
public opinion on the need for closer economic cooperation
between the Empire countries. Every one desires to see an
expansion of Empire trade and every one realizes that the
basis of such expansion must be to a great extent mutual.
Much has been done in this country in the way ofpropa-
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ganda, by means of the Empire Marketing Board and by
drawing the attention of the public to the many and varied
Empire products which can be purchased. For their part,
the Dominions and Colonies have been very helpful by co-
operating in Empire emigration schemes, but naturally, in
the development of such schemes, it has to be remembered
that the Dominions have unemployment troubles of their
own and, on the other hand, it has been found that the at-
tempt to settle industrial workers from this country on the
land in Canada and Australia has proved that in many cases
they are unsuitable for agricultural work. The initial at-
tempt to relieve depression in the coal industry by mass
transference of workers to assist during the harvest in
Canada proved only partially successful. It is, however,
obvious that some relief may be obtained by the speeding
up of emigration schemes.

Much attention has recently been drawn to Lord Beaver-
brook’s campaign for “Empire Free Trade.” In my view,
such a campaign can only be successful if we are to begin by
imposing preferential duties on all classes of foodstuffs and
raw materials, which the Colonies and Dominions export to
this country. It is essentially a plan for the taxation of im-
ported raw materials and foodstuffs and is calculated to put
up both the costs of production and the cost of living in this
country, at any rate for some time. How can we afford to do
this at a time when it is essential that our costs should be as
low as possible in view of our dependence on the export of
our manufactured goods? Not only should we lose the bulk
of our foreign trade, but also much of our Empire trade, as
Empire countries would find foreign goods cheaper than ours,
unless they could be induced to erect prohibitive tariff walls
against all foreign manufactured goods.

It is obvious that the Lord Privy Seal and the permanent
officials with whom he is working realize that the solution of
our unemployment problem must depend upon finding cus-
tomers for our products, on the recovery and development
of four overseas markets, and the artificial creation of un-
necessary and unremunerative work can never be a remedy.
There is, however, another school of thought which desires
the introduction of all kinds of palliatives. This school
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wishes to increase unemployment benefits, to raise the school-
leaving age with handsome maintenance allowances, to in-
troduce family allowances all round and to pension off the
older workers in industry at a living rate in order to make
room for the younger unemployed. Others again insist that
the effective solution of the problem lies in the organization
of a big emergéncy scheme for the provision of work.

In view of our present heavy commitments in this direc-
tion, there are serious dangers and difficulties in the way of
the extension of doles and allowances.

For example, the immediate effect of the financial pro-
posals of the Unemployment Insurance Bill will be to in-
crease the Treasury contribution to the Unemployment Fund
by £12%4 millions in 1930-1931.

To pension off the older workers in industry, whilst it may
be desirable as an end in itself, is hardly practical politics at
the present time, and any big scheme of this nature merely
involves more consumption without more production.
Further, many of the older workers in certain industries are
key men, the wholesale removal of whom at a time when in-
dustry is at the cross roads would aim a serious blow at the
country’s productive capacity, particularly as so many in-
dustries are in process of re-organization.

Whether it is good policy to raise the school-leaving age is
a debatable point. It is certainly being opposed by many
Local Education Authorities throughout the country. In
any case, the accompanying maintenance allowance will be
an addifional burden on industry.

Those who hold that some big emergency scheme for the
provision of work is essential do not necessarily disapprove of
the measures which are proposed for the gradual rehabilita-
tion of industry, but they insist that concurrently an im-
mediate and active policy for the provision of utility work is
called for. Let us for a moment examine what has already
been done in this direction.

The last Government spent £100 millions in relief work in
four years. Since the present Government entered office,
new powers have been conferred upon the Unemployment
Grants Committee to aid relief works; grants have been
made in aid of public utility undertakings, including those
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controlled by private persons, and to all intents and purposes
there has been a revival of the Trade Facilities Act, including
the new departure of setting aside one million pounds 2 year
for Colonial development.

The railway companies, gas companies and water supply
companies have been encouraged in this way to embark on
new schemes of development, the total cost of which has
been estimated (up to the end of November, 1929) at under
£8 millions and similarly, during the same period, local
authorities had embarked upon schemes in respect of works
of public utility at a total estimated cost of £12}4 millions.
The schemes vary in duration from two to three months to
several years; some persons will be employed for compara-
tively short periods, others continuously for long periods.
Further schemes are under consideration, but even if the
most optimistic forecasts prove true, the amount of employ-
ment provided will not seriously affect the unemployment
returns.

Let me give one illustration of the cost and effect of relief
works in one locality, which is probably typical of others.
In five years, the municipality of Sunderland spent one mil-
lion pounds on relief works. The total number of people
employed all the time was just over 400 (they were not the
same people). While the result was that certain pieces of
useful work were considerably anticipated and the amenities
of the town were improved, the cost entailed an addition to
the rates of 9d. over a period of twenty years,

Under the Colonial Development Act, the scheme for the
construction of the Zambesi bridge will be proceeded with
and will probably provide employment for some 4000 men
in this country, and further schemes in Tanganyka territory
will provide additional employment here.

Grants have been made in connection with the Road Fund
for Works of .major importance under a trunk road pro-
gramme and also under a five years’ programme for the im-
provement of classified roads and bridges. In connection
with these schemes, the liability from the Road Fund alone
will amount to £16 millions and the employment provided
will be equivalent to the employment of 100,000 men for a
year.
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Thus, it will be seen that we are already spending enor-
mous sums in Unemployment Relief Work—too much in the
opinion of many—and the accusation that we are concen-
trating too much on the rehabilitation of industry, ration-
alization schemes, etc., whilst neglecting the possibility of
immediate provision of relief work, cannot be sustained.
The fact is that we cannot afford in the present state of in-
dustry to go in for further expensive schemes which are
non-productive.

In an article of this nature, mention must be made of the
Industrial Transference Policy, inaugurated by the last
Government, which is still being maintained. It may be
true to a limited extent that transferees help to keep local
unemployed out of jobs, but in my view, when a district is
so depressed industrially that it reaches a point of absolute
stagnation, as has been the case in somé of the villages in the
South Wales coal district, where practically the whole
population has been unemployed and a vicious circle of pov-
erty has resulted, accompanied by total incapacity to pay
rates or provide for essential public services, the only solu-
tion is a policy of careful transference to localities where
there is a better chance of employment. In the depressed
state of trade, there are bound to be exceptional cases of
this nature. At the present time, it is obvious that the coal
trade has reached saturation point as regards employment,
and if the surplus employees can be absorbed into newet
industries providing more scope, I do not see why a careful
policy of industrial transference should not be adopted. .

I have endeavored to show in my foregoing remarks that
there is no short-run remedy for the solving of our unem-
ployment problem. The only permanent cure depends on
the recovery of markets overseas, which in turn depends on
the organization of our industries at home, to enable them
to compete in the world’s markets under present day condi-
tions of high tariff barriers and the increasing industrializa- -
tion of other countries. It is estimated that 64.8% of our
unemployed would probably be in steady employment in
times of normal trade, and it is to the provision of work for
this 64.87, that our main efforts should be directed.

In consideration of the means whereby we can best equip
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our industries to compete in world markets, our thoughts
turn at once towards what is commonly termed rationaliza-
tion. Itisa term which we hear on everybody’s lips and it
seems to be thought a panacea for all our evils. It is cer-
tainly essential that our industries should be run on abso-
lutely up-to-date lines and any machinery or equipment
which is obsolescent must be ruthlessly scrapped. Our
marketing methods must be thoroughly overhauled and if
we find that our competitors’ methods are more successful,
we must not hesitate to remodel our own on better lines.
Amalgamation is not infrequently essential if access to ade-
quate capital for development purposes is to be obtained,
but there is a danger that by being too anxious to re-equip
ourselves, we may bring about a state which is the exact op-
posite from what we desired. There is just a possibility that
when two or three or more. firms amalgamate, one or more
of the constituents may be highly efficient and organized
already and the other constituents may be inefficient and act
as a drag on the whole concern. In such cases, perhaps it
would be more advisable for the weaker units to disappear,
rather than act as a drag. It is no use bolstering up ineffi-
ciency.

At the same time, we cannot overlook the fact that ration-
alization schemes may temporarily at any rate aggravate the
unemployment situation. This has actually been the case -
in connection with some of the amalgamations which have
taken place in the iron and steel trade. Amalgamations in
many cases may result in greater employment in the long run,
but when we are seeking every means to secure a speedy re-
duction of our unemployment figures, we cannot afford en-
tirely to overlook immediate effects. Probably much of the
increase in unemployment in the cotton industry is due to the
double effects of intensified depression and partial ration-
alization, which is throwing additional workers out of em-
ployment.

Much criticism has been levelled against the new Economic
Council on the ground of redundancy. Certainly many of
the state departments are concerned specially with economic
problems, but they cannot all be dealt with satisfactorily
either by experts or by Cabinet Committees, The present
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Council, which is a small body and comprises economists as
well as practical industrialists, though much of its work will
have to be carried out behind the scenes, will doubtless have
a good chance of exerting real influence on the development
of economic policy. What is required is a coherent and con-
tinuous survey of economic needs and problems, in the place
of much that has in the past been discontinuous and discon-
nected. Perhaps this has been to some extent inevitable, in
view of the fact that we have had one Government succeed-
ing another, holding quite divergent views on the subject of
all-important problems of policy. To take one case alone,
the question of safeguarding of industries should be a ques-
tion to be discussed quite apart from party politics. But
hitherto, we have seen the spectacle of one political party
imposing certain duties on specific articles, after due en-
quiry, and a succeeding party, as doctrinaire Free Traders,
removing them, It is admitted on all sides that nascent in-
dustries, such as the artificial silk and motor car industries,
could not have attained their present degree of prosperity
but for the Safeguarding duties, which have been placed on
important motor vehicles and artificial silk. But at the
present time, grave uncertainty exists in these and in other
safeguarded industries, owing to the probability that on the
occasion of the next Budget in April, they will be repealed.
«It seems hardly fair to the industries themselves to keep them
in such a state of suspense, and nothing is more certain than
that this state of suspense has already been instrumental in
adding to the number of persons on the Unemployment
Register. The new Economic Council is at any rate a non-
political body, and as such will be in a better position for
suggesting a coherent and continuous policy for the different
public departments to follow.

We must not delude ourselves with the thought that pros-
perity will return of its own accord, and that we have only
got to wait for a return to our pre-war conditions. Those
conditions are gone for ever and we have got to re-create
prosperity for ourselves by setting out thoroughly to recon-
dition our methods and equipment to enable us to compete
in and recapture those markets which are temporarily closed
to us. When this happens we shall find that many of our

7
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troubles will begin to right themselves, including the major
one of unemployment. The task is great and difficult, but it
is not beyond the full economic capacities of the nation, act-
ing in effective harmony.

At the moment, it would seem the only two means of re-
ducing the number of the unemployed is by safeguarding
some of the great basic industries and an increased effort to
emigrate some of the population. All other methods have
so far proved of little value.

Sheffield :
March 6, 1929



BRITISH ECONOMIC CONDITIONS IN 1929
Contributed by the Intelligence Department of the Midland Bank

Limited, London, transmitted through the Rt. Hon. Reginald
McKenna, Chairman

HE year 1929 was a very eventful one in British eco-

nomic life—perhaps the most eventful, with the ex-

ception of 1926, since the break in the post-war trade
boom. Its outstanding features may be summarized in four
brief general statements:

1. The dominance of monetary and financial develop-
ments, some essentially international and some domes-
tic in character;

2. A higher level of trade activity, considering the year as
a whole, than in 1928, with a noticeable relapse in em-
ployment towards the end of the year;

3. A mixed record in the leading industries, with marked
improvement in coal and heavy metals and continued
if not deepened depression in textiles;

4. The achievement of substantial progress towards ré-
organizing and re-conditioning the industrial structure.

These four statements will be developed in the present
survey, and, following the sequence here adopted, attention
may first be directed to the course of monetary and financial
developments.

The year was distinguished by an extraordinarily heavy
volume of gold movements, determined mainly, though to
a large extent indirectly, by events in the American stock
markets. Early in the year, following persistent weakness
of sterling in terms of dollars, the Bank rate was raised by a
full point, to 525%. This step, however, was insufficient,
on the one hand, to counteract the attraction of funds to
New York and, on the other, to overcome the associated
difficulty experienced by foreign borrowers in obtaining
access to the American capital market. The result was that,
although the Bank of England secured a slow but steady re-
inforcement of its gold stock out of open market supplies,
sterling remained at a low exchange value. About mid-
summer a new and excessive outflow of gold began, Some

L
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of the metal went to the United States, more to Germany,
and much more to France. London was in fact the scape-
goat, monetarily speaking, of events in New York, while it
had to bear in addition the full brunt of the demands for
gold set up by an undervalued franc. A further rise of a full
point in Bank rate was enforced towards the end of Septem-
ber, by which time the Bank’s gold stock had fallen to about
£13224 millions. At this stage the collapse in the American
stock markets brought relief; sterling shot up to a strong
premium, which not only checked the outflow, but induced
imports of gold even from the United States. Further
quantities came from Australia and Argentina, these con-
tributions being augmented out of the regular arrivals of
newly-mined gold. The combination of forces resulting in
this radically changed situation made it possible to reduce
Bank rate by easy stages to 5%, the level at the end of De-
cember, while the gold stock was restored to £146 millions—
only £7 millions below the figure at the beginning of the year.
In the face of these extraordinarily heavy movements, far
surpassing in scope any previous expetience with the post-
war gold standard, the Bank pursued an enlightened and
skilful credit policy. Evidently recognizing that the per-
sistent weakness of sterling was due purely to money market
disparities and not to local inflation, the potential effects of
the gold outflow on the credit base were steadily and almost
entirely neutralized by increasing the Bank’s holding of se-
curities. The policy was to maintain the volume of credit
while raising its price. The justification of the policy was to
be seen in the fact that adjustment of money market condi-
tions took place without any serious degree of deflation in
this country, such as would necessarily have occurred if the
gold outflow had been allowed to exercise its full effect on
the volume of credit. The modern conception of central
banking policy, which distinguishes sharply between ex-
change movements due to price disparities and those due to
money rate divergences, was thus triumphantly vindicated.
Although, therefore, the Bank’s policy was calculated to
minimize the effects upon industry and trade of these start-
ling developments in international money markets, it was at
the same time impossible wholly to avoid them. The mere
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presence of higher and rising money rates, necessarily ac-
companied by increasing charges for bank accommodation,
acted as a deterrent to industrial and trading enterprise.
Meanwhile, moreover, disturbing events were approaching
or actually taking place in the field of domestic finance.
When the year opened, the boom in new capital issues,
largely of a speculative type, was well under way. A slight
check was given, more particularly to stock exchange ac-
tivity, early in the year, when the initial rise in Bank rate
took place. It was not until considerably later, however,
that the heavier blows were inflicted. Unfavorable first re-
ports of newly-formed companies, many unexplained delays
in the issue of accounts, numerous underwriting defaults, and
proceedings for winding up scarcely-born companies com-
bined to create grave unsettlement. A few small failures in
the money market added to the general nervousness. And
finally the collapse, through criminal operations, of a vast
structure of inter-locking finance completed the process of
suppression of all forms of speculative activity. The finan-
cial markets lapsed into almost complete quiescence. Public
new issues towards the end of the year were negligible in
amount, while stock exchange activity fell to a very low ebb,

When all these factors of disturbance and uncertainty are
considered it is not surprising that industry to some extent
belied the hopeful prospects entertained earlier in the year.
In point of fact, a distinct flagging of business activity was
noticeable towards the end of the period. Despite this set-
back, however, the year taken as a whole recorded a higher
degree of production and employment than 1928, though the
improvement concealed great variability in the position of
individual branches. A marked recovery was witnessed in
the coal industry. Production increased appreciably, largely
in response to a pronounced expansion in exports. The profit
and loss returns of mining undertakings showed slightly more
satisfactory results than in 1928, though losses were still
widely incurred. The larger export trade in coal has to be
attributed partly to the operation of cooperative marketing
schemes in different areas, the most notable being the “Five
Counties” scheme, which covers roughly nine-tenths of the
output of the area involved and two-fifths of the entire pro-
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duction of all the mines in Great Britain. Towards the end
of the year the new Government introduced its promised
legislation dealing with hours of labor in mines and, among
other things, coordination of production and marketing.
The sections of the bill relating to this subject provide, in
their original form, for national coordination of district
schemes, on advanced and harmonious lines, designed to
cover the entire industry. At the moment, however, follow-
ing strong Parliamentary opposition, this particular part of
the bill is in suspense, having been held over for further con-
sideration. Meanwhile the Government is proceeding with
the section of the bill having as its effect a reduction in the
maximum statutory working day from 8 to 714 hours, and
this arrangement is expected to come into force shortly, as-
suming the bill is finally passed.

The iron and steel trades have also shown a welcome re-
vival. The output of pig-iron in 1929 was the largest since
1920, while many more blast furnaces were in operation in
the second half of theyear than in the last six monthsof 1928.
The production of steel was greater than for any year on
record, with the exception of 1917, and in general the posi-
tion of Great Britain as a producer of iron and steel in the
post-war world was not only maintained, but actually im-
proved. This is not to imply, any more than in the remarks
on coal, that conditions are yet satisfactory. Production
remains far below nominal capacity; a great deal of idle
labor is still attached to the industry, while too large a pro-
portion of the output is produced on terms which yield an
insufficient profit, if any at all.

Accompanying the improvement in iron and steel, parallel
movements have occurred in some related industries. En-
gineering, considered as a whole, enjoyed a better year,
though some sections, notably the textile machinery branch,
remained depressed. Shipbuilding has maintained an unex-
pectedly high level of activity, the output, though still well
below capacity, comparing favorably with previous post-war
years. The comparison is at first sight remarkable in view
of the heavy fall in freight and time charter rates, but various
factors combined to postpone, and perhaps partially neutral-
ize, the full effect of this depressing influence.
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The decline in freight and time charter rates, arising from
a combination of circumstances limiting the volume of carry-
ing trade, resulted in a disappointing year for shippers. Idle
tonnage increased sharplyat the endof the year. Not only has
it been difficult to obtain favorable returns from outward
voyages, but a further problem has arisen in the attempt
to secure homeward freights. As a result, many ship-owners
have sustained losses, particularly on more recentoperations.

The story of the textile industries in 1929 is by no means
a happy one. In the first place, the long-standing depression
in the cotton industry has been unrelieved by any marked
recovery. Conditions in India and China have enhanced
the difficulties already experienced in expanding business
with overseas markets. The quantities of cotton yarns and
piece goods exported both showed declines in comparison
with 1928. Secondly, a distinct change for the worse oc-
curred in the woolen industry. The depression, to the extent
that the prolonged mild weather in this country was respon-
sible, may perhaps prove only temporary in character, but
as far as it was due to tariff changes abroad it may prove
extremely difficult to overcome. Among the other textiles,
even artificial silk failed to maintain its record of consistent
prosperity.

Agriculture, too, has little cause to be gratified with the
record of 1929. Thanks to favorable weather, good crops
were secured, but the abundant supplies of cereals in other
countries brought about a heavy fall in prices, reducing the
returns to farmers, Quotations for some grains in the past
year fell actually below pre-war figures. Meanwhile last
year's drought rendered 1t difficult to keep livestock on
terms which made for profitable disposal.

From this brief survey it will be seen that on the whole,
considering the added difficulties and uncertainties arising
from monetary and financial developments, British economic
activity achieved a fair record of progress in 1929. The most
disturbing feature was the recession towards the end of the
year, which may prove on the one hand to be merely a pause
in the upward trend, or may take on, by contrast, the dimen-
sions of a major relapse. At the other side of the picture,
perhaps the most encouraging sign is to be found in the
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movement; which gathered speed in 1929, towards more
efficient industrial and trading units and equipment. To
mention a few examples, substantial progress in this direction
has been accomplished in the heavy industries; some further
advance has been recorded in cotton, while among materials,
steps similar in essence are being taken in raw wool. Plans
for co-ordination of production have proceeded to a forward
stage in the case of coal, representing home products, and
tin, representing a commodity produced abroad largely
under British financial control. The initiation of discussions
and active negotiations on an international basis marks an
important step in the direction of avoiding the worst effects
of world-wide overproduction.

Further encouragement is to be derived from the wide-
spread and energetic scientific investigations now being
conducted into various aspects of our economic life. The
Government has appointed an inquiry into the relations be-
tween finance and industry, covering the whole field of
monetary policy. Two other smaller committees, consisting
partly of members of the Government, are considering what
steps can be taken to improve the competitive power of pro--
ducers in the iron and steel and cotton industries. Quite
recently, moreover, the Government has announced its in-
tention of setting up a permanent Economic Advisory
Council to consider and make recommendations upon all
economic questions officially submitted to it. In addition,
conversations have been proceeding between representatives
of the Government, the banks and the issuing houses with
a view to securing that industrial reorganization shall not be
hampered by lack of capital provisions. Finally, joint efforts
are being made on the part of employers’ and trade unions’
representatives to discover scientific solutions of some of our
most pressing industrial problems.

All these developments provide food for hope, since in the
aggregate they can hardly fail to contribute to greater pros-
perity in the future than in the past decade. Time is needed,
however, for their full fruition, and few signs are yet avail-
able, at any rate in some of the most important export
branches of industry, of increased competitive power in
overseas markets. Nevertheless, the volume of British ex-
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ports, after eliminating the influence of price changes, was
considerably greater in 1929 than in 1928. On the other
hand, a still larger expansion was recorded in the volume of
net imports. These developments, in conjunction with
price variations, resulted in an increased debit balance on
account of commodity trade. The total monetary value of
our overseas trade increased, but whereas imports rose by
£26 millions, exports expanded by only £6 millions, while
re-exports fell by £1024 millions. Thus the import surplus,
which amounted to £35134 millions in 1928, rose to £38214
millions in 1929. Among British exports, coal alone in-
creased by far more than the aggregate rise, but cotton yarns
and piece goods, woollen and worsted yarns and manufac-
tures, and other textile products, all showed heavy declines.
The greater part of the rise in imports was accounted for
under the heading of articles wholly or mainly manufac-
tured, this being perhaps the most disturbing fact of all those
revealed by the trade returns. The decline in re-exports was
attributable mainly to a fall in outward shipments of rubber.

Combining all the developments in finance, industry and
trade in the past year, it is legitimate to view the future with
2 somewhat higher degree of reasoned optimism than was
possible twelve months ago. The year 1929 brought a use-
ful process of sanitation in international monetary and do-
mestic financial affairs, and the atmosphere is distinctly
clearer as a consequence. The progress towards more scien-
tific organization of our economic hfe is encouraging, though
the immediate outlook is confused by uncertainties regarding
the budget to be introduced in April. Meanwhile the re-
definition of the problems of reparation and inter-ally debts
(for the problems are by no means “settled”) and the pros-
pects of definite improvement in general international rela-
tionships give a happier appearance to world affairs. The
future for this country’s industry must depend very largely
upon the success achieved or failure recorded in dealing with
three major problems in the international field. Two of
these—the incidence of tariffs and tariff warfare, and the
recovery of buying power in countries sorely afflicted by the
fall in the value of silver—are largely political in their nature
and would seem to call for solution mainly by effort along
political channels. The third is essentially economic, and
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can be dealt with only upon an economic basis and by eco-
nomic agencies.

The year 1929 has witnessed a pronounced appreciation
in the value of gold. World price levels have fallen materi-
ally; gold is being hoarded, not so much by individuals as
by central banks. And. it becomes apparent that, however
skilfully the short-term effects of gold movements may be
minimized by central bank policy, gold still calls the tune
over the long period. This is natural because the short-term
action is taken in the demestic field, whereas the long-term
‘operation of the gold standard is world-wide in its scope.
International considerations delimit the field of activity of
domestic monetary mechanisms.

The problem of maintaining a steady level of commodity
prices is of peculiar importance to this country. Everybody
knew, when Britain returned to the gold standard, that
British prices would need ‘to fall substantially in order to
come into harmony with those in America. The fall in
wholesale prices quickly took place, but retail prices and
wage rates entirely failed to adjust themselves to the new
wholesale level. *Consequently the disharmony already
existing at the time of the return to gold was actually
widened as a direct result of that action. As if this were not
enough, the trend of world prices has followed a downward
course, thus still further emphasizing the disparity between
wholesale and retail prices and wage costs in this country.
It has therefore been a problem of the first magnitude to
bring British costs of production on to a level making it pos-
sible and profitable to compete with producers in less ham-
pered countries. Small wonder that this and all its related
problems are taking a long time and a prodigious amount of
thought, effort and sacrifice to solve. A concerted line of
action on the part of the leading central banks to stabilize
the value of gold would at least remove one of our difficul-
ties. The problems arising from other causes are accentu-
ated by the rise in the value of gold, and if this trend were to
be arrested we should be in a far better position to cope with
the outstanding obstacles to trade recovery.

The following tables are designed to illustrate and give
fuller information upon some of the points mentioned in this
survey.

London
February 18, 1930
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Oruer FINANCIAL STATISTICS

Bank Qlearings Postal New Capital Tssues? Rare for Cost of L‘m{&';_kN“

(£ millions) Receipts (£ slbons) 3-Months’ Wholesale Living® Exchanget

Month (Dai_lyzAﬂ\:er- Treas::'l;:h:i;lls (19‘:3'(:;:”) (Juiy 1514 (AMonthly.

London Provincial ;g“.‘nnd-) ou puH,(:::“ (p)::;:;:: Averages: ) =100) sv:;azxﬁ.

1928:

January............ 3933.7 152.1 126.7 14.2 19.6 414 141.1 168 4.8758 7
February........... 3413.2 142.5 122.4 226 5.2 434 140.3 166 4.8753
March............. 3745.5 153.6 1280 18.7 23.0 44 140.3 164 4.8802
April ...l 3677.5 136.9 126.3 10.6 8.0 4 1429 164 4.8822
May............... 3914.4 145.0 123.7 25.8 13.5 Il 143.6 164 4.8819
June.. ...l 3703.8 131.8 124.6 25.4 16.0 3Be 142.6 165 4.8804
July oo, 3715.3 143.1 126.4 24.1 17.7 Ilg 141.1 163 4.8635
August. ... .iee.ns 3520.7 126.2 121.5 5.5 1.0 351 139.3 165 4.8536
Scptember.......... 3319.0 121.9 128.4 7.6 10.7 44 137.6 165 4.8508
October............ 3961.0 145.7 138.9 29.7 10.9 434 137.9 166 4.8497
November.......... 3734.4 135.1 135.2 17.0 110 43§ 137.9 167 4.8496
December. .. oaee. 3566.2 139.5 164.9 18.0 6.7 436 138.3 168 4.8527

1929:

January............ 4274.3 147.7 124.9 i8.0 29.4 9 138.3 167 4.8500
February........... 3592.2 137.8 120.1 26.2 6.9 4815 138.4 165 4.8524
March........o.00. 3692.8 141.2 127.9 T 24.8 9.0 554 140.1 166 4.8528
April. .ot 3677.1 132.2 129.6 28.8 6.0 5348 138.8 . 162 4.8537
May...ovviirennnnn 3647.1 128.1 128.1 12.3 8.8 5% 135.8 161 4.8510
June ...l 3428.2 126.9 128.1 140 11.4 Sllg 135.6 160 4.8486
July. oo, 4143.7 145.5 131.3 13.9 8.3 534 1374 161 4.8515
August. ..........n 3658.4 121.9 123.0 2.2 1.4 Si5g 135.8 163 4.8486
September. .. ....... 3351.9 118.9 129.2 1.5 1.2 556 135.8 164 4.8486
October, . .vnveve. ] 40427 138.9 136.7 7.5 4.1 6i4a 136.1 165 4.8703
November..........| 38652 133.1 135.5 63 o 6.7 554 134.0 167 4.8777
December. .. ...... 3523.0 126.9 175.7 4.0 1.2 439 132.5 167 4.8819

! Midland Bank compilation
* Board of Trade index number

3 Ministry of Labor index number
4 Statist” averages
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Banking StaTIsTICS

{Averages of weekly figures: £ millions)
Bank of England Ten London Clearing Banks
Month . Notes in Percentage:
Hgﬂfgll DE:;:;& Sez:xorg:ilu’ Baﬁ:::;v[e)et:t.‘ Cireulation Deposits Cash g:;:;:. Advances
1928:
January............ 154.8 128.9 108.3 38.7 371.5 1784 201 11.3 937
February........... 157.3 111.4 87.5 42.1 365.0 1734 192 11.1 933
March............. 157.9 113.1 88.6 42.8 357.3 1709 150 11.1 945
April. ...l 158.5 116.4 91.2 42.9 373.2 1728 191 11.1 950
May......cocvvent 161.9 113.8 85.2 46.3 371.7 1725 192 1.1 952
June............... 169.0 123.0 87.6 53.3 374.1 1768 197 11.2 946
July....oov it 174.9 127.3 87.0 58.3 376.2 1786 197 11.0 949
August............. 174.6 115.6 75.4 58.3 375.6 1768 195 11.1 948
September.......... 175.6 117.5 75.0 60.8 3728 1769 197 11.1 946
October. . .....c.uun. 166.9 113.1 78.3 52.6 370.1. 1790 196 10.9 955
November.......... 162.3 116.9 84.3t 50.41 366.3 1789 197 11.0 958
December.......... 156.3 115.7 96.9 36.7 379.7 1843 207 11.2 961
1929:
Januvary...... ..., 153.7 1219 90.2 49.8 363.9 1846 202 10.9 972
February........... 150.5 113.4 74.7 57.0 353.6 1814 190 10.5 983
March............. 152.6 114.0 76.1 56.2 356.4 1777 188 10.6 996
Aprit. ...l 155.7 116.8 79.3 55.3 360.4 1781 192 10.8 1003
May....oviviinnn. 161.5 109.6 67.8 59.6 361.9 1770 192 10.8 993
June ...l 162.9 115.8 72.4 61.3 361.7 1808 196 10.8 9%4
July. o oooiiiiil, 152.1 1163 91.3 43.2 368.9 1816 193 10.6 1001
August........con.. 139.5 1153 103.0 30.4 369.1 1796 192 10.7 996
September.......... 136.3 115.8 101.4 - 32.7 363.5 1792 195 10.9 987
October. ... ..., 132.1 112.8 99.2 31.4 360.7 1802 193 10.7 987
November.......... 1333 112.1 93.1 36.8 336.5 1789 190 10.6 986
December.......... 139.6 107.6 953 30.2 369.4 181t 205 11.3 988

! The figures include a small amount of silver coin in the Banking Dep

2 The amalgamation of currency and Bank of England note issues (Nov. 22, 1928) rendered previous figures of Securities and Reserve incom-
parable with those succeeding.
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StaTIsTIcS RELATING TO ProDUCTION, FOREIGN TRADE AND EMPLOYMENT

Pig Irom L
x Coal Steel Shipbuilding Pe of N. Bricish
Petiod Pr":ﬁ.'cnz{:- Onrput Production Number of Production | Tonnage Begun Insured Poraons ‘mpztm Exports

{1924 = 100) (millsone (thousands Furnaces in £ U loyed {£ muiilions) illions)

of tons) of tons) Biast of rons) of tons)
1928: {anuary. - .. 215 561 148 626 .. 10.7 90.1 59.7
“ebruary. .. .. 20.7 551 148 764 .. 10.4 87.2 57.2
March..... .. 22.1 593 150 793 .. 9.5 99.2 65.0
1st Quarter. 105.7 64.3 1,705 .. 2,183 342 .. 276.5 181.9
April. .. ... .. 18.2 563 149 644 . 9.5 85.8 553
ay....... .. 19.7 592 148 753 .. 9.8 87.6 58.6
June....... .. 19.0 564 141 709 .. 10.7 87.9 59.5
2nd Quarter 103.7 56.9 1,719 .. 2,106 279 .. 261.3 173.4
.. 18.1 538 131 667 . ii.6 87.0 60.9
‘e 18.4 519 130 648 .. 11.5 889 62.2
September . .. 18.9 504 131 719 .. 11.3 80.8 56.6
3rd Quarter 95.4 55.4 1,561 .. 2,034 245 .. 256.7 . 79.7
October. ... .. 21.1 544 136 756 .. 11.7 93.8 64.3
November.. .o 20.6 544 135 762 . 121 96.0 63.8
December. . .. 19.5 540 132 683 .. 11.1 92.4 60.4
4th Quarter 105.2 61.2 1,628 .. 2201 432 .. 282.2 188.5
1929: {anu:ry.. .. . 22.4 564 139 765 .. 12.2 106.3 66.9
“ebruary. . . .. 21.1 £20 140 775 .. 121 81.0 557
March. .... .. 22.6 590 145 860 .. 10.0 88.6 58.6
1st Quarter.| 108.3 66.1 1,674 . 2,400 362 ~ 275.5 181.2
April ... ... .- 20.9 611 152 809 .. 9.8 93.8 60.2
ay... ... .. 20.7 655 159 844 .. 9.7 93.0 67.4
June....... .. 19.9 658 165 831 .. 9.6 B81.9 49.9
2nd Quarter 111.0 61.5 1,924 .. 2,484 428 .. 268.7 177.5
July....... .. 21.1 672 167 805 .. 9.7 85.6 66.5
Avuvgust. .. .. .. 20.5 682 170 753 .. 9.9 92.0 63.0
September . .. 20.9 665 168 848 .. 10.0 91.6 55.1
3rd Quarter 108.2 62.5 2,019 .. 2,406 360 .. 269.2 184.6
October. ... .. 23.0 689 166 850 . 10.4 101.1 64.6
November. . .e 22.3 631 163 8158 .. 11.0 100.0 63.1
December. . . 21.4 643 162 661 .. 11.1 98.6 58.4
4th Quarter 115.0 66.7 1,963 L. 2,366 499 .. 299.7 186.1

1 London and Cambridge Economic Service.



GERMANY’S DEPENDENCE ON CAPITAL!

Report of Mr. Franz von I\/fendelssohn, of Mendelssohn and Company,
Bankers, Berlin :

Board regarding the economic position of Germany

in the first half of 1929 showed that Germany was in
a period of declining business activity, The second half of
the year shows in this respect no turn for the better. On the
contrary, the elements of stress, which existed in German
economy, have in part become more acute and have led to a
depression in many branches of business. The reason for
this does not lie in the decline of production which on the
whole was maintained on the level of the preceding year.
Towards the end of the year, however, even in this field cer-
tain signs of contraction became visible. The steadiness of
the German business in the first part of the year was due to
the relatively favorable development of the industries turn-
ing out producers’ goods—a phenomenon which stood in
close connection with the increasing demand for fixed capital
on the part of those countries which are among the important
purchasers of German products—in the second half of the
year even this branch of industry showed signs of faltering
under the influence of unfavorable business developments in
a great number of these countries, while,on the other hand, it
was not possible to put an end to the stagnation of the indus-
tries producing consumers’ goods.

The reason for the business recession is to be sought
primarily in the marked uncertainty regarding the future
prospects of German business creating a psychological de-
pression which operated to cripple to a certain degree the
spirit of enterprise. A great number of enterprises, among
them also some reputable and under normal conditions
financially secure establishments, failed—a phenomenon
which, as is well known, was not confined to Germany alone.
The number of failures and receiverships reached a level not
attained since the crisis of 1926. The degree of liquidity of
the enterprises became diminished, and numerous establish-

tTranslated by the National Industrial Conference Board.
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ments were able only through utmost exertion to keep them-
selves above water. No doubt this uncertainty was also
partly caused by the uncertainty regarding the outcome of
the Reparation Conference. It is to be hoped that, from the
psychologic point of view, the strain will be somewhat re-
lieved when the situation is finally clarified in regard to this
vital question affecting German business. Of course, ex-
aggerated hopes should not be built on this, because the bur-
den of the obligations undertaken by Germany gives no
ground for excessive optimism regarding the future develop-
ment of affairs.

In its last Quarterly Report, of November, 1929, the
Institut fiir Konjunkturforschung expressed the opinion that
German business could not be far from entering a period of
depression, of a character which in its further development
fosters a new business recovery. It has been held that the
Spring of 1930 may be designated as the possible period when
these tendencies towards recovery will manifest themselves.

The fulfillment of this forecast will depend on a number of
circumstances, one of these being the possibility of relieving
the pressing need for capital which ranks first as the deter-
mining factor in the difficulties of German economy. In view
of Germany’s dependence for capital on foreign countries,
this question can be answered only by considering the
development of international financial markets. No doubt,
the liquidation on the American Stock Exchanges has re-
lieved the tension on these markets, but it remains to be seen
whether this relief will result in freeing sufficient sums for
investment purposes in Germany. Up to the end of the pre-
ceding year, no sums worth mentioning have gone to Ger-
many. The decline in interest rates, observed internationally,
which places Germany in a favorable position as a field for
* investments in view of the still comparatively high interest
rates prevailing in Germany, has continued during the cur-
rent year. This may cause long-term capital to flow into
Germany in large volume. The newly concluded loan of the
Siemens Corporation seems to indicate that foreign countries,
with abundant capital supplies, are again showing increasing
interest in German investments,

Two factors are of special significance for the further
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development of affairs. First of all, a factor of great impor-
tance will be the effect on the international markets of the
forthcoming French-German mobilization loans. Wil inter-
national savings be available in sufficient volume to cover the
gigantic loans and furthermore to provide sufficient funds for
private investment purposes! But even more important is
the development of business in foreign countries generally.
Germany finds herself here in a peculiar position. When
business activity in foreign countries with abundant capital
supplies is increasing, the possibilities for exporting German
goods will increase, but, on the other hand, capital which
otherwise would be used to finance German industry will be
invested in the countries themselves. In the opposite case,
Germany will be able to obtain foreign loans, for in view of
business depression funds cannot be profitably invested in
foreign countries, but will find it difficult to increase her ex-
ports. At present, it seems as if the latter is taking place.
This development is without doubt very unsatisfactory for
the rehabilitation of the German balance of payments which
in the long run is necessary. While up to this time the deficit
in her international payments, caused by her payments on
account of reparations, interest and amortization of private
loans as well as import surpluses, Germany was able to cover
only through imports of capital, the fact must be kept in
mind that in the long run this process has definite limits and
an economically sound settlement can be obtained only
through a surplus of visible and invisible items in the balance
of payments. The last year resulted in a 50,000,000 reich-
marks’ surplus of visible exports over visible imports, a sum
which, in view of the heavy burdens placed on Germany, is
not of much importance although it no doubt represents a
material improvement in comparisgn with the billion-reichs-
marks import surplus of the preceding year. It is also to be
taken into consideration that the trade balance of 1929 was
brought about by circumstances which may not repeat
themselves in the same combination; namely, by the pur-
chasing ability of foreign markets and by the stagnation of
domestic markets which forced Germany to increase her
exports even at unfavorable prices in order to maintain the
operation of German establishments.
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For the purpose of bridging over especially pressing con-
ditions of distress, as was the case in previous years, it is no
doubt necessary and proper to balance imports and exports
by means of foreign loans. However, after a certain stabil-
ization of affairs is accomplished and, particularly, after the
situation in regard to German political obligations is made
clear, it must be considered urgently necessary for Germany
to take energetic steps to balance her trade out of her own
resources. This can be best accomplished through increased
exports. In view of the limits which are placed on such an
increase in exports by foreign countries through tariffs and
similar barriers to trade, and in view of her extraordinary
political obligations to make payments, Germany cannot be
blamed if she on her part also makes an effort to dispense
with imports of goods which she does not need. Such an
attempt corresponds completely with the policy of an honor-
able debtor, the more so since rather harsh limits are set
against him. Germany will not be able to do without her
imports of raw materials which are necessary to keep her in-
dustries running. This results in a large and increasing
amount of goods which Germany must buy from abroad.
This is true also, but to a less degree, so far as the reduction
in German imports of foodstuffs is concerned. The last year
has shown that, as a result of a favorable domestic harvest, a
substantial reduction of several hundreds of millions of
reichsmarks in grain imports which Germany must buy
abroad could be made. As far as manufactured foodstuffs
are concerned, especially dairy products, the German trade
balance is burdened with large sums which could no doubt
be saved by more intensive domestic production. Especially
striking is the contrast between Germany’s poverty and the
import of foreign finished manufactures which are not indis-
pensable and which in greater part could be produced in
Germany, It does not correspond with the traditions of
German trade policy to decide definitely against imports of
foreign commodities. The Germans are well known for their
readiness to purchase foreign goods, and this tendency is
understandable and worthy of approval in the interest of
cultural exchange if by means of it the status and freedom of
national economy are not prejudiced. The moment that

]
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Germany becomes free from debts and has once more at her
disposal a surplus of capital available for investment abroad,
as was the case before the war, there will be no ground for
opposition to a passive trade balance on merchandise account
even if it is brought about through imports of goods which
are not considered indispensable. :
‘One can only urgently desire and hope for a return of such
a state of affairs in Germany. During the next decades the
prospects are extremely slight indeed. Even if we start with
the proposition that Germany’s trade on merchandise ac-
count is balanced and perhaps shows even a small export
surplus which is supplemented by export surpluses on ac-
count of services rendered to foreign countries, the fact re-
mains that Germany is burdened with reparation payments
of two billion reichsmarks and net interest payments of
almost one billion reichsmarks. For these sums there is no
cover, except possibly eithet through acquisition of German
plants by foreigners or through foreign loans to German en-
terprises. The second half of the year 1929 showed various
instances of the first method which Germany cannot always
regard without certain concern. Without doubt the acquisi-
tion of German plants by foreigners or their participation in
the management of these plants through purchase of stock
means an increase in international capital relations and, as I
see it, a strengthening of the interest on the part of foreign
economic circles in the prosperity of German enterprises.
Aside from this, these instances involve considerable flow of
capital to German enterprises, and consequently to the entire
German economy, which is to be welcomed especially when
with the help of these funds an increase in exports can be
accomplished through the possibility of long-term financing,
In this case, over and above interest payments of foreign
capital, the bills of exchange arising out of export business
will yield sums which will be most helpful for the German
balance of payments. The cause for concern lies in the possi-
bility that those foreign shareholders, who in part compete
in the world markets with the German companies in which
they own stock, will attempt, through their participation in
“the management of German enterprises, to influence their
business policy in a sense not consistent with the interests of
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our national economy as a whole. That there are dangers, I
do not venture to doubt, although I rely upon the sound
judgment of foreign capital investors not to do anything from
which in the long run they also would derive no profit. Ina
fundamentally free economy, it is not a profitable business to
eliminate competitors by making use of large capital funds.
International monopolies are possible only in raw materials
and even in this case only in a limited degree, but not in the
field in which lies the strength of German economy, that is, in
the industries producing finished goods. If here an enterprise
closes down, ten new ones take its place which will attempt
through sharp competition to assert themselves. In my
previous report, I indicated that the calm and practicable
sense of American business men will not even consider the
idea of eliminating and gradually driving out of the market
somewhat troublesome German competitors through financial
control, for such an attempt would be profitless and hopeless.

The problem of German capital supply, however, cannot
be solved only by means of penetration of foreign countries
into German enterprises. During the next few years, accord-
ing to all indications, it will be necessary to balance Ger-
many’s international payments through further issue of loans
abroad. While last year, nine-tenths of foreign funds, which
helped to equalize German incoming and outgoing payments,
were in the form of short-term loans, this development with-
out question represents a great danger for Germany because
it can become a menace to the German money market when,
as a result of extraordinary circumstances, a strong money
tension develops in foreign countries. The past year has
shown that this danger should not be considered simply as a
matter of theory but that it has real consequences when
short-time funds invested in Germany are suddenly recalled
in order to seek what temporarily appears a profitable field
of investment. It is to be hoped that with the increasing
consolidation of world economy the willingness to invest
savings in long-term securities will become greater. The
mutual interest of the individual countries in the prosperity
of other nations will thus be promoted—a development
which is to be urgently desired on the part of the creditor as
well as the debtor countries.

Berlin
February, 1930



THE COTTON INDUSTRY OF FRANCE!

Report of Professor André Siegfried, L’Ecole Libre des Sciences
Politiques, Paris

HE cotton industry of France is fourth largest in the

world for spinning and fifth largest for weaving. On

January 31, 1929, France had 9,981,000 spindles out of
165 million spindles existing in the world, or 5.9% of the
total; she comes after England, which possesses 57,748,000
spindles, the United Stateswith 35,335,000,and Germanywith
11,155,000 spindles. French spinning accounts for 192,600
looms of a world total of 3,278,000 looms, or 5.8%,. She
is preceded by England (754,940 looms), the United States
(747,380), Russia (312,000), and Germany (250,000). France
holds third place in the world in printing machines, with 285
machines, as compared with 1,100 in England and 386
machines in the United States.

The French cotton industry is distinguished by certain
general qualities which give it a special character. The first
of these traits, in common with all European countries, is a
complete dependence upon foreign sources of raw material.
It is then necessary to take note of the preponderant rdle of
machinery in cotton production. In this respect, too, France
resembles the principal cotton countries of the present day.
But what is peculiarly characteristic of the French cotton
industry is the infinite variety of the manufactured products,
and in general, the predominance of the medium-sized mills.

Important in the world, even though in a secondary place,
the cotton industry, considering French industry in its en-
tirety, occupies a most important position among the indus-
tries of France, even though its contribution to the total of
our exports is only 6.9%. But it will be seen later that ex-
portation is not a measure of its true place, for, like many
French industries, it is not principally an export industry.

1Translated by the National Industrial Conference Board.
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Grocraruic anp Economic Conorrions o THE CoTTOoN
INpDUsTRY

The cotton industry of France must be divided into three
parts: spinning, weaving, and finishing, the latter being’
divided into bleaching, dyeing and printing.

Geographically, the industry comprises five principal and.
several secondary regions, particularly in the specialties,
which are as follows:

1. The Northern Group, situated at Lille and its environs,
especially at Robaix, Tourcoing and Armentiéres.

2. The Eastern Group, at Epinal and in the valleys sur-
rounded by the Vosges, as well as in and around Belfort.

3. The Alsatian Group, concentrated at Mulhouse and en-
virons as well as in the valleys of the Vosges on the Alsatian
side.

4. The Normandy Group, developed around Rouen and the
valleys which converge around it, as well as in the valleys
of the Eure, of the Calvados and the Orne.

5. The Central Group, situated at Thizy and Roanne.

As for the secondary groups, they are found chiefly at
Cholet (Maine-et-Loire), at Mayenne (Mayenne) and at
Saint-Quentin (Aisne).

This gives a background for a more detailed examination
of the geographic distribution, from the viewpoint of spin-
ning, weaving and printing.

The geographic distribution of spindles in 1929 shows
2,952,000 spindles in the North (309, of the total); 3,168,000
spindles in the East (329 of the total); 1,830,000 spindles in
Alsace (18% of the total); 1,460,000 spindles in Normandy
and the West (15% of the total). These spindles comprise
almost 957, of the entire number. Thus the North and the
East must be looked upon as the regions in France where
spinning is the most fully developed.

Weaving is distributed geographically as follows: 77,400
looms in the East (40% of the total); 40,600 in Alsace
(26% of the total); 34,800 looms in Normandy and the
West (18% of the total); 24,800 in the region of the Loire
and Rhone (139 of the total). These figures account for
more than 957, of the total. It is necessary to note that,
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especially 1n the North, this total number of looms includes
also 8,100 hand-looms, which are not, as might be believed, a
relic of the past, retained by the habits of a people who
have not advanced, but a superior tool, regarded and desired
as such, of the artistic French production. '

The geographic distribution of printing shows that, of 285
printing machines, Alsace possesses 54%, Normandy 22%
and the East 129, ° .

The conclusions naturally drawn from these figures are
that the North is predominantly a spinning section, the
East, Alsace and Normandy are both spinners and weavers,
while Alsace is chiefly a printing region.

The personnel of the cotton industry, including the
bleaching and dyeing branches, is composed of 230,000 work-

-ers, of whom 639, are women, though in printing they are
only one-third of the personnel. ‘

It is to be noted that in France the cotton industry has
suffered and still suffers from a chronic lack of labor, but one
will observe the relatively small number of workers for an out-
put of considerable magnitude—a phenomenon which reveals -
the marked development of machinery and great produc-
tion per worker. This personnel, moreover, is of a character
which varies considerably according to the different regions:
it is rural and scattered in the East (Vosges, Belfort); it is
congregated and industrial at Mulhouse, at Lille, Roubaix,
Tourcoing, Rouen; finally, it is composed of small artisans
scattered and working at home in the region of the Orne, as
well as in the region of the Roanne.

In spite of these characteristics which suggest an industry
of other days, the cotton production of France must be con-
sidered as strongly developed from the viewpoint of the
degree of concentration and perfection of machinery. The
French cotton machines are in general remarkable even
though in certain respects relatively old. But here the war
has produced consequences of tremendous importance which
in the end were not wholly bad for the country. Forty per
cent of the spindles and 159, of the looms had to be rebuilt
in the Northern region because they were destroyed during
the German invasion. This destruction which, at the same
time, caused the ruin of about ten French departments,
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forced France after the war to renovate entirely her stock of
tools, in such a way that this part of the country today
possesses a mechanical equipment which is classed among
the finest in the world.

As regards industrial concentration, the principal charac-
teristic of the French cotton industry is that it is composed
largely of medium-sized establishments. There are in France
600 spinning and weaving companies; the mills have, in gen-
eral, a capacity of 30,000 spindles and 600 looms. It is
important to observe, however, that a growing movement is
leading these companies to unite their spinning and weaving
mills. The spindles in the hands of spinner-weavers are now
almost 4097, of the total and the looms more than 459 of the
total. The desire, the necessity of avoiding the very heavy
turnover tax is one of the reasons contributing to this com-
bination movement, for if the spinner does also the weaving,
the tax is not payable, while, in the contrary case, it adds a
very heavy burden to production costs.

While the spinning and weaving establishments are not in
general very large, bleaching on the other hand is concen-
trated in very large firms. There are not more than twenty
bleaching establishments in France.

The most frequent legal type in the cotton industry of
France is the company en nom collectif. There is even a very
large number of incorporated companies. But, in a general
way, whatever the type of organization, these companies
really represent the former individual enterprises which con-
serve for a long time, even under the new legal form, the
spirit and character of an enterprise owned by an individual
or by a family. In the case of a majority of these companies
in France, including even the incorporated companies, it is
possible to put a family name behind a spinning mill. This
aspect of the question should not be ignored, for it explains
the individual and often harmful character of the French-
ownership in the cotton industry.

Raw MateriaL

It is known that the world production of raw cotton rose
in 1927-1928 to 24,834,000 bales. Of this amount, 12,956,000
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bales were produced in the United States; 5,871,000 bales in
India and 1,219,000 bales in Egypt. In the same year, the
world consumption of raw cotton rose to 24,448,000 bales,
7,835,000 bales being used in the United States; 3,020,000
bales in England; 2,248,000 bales in Germany; 2,659,000
balesin Japan; 2,417,000 bales in India; and 1,032,000 bales
in France.

Naturally the true importance of the industry is indicated
less by the volume of consumption than by the quality used:
Japan and the United States use more coarse cotton; Eng-
land, more fine and light cotton. .

If we compare present consumption with the quantity of
cotton consumed before the war, taking the year 1912-1913
as a base of 100, we see that in 1926 the index of the raw
cotton consumption for France is 100.4; for Germany, 82.6;
for England, 72.9; for the United States 121.1, and for
Japan, 184. France has recovered her former volume of busi-
ness; England and Germany remain below the pre-war level,
while the United States and Japan have each progressed
enormously.

The number of bales consumed per thousand spindles also
throws interesting light on the nature of industrial produc-
tion in different countries. In 1927-1928, the consumption
in France was 121.60 bales per one thousand spindles, while
the corresponding figure for the United States was 188.23;
for England 52.88; for Japan 435.64, and for China 577.19.

Let us see now from what countries France imports her
raw cotton on the basis of 1927-1928 figures. The greater
portion of our imports (by weight), or 58.6%, comes from the
United States; 13.5%, comes from India; 11.6%, from Egypt;
1.3% from the French colonies, and 159, is imported from
various other countries, such as Turkey, Brazil, Peru, Argen-
tina, etc. It may be noted that 2,400,000 spindles in France,
about one-fourth of the whole number, spin Egyptian cotton.

'If we consider the same imports in bales, we find that in 1928,
of an importation of 1,140,000 bales, 850,000 came from the
United States, 170,000 from India and 100,000 from Egypt.

More than three-quarters of the raw cotton imported into
France comes through Havre. The ports of Dunkerque
and of Marseilles come next, as of equal importance, but at a
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much lower level as compared with the port of Havre. Be-
fore the war, almost all the importing was done by French
importing merchants, but since the war, the practice of buy-
ing their cotton direct from the United States has been taking
hold among the spinning houses. Today almost half the
imports are made in this way, owing largely to the distressed
money situation following the war.

The conditions under which the French cotton industry is
supplied with raw materials must not be regarded as entirely
free of peril. The danger in this respect arises particularly
from the fact that the world’s equipment in spindles has
increased by about one-third in the last twenty years. The
cotton producing countries, which formerly exported their
raw cotton, have a tendency to become industrialized—indus-
trialized on a large scale. The principal exporting countries
are tending therefore to consume, themselves, a growing por-
tion of their raw cotton. Thus, without considering Egypt,
the United States, India and China, which produced 1n 1927
1928, 839, of the world’s raw cotton, themselves consumed
429,. Under such circumstances, the former balance on which
the European cotton industry was established is in danger of
being shaken: the supplying country retaining its product for
itself, the importer’s difficulty in obtaining this same product
becomes a source of grave concern. Shortly after the war,
however, this danger has perhaps been exaggerated. In re-
gard to the United States, for example, as a producer of
cotton, it is necessary to take into account the enormous
possibilities of the production of cotton in the Southern
States and the fact that American consumption has not in-
creased in the same proportion as production.

The fear of being faced with a shortage of this raw material
has for a long time developed an effort towards the produc-
tion of cotton in the colonial empires of the European nations.
This endeavor has been pursued chiefly by England, but also
by France, especially in her African colonies. It should be
observed, nevertheless, that these efforts enlist the good will
and attention of all when cotton is rare and expensive.
However, when there is a good harvest and a decline in
prices, there is also a diminution of interest in the production
of colonial cotton.
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Americans have a long experience in the cultivation of cot-
ton, and it is too often believed in Europe that it is sufficient
to lay out cotton plantations to obtain satisfactory results.
Experience proves, on the contrary,. that cotton culture is
very difficult, demanding technical, climatic and economic
conditions which are rarely found united. At present, dry
cultivation of cotton without artificial irrigation in the
French colonial empire is the pursuit of half-savage popula-
tions. But irrigated cultivation requires capital and Euro-
peanmanagement. France possesses colonies which would lend
themselves very readily to this cultivation: Algeria, French
West Africa and Indo-China. The great difficulty is the
scientific selection of the species. It is a program which is
not above the science of our experts. The greatest obstacle,
however, appears to arise from the labor force.

Cotton cultivation requires many hands, and the popula-
tion of Africa is wanting in density. It is also wanting in
stability to such a degree that the greatest effort is put forth
either to settle the nomads permanently or by a medical
policy to maintain them in a hygienic condition which would
allow them to produce an effective crop.

Furthermore, in the United States, cotton raising has at
its disposal a first class banking organization and a remark-
ably well-developed transportation system. In the colonies,
whenever transportation can be done over water, it is sat-
isfactorily accomplished, but on land its price is frequently
prohibitive. Furthermore, the banking system in the col-
onies, for financing the producers and advancing loans to
the native for his harvesting and tools, can not naturally be
compared to the magnificent American set up. Finally, if
cotton production is to pay, the producer must be assured of
a market, for a large quantity and with regularity, without
which production is not stimulated and can not be steadily
carried on from one year to the next.

Owing to the efforts of the Colonial Cotton Association
and, also, to the very intelligent efforts of certain of our
colonial governors, especially in West Africa, it can be said
that the period of technical experimentation is practically at
an end. However, the commercial aspect of the problem re-
mains yet to be solved, and under the present conditions, the
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percentage of colonial cotton consumed in France remains,
as we have seen, extremely small.

Tue Markets For THE FrexcH Corron INDUSTRY

The French cotton industry may be looked upon primarily
as an industry for the domestic market. In 1928, the per-
centage of production exported rose to 9% for spun goods and
209, for woven, of which more than half went to the French
colonial market. Thus in reality the French industry de-
pends only to a small extent on strictly foreign customers.
There is a very important comparison suggested here when
one considers that the British textile industry exports, in
both good and bad years, from 75% to 80% of its produc-
tion. The same contrast is seen in comparing the French
cotton industry with the silk industry in France, the latter
exporting every year one-half and often three-quarters of its
output. :

We thus reach the conclusion that the essential characteris-
tics are the dominance of the home market as an outlet for
French cotton production and the very great importance of
the colonies in foreign markets. These are the two aspects
which it is important to keep in mind if one wishes to know
and understand the psychology of the French cotton manu-
facturer. :

The effect of these characteristics upon the nature and
tendencies of the cotton industry of France is considerable.
First of all, the home market, protected by the tariff, is on
the whole rather small, since France has only 40 million
inhabitants. The domestic consumers require a great variety
of goods: it is therefore impossible to produce a small number
of articles,manufactured on a large scale in conformance with
the methods of standardization. The effect of these condi-
tions naturally is to increase production costs, and the pro-
duction of cheap goods is not possible. The French cotton in-
dustry therefore needs tariff protection and must, furthermore,
specialize more or less in quality production, to which the
disadvantages indicated above do not apply with full force.

In this respect, France scarcely resembles England. The
latter, owing to her traditional world markets, which sup-
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ported her during the nineteenth century and until the war
of 1914, has been able to carry on business with numerous
and little diversified customers, the character of which per-
mitted large-scale production by reducing the number of
specialties. England, because of this, has had lower pro-
duction costs and a mass production which France does not
possess. Although for England, certain of these circumstances
belong henceforth to the past, the contrast between the
character of the industry in France and in England remains
marked. What distinguishes our country is that the pro-
ducers work behind a tariff wall and that they compete
among themselves within that barrier to the end that prices
still have an ultimate tendency to move downward.

French exportation feels the effect of this. Certain ob-
stacles seriously hamper the growth of French cotton exports;
first, the price of raw cotton imported into France is charged
with a tax in the form of higher freight rates, and, second, by
a greater increase in the price of textile machinery. It should
be added that certain countries, such as England, have an
older tradition than France in the cotton industry.

However, France has a conspicuous need for exporting her
cotton products, for reasons which the events of the last few
years have only fortified. The means of French production
of textiles have been increased by the war; the return to
France of Alsace and of Lorraine has notably increased
our equipment in cotton spindles, that is, by about 1,800,000.
Further, as has been said, the French output has been in-
creased by the improvement of our industrial methods and
by the fact that, since ten Northern departments having been
devastated by the invasion, we have been obliged, whether or
not we wished it, to renew a considerable proportion of our
cotton-making machinery. The result is that we have a
greater surplus of exportable goods than before. To cite a
typical example, let us recall that before 1914, Alsace, pro-
ducer of spun cotton, sold its goods in Germany. Today,
Alsace is incorporated into French territory. The French
negotiators of the Treaty of Versailles clearly foresaw this
difficulty and specified that, up to 1925, the cotton products
of Alsace were to enjoy the benefit of the franchise as a
privilege in the German market. But this special advantage,
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which was limited in time to the end of 1925, was not renewed,
and under the new conditions the Alsatian production flowed
back into the French market. The result of all these cir-
cumstances is that we are exporters to a greater degree than
before the war.

Let us study first our exports of cotton yarn. We al-
ready know that its volume is minimal in comparison with
the production. Cotton yarn is in reality a semi-finished
product used in weaving, and in a country where weaving is
as important as in France it is conceivable that the amount
exported would not be large. The destination of our cotton
yarn exports is interesting to analyze. More than three-
quarters of these exports (75% to 80%,) go to Central and
Western Europe, 439, going to Germany alone (1928). The
exportation to the French colonies, on the contrary, may be
called non-existent, not amounting to above 5.5% of the
total. This, however, is easily explained by the fact that
the French colonies, still at an inferior stage of economic
evolution, scarcely permit of any cotton industries. It is
thus necessary to keep in mind, in regard to our exports of
cotton yarn, the importance of the German market. Ac-
cordingly, as Germany buys or does not buy, continues or
discontinues purchases of cotton yarn in large quantities, the
Erench exports will be considerably affected.

As for the exportation of our woven cotton, we have al-
ready seen that it represents a percentage of our production
of some, if not very great, importance. One-half goes to the
colonies and one-half to foreign countries.

In 1928, exports to the colonies amounted to exactly 49.3%
of the total, going principally to the following countries, in
order of their importance: Algeria, Indo-China, Tunisia,
West Africa and Morocco. The exportation to foreign coun-
tries has been only slightly more important, as it amounted
to 50.7% of the total 1n 1928, and was sent to the following
countries in order of their importance: Germany, Czecho-
slovakia, Belgium, England, Argentina, the United States.

If we consider now the quality and nature of the articles
exported, we should state first of all that the relative place
of cotton yarn in our total exportation is not very important:
in weight, it constituted, in 1928, 24.4% of the exports and in
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value, 18.6%. The principal place then belongs to woven
cotton: in weight, 75.6% of our exports in 1928 and in
value, 81.4%. The quality of cotton yarn exported merits
some consideration here: the fine qualities were sold to the
United States, Serbia, Poland, Switzerland; the more ordi-
nary qualities to Germany, the Netherlands, Belgium.
More interesting still, is the analysis of the quality of woven
goods exported: the superior qualities were absorbed by the
United States, England (probably in large part for re-export),
Canada, Argentina, Brazil; the inferior qualities were pur-
chased by Germany, Switzerland, and the colonies.

It may be noted that the more finished or perfected the
article, the more readily it lends itself in France to exporta-
tion. This statement applies particularly to the foreign
market, the colonial market, as we have just said, granting a
customs privilege to French exports. It is to be observed,
" moreover, that the fine quality products are bought prin-
cipally by extra-European nations, inhabited by the white
race, which became most prosperous during the course of the
last few years. It may be said that France has three classes
of customers: a clientele for rich materials in the white, extra-
European countries; for average products in Europe; and for
ordinary goods in her own colonial empire. The articles
exported to this last group are woven goods, unbleached,
bleached, and dyed; muslins, printed goods, bed clothes.

It would not be amiss to lay stress again upon the colonial
market whose importance, for French industry, should not be
neglected. Before 1914, we had acquired an important place
in this market. But, during the war, various factors pre-
vented our continuing our exportation: our diminished pro-
duction, the needs of the national market, and the prohibi-
tive freight rates which our transportation was obliged to

ay. On this account, during the hostilities, our competi-
tors, English, Italian, Japanese, American, established them-
selves in our colonial markets with unfortunate effect upon
our exportation. Since then, we have begun to recover our
place in this market, where the French opinion believes that
we are to have a privileged position. Indeed, under our
colonial customs system there exists a tariff union between
France and a certain number of our colonies, called “assimi-
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lated colonies” (“colonies assimilées”). These colonies ab-
sorb almost four-fifths of our colonial export. This fact
emphasizes the importance of the tariff system for French
manufacturing in an industry like the one under present
discussion. V

The colonies which are more or less international through
diplomatic treaties or those which are administered by
France under mandate, do not approach in value to French
industry the profits yielded by the colonies in the tariff
union. This explains why French industry adheres to a pro-
tective system, and why, especially, it figures among the
most decided supporters of our old colonial tariff system.

The recent world development, especially in regard to the
development of the cotton industry in different countries, is
likely to provoke serious dangers for our trade. The cotton
industry of France is highly diversified: it sells in a number
of different countries a very great variety of articles. On this *
account, economic nationalism and protectionism are obvious
dangers for us. The fact that an increasing number of young
countries are building equipment for the cotton industry,
the fact that these same countries are by a sort of logic,
drawn to protectionism, can not fail to have perilous con-
sequences for France. We can extricate ourselves only by
specializing somehow more and more in the well-made article,
delicate, ultra-technical which no one could make as well in
our place. We can still maintain our exports to the colonies,
due to the benefits of the customs system, which considers
the French colonial empire simply as a part of the general
territory of the nation.

It is interesting here to study Germany in particular rela-
tion to this subject. As a consequence of the war of 1870,
which deprived us of Alsace and Lorraine, a break in the tra-
ditional balance introduced itself; Alsace, a cotton province,
had adapted herself to the German market and had con-
tracted the habit of looking upon it as an essential outlet for
herself. But France, deprived of Alsace, had largely re-
placed, especially in the Vosges and in large part due to the
mnitiative of the Alsatians themselves, the finishing, spinning
and weaving mills, lost by the annexation of the two prov-
inces to the German empire. This arrangement, which was
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continued for almost fifty years, is not justified by the cir-
cumstances today, since by the Treaty of Versailles, Alsace
brings back to us an equipment of some potentiality, espe-
cially in printing machines. This is the reason, already
pointed out by us, which forces France to increase her export
trade.

The experience of the years which have passed since 1925,
that is to say, since the tariff system giving preference to the
Alsatian products in Germany has come to an end, shows
that the former exports from Alsace to Germany, while they
have diminished, have not ceased altogether. In 1925 and
1926 there was a marked reduction in Alsatian exports of

. cotton yarns to Germany, although the depreciation of the .
franc at this period tended to favor our sales abroad. In
1927, the German importation of cotton yarns began fairly
well to recover, but there is nothing permanent in it, and one

" can say that on this point the future remains on the whole

uncertain: in general, Alsace must remain an exporter.

Let us try now to glance in review at the character and
future of the French cotton export trade. It is'known that,
in a general way, the French have not an export mind: they
prefer whenever they can to sell in the national market. The
French cotton industry does not escape this attitude com-
pletely, but it is, however, an exporter, with the reservation
always that the colonial market holds an important position
in its plans. There are, however, certain regions engaged in
this industry which have a natural bent toward exportation,
such as Roanne, the North and Alsace. Furthermore, every-
body in France recognizes the value of creating a steady
movement of sales to foreign countries.

Whatever may be the dangers of overproduction apparent
at present in the world, it is nevertheless probable that the
demand for cotton will never cease to exist.” A rapid growth
of civilization is manifesting itself among the primitive
peoples, and the first effect of the goods brought by western
civilization to almost savage peoples is the development of a
need for cotton materials. In this respect, the French
colonial market evidently will not cease to be important and
capable of absorbing large quantities. Further, there is
manifestly in the world a growing demand for fine products
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in general in all rich countries, and in particular in the new
white European countries which have developed considerably
in one generation. _
The strength of France in export trade at the present time
arises, perhaps, precisely from the unusual misfortunes which
have been striking it for fifteen years. By the devastation
of the Northern provinces, France was compelled to recon-
struct its factories entirely, and since she was obliged to put
in new equipment from the very bottom, it was natural that
she should seek a complete reconstruction in conformance
with the latest methods of technical progress. Under these
conditions, the French industry, at least to an important
degree, must be counted as one of the best equipped in the
world and one of the best prepared to succeed, especially in
finished, high-quality products. '

Tue Frencr Corton INDUsTRY IN ViEW OF THE PRESENT
Crusis

These facts have not prevented France frqm suffering from
the general world crisis in the cotton industry of the past
several years. For about two years there have been certain
undeniable signs of the crisis in the French cotton industry.
There is a depressed situation in business, with low sale
prices which barely cover production costs. If many com-
panies have maintained operations, it is largely in order not
to lay off their labor. Assuredly, this situation in the cotton
industry is not peculiar to France and is to be seen in most
of the countries in the world.

The causes which determine it are perhaps no longer pecu-
liar to France, but they merit at least being recalled here.
There is, first, the success of artificial silk and the competition
which it constantly offers to cotton yarns in the manufacture
of materials of cotton and silk mixtures, in hosiery, in uphol-
stery fabrics or even in the weaving of cotton. There is,
further more, the considerable increase in the spinning of
cotton in the world since the war, owing to the expansion of
machinery, which we pointed out before, inasmuch as, since
1913, the number of spindles in the world has been increased
by 15%. There is finally (and here the crisis is in part due to

9
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the technical improvements which France has effected since
the war) the substitution for spinning looms of continuous
looms the output of which is one-third greater. Mention
must be made at the same time of the general prevalence in
the world of the double-shift system, especially in certain
very thickly populated countties, for example, Central
Europe. Under such conditions, France, producing more,
particularly at a time when the world itself is increasing its
production of cotton yarns, is faced with a surplus of which
it ‘can not easily dispose. o

Finally, there is the profound change effected upon the
markets of the world by the post-war monetary disturbances.
The depreciation of the French currency immediately after
the Armistice was tantamount to a bonus to production and
exportation. Today, the stabilization of the franc con-
stitutes a difficulty well understood by all the countries
who have performed this stabilization, and which renders
business more difficult. One can say only that the French
crisis is acute, particularly in woven goods. It is a question
rather of readjustment, of a return to more normal condi-
tions, 'which may be considered as one of the aspects of the
general settlement after the war. '

-

GeneraL CoNcLusioN

It is important, in concluding, to recall that the French
cotton industry has, on the whole, remained largely a family
industry, if not always in legal name, at least in fact and
character. It is characterized by marked competition be-’
tween its numerous owners, and thus, logically, by 4 reduc-
tion of the margin of profit. v ‘

It should be added further that our French machinery has
been designed principally for the use of American eotton.
Therefore, we remain largely dependent upon American pro-
duction and exportation and, in so far as we undertake to
raise cotton in our colonies, it is still American cotton that
we must seek to produce, ) .

Our cotton industry is, moreover, a machine industry: it
is thoroughly mechanized and often with the very latest
known improvements. However, it is also—and perhaps to

-
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an increasing degree—an industry of fashion, requiring on
the part of owners and, we can say, their employees, con-
$tant invention and a constant change in design and manu-
facture,. In consequence, and this is particularly interesting
té point out to the American public, standardization by ma-
chine can not be developed indefinitely. By diminishing
excessively the number of styles manufactured, in order to
standardize, the French cotton industry would without
doubt destroy one of the reasons for its existence. ‘
Let us conclude by recalling that the domestic market re-
mains here an essential factor and let us recall also that the
colonial market, which plays so important a réle in the
French export trade, ought perhaps to be regarded less as a
foreign market than as an extension of the domestic market.
The variety of our manufactured products is indeed a
“hindrance to mass production for the international stand-
ardized market. The fact that we depend particularly
upon the national market and on a market whose tastes are
largely diversified, obliges us to continue a manufacture it-
self diversified. If the tendency then is here towards ma-
chine production,.towards mechanization, towards industrial
rationalization, it is, nevertheless, not towards standardiza-
tion pure and simple. And thus, the highly personal char-
acter of the French industry, inseparable from invention,
creation and distinction, remains as marked in her cotton
production as in the greater portion of the other productive
activities of our country.

"Paris
March, 1930



THE PLACE OF MANUFACTURING INDUSTRIES
IN ITALIAN ECONOMIC LIFE

Report of Mr. Antonio S. Benni, President, Confederazione Generale
Fascista dell’ Industria, Rome

OME years ago, before the outbreak of the European
war, it was customary to classify nations in the scale
of economic progress according to their degree of indus-

trialization, and those countries were considered most
developed which devoted the highest percentage of their
energies and resources to manufacturing activities, while
those which were mainly or exclusively agricultural were
considered as backward.

But apart from the fact that this classification failed to
take into account other ecopomic activities, such as com-
merce, transports, and credit, it is obvious that the contempt
in which agriculture was held, as compared to industry, was
largely due to contingent circumstances. The preponderat-
ing economic position which the United Kingdom had grad-
ually acquired during the nineteenth century as the result of
intensive industrial development, accompanied by the al-
most complete neglect of agriculture,.led to an exaggerated
estimate of the importance of manufacturing activities and
to the opinion that the wealth and power of a country de-
- pended on the degree to which it had developed its industries.
Moreover, the comparative simplicity of the methods of pro-
duction in use on the farm, as compared with the complex
and frequently difficult processes employed in manufacturing
industries, led to the belief that all nations, even the most
backward ones, could raise crops or livestock, but that manu-
facturing activities were suited only to the more developed
nations.

But as agricultural methods improve and as more complex
and delicate systems are introduced on the farm, the regard
in which agriculture is held is gradually rising. At the same
time, the very grave dangers attendant on the disappearance
or undue reduction of agricultural activities, no less from the
economic and social than from the political standpoint, are
becoming ever more apparent.
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Moreover, agriculture still is and probably will continue
for a long time to be the occupation of the majority of the
human race, supplying the food and the more essential raw
materials required by civilized man. It is therefore a basic
industry which should be viewed with the utmost respect
and favor, At the present time, no nation would adopt a
program of industrialization entailing loss to its agriculture,
and there is a growing recognition of the fact that economic
prospetity can only be assured when a country can count on
its agriculture no less than on its industries and the sub-
sidiary activities of commerce, transports and banking. At
the same time it is admitted that densely populated coun-
tries have more need than others to develop manufacturing
activities to that full extent which will allow them to utilize
to the full their productive power so as to secure the means
of support for their people and raise their standard of life.

So if today we were to classify the nations according to the
degree of economic development they have attained, prefer-
ence would certainly not be given to those which have over-
developed their manufacturing industries but rather to those
which have best balanced all their economic activities, and
more especially their agriculture and their manufactures,

Italy is one of thosg which have succeeded in maintaining
this desirable balance. It is not highly industrialized, if that
expression means that manufactures take precedence over
all other forms of productive work. But neither is it agri-
cultural or prevalently agricultural, if this means that indus-
tries are practically unknown or are still in the initial stage
of development. Italy is both an agricultural and an indus-
trial country, and one also devoting a notable portion of its
economic resources to commerce, banking, and transports.

Although the figures given in the accompanying table refer
to census returns secured some years ago, still they give a
fairly adequate idea of the distribution of the working popu-
lation between the several occupations, and they show that
in Italy industrial workers account for approximately one-
fourth of the working population, while agriculture engages
the activities of 55%, commerce and transports of 10%, the
remaining 107 being divided among the other occupations.
The percentage of industrial workers is considerably lower
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in Italy than in Great Britain or Germany, but approxi-
mates the percentage in France and the United States, and
exceeds that registered in Poland, Spain, and Russia.

The percentage of the whole working population engaged
in agriculture is higher in Italy than in France, Germany,
Great Britain and the United States, but less than in Spain,
Poland and Russia, just as the percentage of workers em-
ployed in commerce and transports is higher in Italy than
in those countries, and lower than in Germany, France,
Great Britain and the United States.

But the number of persons engaged in the several branches
of economic activity affords only one and not the most sig-
nificant indication of the relative importance of each in the
economic life of a nation, It is still more important to know
the contribution which each branch makes to the total na-
tional income; a contribution which, generally speaking, is
greater per unit of employment in the case of industry than
of agriculture. We find indeed in the case of Italy that,
while the number employed in agriculture is more than
double that engaged in industrial pursuits, the income de-
rived from industry is almost equal to that obtained from
agriculture, as is shown by the following table giving esti-
mates of national income calculated by Prof. Corrado Gini
in 1925, and by Prof. Giorgio Mortara in 1927. The figures
have been converted into dollars at the respective rates of
25 lire and 19 lire per dollar.

EsTiMaTE oF Private ItaLian IncoME

192§ 1927
Prof, Gini Prof. Mortara
(millions of dollars)
Agriculture, forests, stock-breeding and fisheries 1,280 1,578
Manufactures. . ....ooviieniiiiiiiiiiiianes 1,440 1,474
Commerce and banking. ,............couuune 440 526
Public employment and liberal professions. .... 440 526
Income from urban real estate............... 160 158
Other income. .. cvvvvvviiarivieiniiniines 240 210
Totaleoeivnniiiiiiiiieniiininiinianns 4,000 4,472

While taking into due account the inevitably approximate
nature of these estimates, we can safely say that about one-
third of the total Italian income is derived from industry,
one-third from agriculture, and one-third from other forms
of activity. .
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Another valuable factor for determining the place occu-
pied by industry in the economic life of a country is afforded

by the percentage of exports of manufactured products to -

total exports. In this connection it is interesting to examine
the table on page 122, compiled by the statistical office of the
General Fascist Confederation of Italian Industries from the
official trade figures for years 1926, 1927, 1928 and first 11
months of 1929.

Workers CrassiFiep By OccupaTiON

Agticulture, Foreats . Commerce and Other
and Fisheries Industries Transports Occupations

Country Cye:::. Per Per Per Per
Nomber | CP% | Number C:fnt Numbet cﬁt Number c:'f“
Total Total Total Total
........... 1921 (10,264,106 55.7 | 4,559,582} 24.7 11,896,990| 10.3 11,710,545 9.3
Germany....... 1925 | 9,672,426) 30.5 113,239,223) 41.4 |5,273,502] 16.5 |3,734,149] 11.6.
France,........ 1921 | 9,031,479| 41.6 | 6,973,318| 32.1 [3,094,589| 14.2 12,621,218 12.1
Great Britain,...{ 1921 | 1,501,794 7.8 9,918,542 51.3 |4,304,495| 22.2 |3,632,488] 18.7
Poland......... 1921 110,269,867) 76.2 | 1,266,382] 94| 762,636 5.711,176,149] 8.7
Russia.......... 1926 60,696,000( 80.5 | 5,946,000f 7.9 |2,816,000{ 3.7 15,941,000 7.9
Spain........... 1910 | 4,220,518} 6.2 | 1,098,546| 14.6 | 405,978] 5.411,782,538) 23.8
United States....| 1920 [10,953,158] 26.3 113,908,747] 33.4 {7,812,508 18.8 i8,839,835| 21,5

These figures show that manufactured products account
for two-thirds of Italian exports. But they only afford a
first basis for calculating the share in the export trade, be-
longing respectively to agriculture and manufactures. To
get a correct idea we must subtract from the value of indus-
trial exports the value of the raw material contained therein,
whether 1t be of national or foreign origin; and from the
value of agricultural exports we must likewise subtract that
of the industrial products required in their production
(chemical fertilizers, anticryptogamic products, etc.) while
adding thereto the value of Italian agricultural raw materials
embodied in the figure for industrial products. Net of
foreign raw materials, the figures show that Italian agricul-
ture and industry contribute approximately in a like measure
to the export trade.

Nevertheless, it should be noted that a considerable part
of Italian agricultural products are exported as manufac-
tures; this is not only advantageous to the economic situa-
tion of the country as a whole but is more especially ad-
vantageous to agriculture.
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VALUE OF AGRICULTURAL AND InpDusTRIAL ExprorTs (IN LIRE)
1926 1927 1928 Eleven Months of 1929
Actual Value Efm:rf;:; Actual Value E;l:rf;:; Actual Value Ef!rzet:f Actual Value OP;Erf:t:{:
Products of agriculture, stock-breed-
ing, forests, hunting and fishing:
Raw...ooernenas e, 4,376,480,586 | 23.45 | 3,748,226,474| 23.98 | 3,104,613,222 | 21.37 | 2,615,908,602 | 19.39
Prepared..... e, 1,704,344,729 | 9.13 | 1,543,550.412.| 9.87 | 1,446.788,735| 9.96 | 1,539,756,398 | 11.41
Total, cuersunreennneeranens ..l 6,080,825,315] 32.58 | 5,291,776,886 | 33.85 | 4,551,401,957 | 31.33 | 4,155,665,000 | 30.80
Products of Italian industries:
Manufactured mainly from raw
materials of Italian origin. ..... 4,675,278,406 | 25.05 | 3,713,538,124 | 23.76 | 3,307,136244 | 22.76 | 3,142,346,647 | 23.29
Other. . oottt iiiiiransss 7,508,415,947 | 42.37 6,626,633,213 | 42.39 6,670,599,210 | 45.91 6,194,228,021 | 45.91
o R 12,583,694,353 | 67.42 | 10,340,171,337 ] 66.15 | 9,977,735,454 | 68.67 | 9,336,574,668 | 69.20
Grand total. .. .ovunnnn.n.., 18,664,519,668 | 100 | 15,631,948,223| 100 | 14,529,137,411| 100 | 13,492,239,668 | 100
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This form of collaboration between agriculture and indus-_
try is gradually developing and deserves to be encouraged,
although it is evident that it cannot be carried beyond the
limits set by the national capacity to produce the raw ma-
terials required by industry, and by the possibility of selling
the manufactured goods on foreign markets which are al-
most everywhere protected by high customs barriers.

The facts above set forth show that industrial activities
occupy a place of prime importance in the economic life of
Italy, both as regards the number of persons employed
therein (including the technical and clerical staffs not covered
by the figures given above) and as regards their contribution
to the national income and to the export trade.

The importance of manufacturing industries in supplying
the wants of the country is none the less considerable.
Italian manufactures can now provide nearly all the goods re-
quired by the home market, and while Italy, like other still
more highly industrialized countries, imports a considerable
quantity of manufactured goods, her exports of such prod-
ucts considerably exceed her imports.

Italy has thus attained a high degree of economic self-
sufficiency. We must not, however, lose sight of the fact
that she is still dependent on imports for conspicuous quanti-
ties of raw materials which her soil and climate and the pov-
erty of her subsoil can not supply. But this is a drawback
shared in common with other industrial countries, and it
can not be claimed that because a country lacks some raw
materials she should be hindered from attaining that degree
of industrial development which is essential for providing
her population with work and food and helpful in increasing
national resources and accelerating its rate of progress. What
is important, as we have already stated, is to keep a due
balance between the several forms of economic activity.

In Italy, this balance has been preserved to a perhaps
higher degree than in any other country, if we take into
due account needs and possibilities. And the far-sighted
policy of the Fascist régime, inspired and guided by Benito
Mussolini, tends to maintain and consolidate this balance

by all the means in its power,
Rome

March, 1930



THE OUTLOOK FOR INTERNATIONAL TRADE!

Report of Mr. E. Heldring, President, Royal Netherlands Steamship
v - .«LCompany, Amsterdam

HE prospects for the development of international

trade in the current year are not very bright. Price-

declines in many of the principal raw materials and
foodstuffs, sich as cotton, wool, cereals (with the exception
of wheat), potatoes, coffee, sugar, tea, cocoa, and minerals
(except iron and coal), have been more or less pronounced
and their effect has been to reduce the purchasing power of
the countries which produce them. As a result, the demand
for manufactured articles on the part of these countries will
be smaller, and this, in turn, will aggravate the conditions in
industrial states.

A few years ago the situation was characterized by a gen-
eral demand for greater production of goods which were
sold at high prices; at the present time, the prevailing prices
are barely sufficient to meet the costs of production. This
change in the situation has been caused partly by the exten-
sion of the agricultural area, partly by more intensive
methods of production, partly by the rationalization of in-
dustry and, unfortunately, also by excessive protection. In
many cases, the decline of wholesale prices started already
some months ago. They weakened further sharply under
the serious pressure caused by the dramatic collapse of quo-
tations on the New York Exchange of last October,

The difficulties are perhaps greater in agriculture than in
the other branches of economic life. Agricultural conditions
are unfavorable everywhere. It is a curious fact that this
development has occurred during a period when Russia,
formerly an important source of farm products entering into
international trade, has not resumed her exports of grain to
any appreciable extent.

The international capital market has been dominated

1Part of this article was adapted by Mr, Heldring from his New Year's address
delivered to the Amsterdam Chamber of Commerce.
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during the whole year by the speculative position at New
York and its sudden liquidation, but also by the exceptional
position occupied by France, which holds considerable bal-
ances abroad and has attracted gold first from London and
afterwards from New York to a considerable extent. French
withdrawals of gold from London increaged the difficulties of
the Bank of England, in the somewhat precarious position
of the present balance of payments of Great Britain, and
caused the rate of discount there to rise above the level at
which it was in other creditor states, i

The influence of temporary concentration of capital in
America manifested itself in severely restricted credit opera-
tions in Europe and chiefly in Germany, where the need for
credit was particularly great. Moreover, credit was curtailed
by some startling private breakdowns, such as the winding
up of the “Bodenkreditanstalt” of Vienna, the fall of the
“Frankfurter Allgemeine Versicherungsgesellschaft” in Ger-
many, and the explosion of the Hatry-swindle in London.

The position of Europe will be strengthened if capital
withdrawn from the old Continent by the speculation con-
tinues to flow back. The rate of interest has already de-
clined to a more normal level. Not much is noticeable as
yet in the way of offerings of long-term credit. Meanwhile,
we may ponder on the fact that the increased fluctuations of
capital to and fro across the Ocean, influenced by uncon-
trollable elements on the New York Stock Exchange, is one
of the gravest symptoms in the international financial rela-
tions since the war. Itis hoped that a sounder capital market
will develop after the putting in operation of the Young Plan,

Tue Younc Pran

A most useful event in the past year, an event which will
contribute to an easier shaping of international financial re-
lations and to further softening of old antagonisms, is the
adoption of the Young Plan after long and difficult delibera-
tions. It has the great merit of determining the German war
debt; it reduces the burden of Germany; it frees her from
foreign supervision and foreign occupation and transfers the
carrying out of reparation payments from politics to business.
The illusion that a country can remain tributary for some
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generations as a consequence of one event, however for-
midable, is maintained subject to later revision, but it is per-
haps not too much to cherish the hope that the key to
liquidate this unnatural situation, which lies hidden some-
where in America, will be discovered some day.

One of the most important links in the system elaborated
in the Young Plan is the Bank for International Settlements,
not only because of its functions of receiving payments but
because of its possible wider field of operations. The object
of the Bank is described in the statutes: To promote the co-
operation of central banks and to provide additianal facilities
for international financial operation, and to act as trustee or
agent in regard to international financial settlements en-
trusted to it under agreements with parties concerned. Al-
though the last-mentioned function is the direct cause of the
Bank’s foundation and has to be necessarily fulfilled, the two
other objects have been placed in the foreground, seemingly
in order to emphasize their future significance. They may
indeed be of very great importance and, if propetly handled
by the Bank’s Board, of very great benefit for the whole
world. The definition of the Bank’s powers and their limita- -
tions is such that fear of undesirable interference in the
affairs of any country seems unfounded, and the funds which
may be entrusted to 1t may not be used for such operations as
the issuing of notes to bearer and advancing money to gov-
ernments, nor may it accept bills, Its operations will be
those of a clearing-house and, possibly at the same time, of a
superorganism in the international gold and discount policy.
The presence on the Board of several governors of central
banks makes it not only probable that such operations,
which will be confined to the currencies of the countries
having the gold or gold-exchange standard, will be conducted
with a maximum of good judgment, but that the maximum
of cooperation between central banks will be ensured as a
consequence of the regular meetings of the governors and of
prominent American bankers. Better and more systematic
reciprocal consultation between leading financial centres on
both sides of the ocean in matters of gold and discount
policy is indeed extremely desirable.

It may be observed here that the provision in the statutes
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which reserves to the seven reparation powers an important
majority in determining the Bank’s future policies is not
open to criticism, as long as the Bank limits itself to repara-
tion functions and whatever may be connected with them,
but is scarcely consistent with the other more universal func-
tions of the institution, although it is clear that that majority
will not always exist, since it is highly improbable that the
seven creditor powers will invariably form one “bloc.”

TARIFF BARRIERS

Ever since the Economic Conference of 1927 the problem
of lowering tariff barriers has been before us without making
any tangible progress in the spirit of the pronouncements of
that Conference. True, a convention was arrived at after
considerable difficulties in December, 1929, pledging the
signatory states not to prohibit exports and imports, but its
coming 1nto force depends upon the ratification by Poland
before May 31, 1930. No doubt, if ratified, it means an im-
portant achievement in international commercial policy,
as it does away with one of the ugliest barriers established
against the free movement of commodities: the brutal cut-
ting-off of the interchange of goods, and we must all hope
that it will become law. But when we turn to that other
barrier—tariffs—the position was much the same at the open-
ing of the present year as in 1927. Some restraint in the
increase of tariffs was noticeable all over the world in the
first year or eighteen months after the Conference, but as
all the efforts of specialists to work out a workable scheme of
international tariff-lowering failed, the year 1929 opened
with the seeming victory of the skeptics and the disillusion,
though not the disheartening, of the free traders—or, to be
more exact, of those who, being free traders or not, insist on
lower tariffs as being indispensable to the world’s welfare.

The announcement of an impending increase of various
items in the already very high tariff of the United States was
received in the spring of 1929 by many quarters in Europe
with feelings of regret mingled with a good deal of bitterness.
Though nobody could say at that time on which commodities
and to what extent the duties were to be increased, the spirit
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of the decision was considered to inflict further hardship on
the debtor states of Europe which are required to remit
heavy annual instalments to the United States and more and
more prevented by it from acquitting their indebtedness
by the fruit of their labor. The reaction to American pro-
tectionism was an acute desire in many business circles on the
Continent to form some sort of European economic entente,
establishing lower tariffs than those existing at present be-
tween adjacent states and more or less high tariffs on goods
imported from elsewhere. In Great Britain, the American
proposal stimulated among industrialists the desire for im-
perial or general protectionism.

At the League of Nations” Assembly of September, 1929, 2
last effort was made by the Governments of Great Britain
and Belgium to save the situation. They, jointly with
France, which, however, clearly stated that she had no lean-
ings towards lower tariffs, but reiterated her old view that
European salvation is to be sought in international “car-
tels,” proposed that all countries should be sounded as to the
desirability of summoning a diplomatic conference with the
purpose of establishing a tariff truce of two years’ duration,
during which means were to be devised to improve economic
international relations (although tariff-lowering was to be
included, the term was not mentioned). Prominent states-
men, like Messrs. Briand and Stresemann, delivered speeches
on the same occasion in which they sung the praise of United
Europe. The resolution was carried unanimously and the
favorable answers received before the end of the year were
sufficiently numerous to convene the Conference in February,
1930, The United States did not participate, but sent ob-
servers. No truce, however, was arrived at. France flatly
declined it,and other states made somanyimportant reserva-
tions with regard to their obligation not to increase import
duties that the free-trade countries, whose only object 1s to
ensure better conditions for their exports, could not consent
to be parties to such a one-sided agreement. The truce idea
being definitely wrecked, the delegates remained together
and thanks mainly to the unabated vigor, combined with
patience and tact, of the Chairman of the principal com-
mittees, Mr. Colijn, ex-Prime Minister of the Netherlands,
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the Conference did not wind up with a completely negative
result. ‘A convention called the *“Commercial Convention”
was signed by some ten or eleven European states, among
which were the four big Powers. They undertake not to
denounce their existing commercial treaties until April 1,
1931. This means that certain duties, fixed by treaty, can
not be raised during that period, except in very exceptional
circumstances. Some countries have their duties on a good
many articles thus fixed, others on a few, others on none
(England and Holland). The Convention further obliges
the signatories not to raise duties on articles, in respect of
which they are free, without giving a twenty days’ notice,
and to discuss the effect of the increase with other states if
these consider their interests interfered with. The Conven-
tion is to become binding on November 1, 1930, if sufficient
ratifications are obtained.

It is intended to be a sort of gentlemen’s agreement be-
tween various European states to observe, during a fixed,
relatively short period, an attitude of mutual respect in the
matter of tariff modifications. It is accompanied by an
invitation to the governments to communicate their wishes
and grievances concerning the treatment of their exports
abroad so that the possibility of reciprocal tariff-lowering
and other collective systems of improving economic relations
may be jointly discussed. The Convention is open to every
state, but with the exception of Japan, which may still sign
it, no non-European country appears to be interested. Our
hope must be that the Governments of Europe, or a fair
number of them, will ratify it and see their advantage in co-
operation with each other in overcoming the existing diffi-
culties in connection with tanff reduction as well as the
resistance which may be expected from vested interests. It
is quite impossible for Europe to continue to be divided up
in some twenty-eight states, most of them levying ever
higher duties against each other, every one holding the
views: firstly, that he thereby renders business difficult for
other countries without injuring himself; secondly, that it is
his paramount duty to make his country self-sufficient, how-
ever backward its conditions, however small the number of
inhabitants and however expensive the cost of production in
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the artificially encouraged industries may be. This policy
runs counter to all notions of rationalization and, indeed, the
cost of production in these relatively small countries, as
compared, for instance, with the United States of America,
1s maintained at a very much higher level than would be
possible in a free-trade or semi-free-trade area of some 200
million or 250 million people (Western, Central and Southern
Europe), the high cost of social legislation being added to the
cost of production. On the other hand, wages—or rather
their purchasing power—remain low, internal prices being
protected by import duties. Furthermore, the national pro-
duction exceeding national consumption as the outcome of
artificial fostering, foreign markets are required and the
profits made on the home market are used to force export
prices down. This dumping calls forth retaliations in other -
countries, and so we see that protection results in the pros-
perity of a few protected industries, but otherwise in over-
production, low prices and gradually receding real wages
(diminishing purchasing power) or, if not receding, but
adapted to the cost of living, in further increase of the cost
of production, the smallness of the interior markets in most
cases not allowing of mass production.

It is too early to say whether the recently closed Conven-
tion will have any result in the way of improving economic
relations in Europe. It is a first timid engagement between
states to endeavor to bring this improvement about and it
contains the novel principle of recognizing the right and duty
of states to discuss with each other increase of duties. The
probable realization of the worst fears regarding the increase
of the American tariff may make still more people in Europe
alive to ‘the necessity of developing a system of inter-
European concessions, but it is not certain that it will be
sufficient to make the more important European countries
agree on the subject. France advocates the extension of
international industrial “cartels,” which—in her opinion—
would have to regularize production, prices and marketing
and would render tariffs unimportant, if not superfluous.
However necessary “cartels” may be in a world of over-
production, they are no remedy for high tariffs. They can-

not exist in most cases without them, do not act “per se” in
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the interests of the consumer (as reduction of import duties
does) and only embrace a relatively small number of com-
modities, thousands of goods being unfit for cartellization.
Besides, a system of international cartellization implies the
intervention of parliaments and intensive national and inter-
national official supervision. It would mean the transitory
stage to the nationalization of industries. This may be a de-
sirable consequence, but it is not regarded as such by the pro-
moters of the system, except so far as they are leaders of
labor.

As to Great Britain, the Labor Government holds strong
free-trade principles on the subject of tariffs (not so in their
coal legislation), but industrialists are becoming predomi-
nantly bent on protection, and with a Conservative Govern-
ment in power they are likely to have it. The cry for empire
free trade raised by a press-magnate is an absurd one, as the
Dominions will continue to protect themselves against Brit-
ish imports only in a minor degree than against other im-
ports. It is largely a question of time. If Labor stays in
power for a few years more, it will continue touse its influence,
aided by the Liberals, to make the Commercial Convention
a live thing and get the Continental powers to reduce their
tariffs. If the Conservatives come into power before any-
thing has been accomplished, England is likely to be lost to
free trade and will turn her back on Europe. The situation
will then be extremely black, the more so as the doings of
France and Germany in tariff matters scarcely justify the
hope that they will turn around on their road to higher pro-
tection, unless they shirk the responsibility of definitely
wrecking a European “rapprochement.” In both countries
tariff legislation 1s very much conducted by the initiative of
parliamentary groups, promoting the interests of one section
or the other, of agriculture or industry, without viewing the
economic interests of the country as a whole. Often the
better-intentioned governments are reduced to the rdle of
spectators. Thus, German agrarians have had their way
lately on three consecutive occasions by increasing the duties
on cereals and other products of the soil. Italy and other
countries in the South and East are scarcely less protec-
tionist. So are Norway and Switzerland and, to a minor

10
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degree, Sweden. Belgium is mildly protectionist, but
strongly in favor of international tarifi-lowering. Denmark
has still lower tariffs and Holland and Great Britain form
the nearest approach to free trade. Whereas the situation in.
the latter country is uncertain, there is no desire in Holland
to abandon the system, industry and agriculture having
greatly prospered up to last year notwithstanding increasing
protection elsewhere. She exerts herself therefore, in trying
to induce other countries to recognize also their interests to
join hands in a downward move of tariffs. Let us hope that
the last opportunity offered will be seized and that Europe
will ' be able to substitute the conception that she has to
create a system of freer trade, not by revolutionary methods,
but by degrees, for old rivalries, old fears, old traditions and
foolish economics.

Amsterdam
March, 1930



ECONOMIC CONDITIONS IN SWITZERLAND
IN 1929

Report of Mr. Louis Dapples, President, Board of Directors, Nestle and
Anglo-Swiss Condensed Milk Company, Vevey

Tue GeneraL Facrs N
SWITZERLAND can not feed her present population of

four million inhabitants by her own resources, but must

have recourse to foreign countries to insure her nutri-
tion, because one-quarter of the territory of this country is
unproductive owing to the composition of the soil, and
necessities of life can be obtained only by way of international
trade. The Swiss nation must therefore buy a part of her
food supplies from abroad, and, as she has no abundant
minerals to offer in exchange, she must pay for her purchases
by means of manufactured products. But these manufac-
tured products require raw materials, and as milk is the only
commodity abundant in Switzerland, the raw or semi-manu-
factured materials which are to be transformed by Swiss
industry for exportation must also be brought from the out-
side. This peculiar characteristic of Switzerland is reflected
in the analysis of the composition of her foreign commerce,
which is contained in the following table:

Percentage of  Percentage of

Group of Commodities Jmporws =~ Exporns
Foodstuffs. ., .vvuniovevrenrerreenvinvannennns w250 10
Raw materials........ ...38 10
Manufactured goods .40 80

In view of these data, the activity of the Swiss people
appears to be essentially industrial. There is, however, a
large proportion of the inhabitants of Switzerland, probably
a little more than a quarter of the total population, who de-
vote themselves to the cultivation of the soil and” whose
efforts are systematically encouraged by the State in further-
ance of the natioh’s interests. The fate of agriculture is
indeed of foremost concern to the State, industry and com-

! Translated by the National Industrial Conference Baard,
133
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merce being more readily left to their own initiative. More-
over, finance occupies a growing place in the economy of
Switzerland, having made considerable progress in the course
of the last few years. :

By classifying it under these three heads: agriculture, in-
dustry and commerce, and finance, one can retrace the pat-
tern of Swiss activity in the course of a year, and attempt to
draw up the economic balance sheet of Switzerland at the
end of 1929.

A brief view of the main branches of Swiss economic life
delineates the situation as follows:

Agriculture: Good crops; improvement of the gross yield;
substantial governmental organization; propaganda to ex-
tend the production of grain. :

Industry and commerce: Decline in foreign commerce; in-
dustrial development adapted to the specific trades; the
almost complete disappearance of unemployment.

Finance: Re-establishment of the financial stability of the
Swiss Confederation; standardization of money on a gold
basis; choice of Switzerland as the seat of the Bank for
International Settlements. '

The various bulletins and statistics published to date give
detailed evidence of the activity in these three fields of the
economic life of the country.

THE SiTuaTION AND ORGANIZATION OF AGRICULTURE

After a rigorous winter, the weather proved favorable to
agriculture. Hay was abundant and of good quality, the
fruit trees enormously productive, the grain crops satisfac-
tory, and the wine-growing extraordinarily strong. Further-
more, Swiss agriculture benefited by a number of tariff in-
creases and by the reduction of rates of transportation on
certain products. The cultivation of grain is encouraged by
the state, which appropriates to it a subsidy of 17 million
francs. In order to stabilize the price of milk, the attempt is
made to curtail and to improve the making of cheese and to
increase the production of butter. This last part of the
agricultural program apparently is being applied somewhat
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successfully, inasmuch as the value of foreign butter im-
ported, coming chiefly from Denmark, has fallen from
35,258,000 francs in 1928, to 32,644,000 francs in1929. How-.
ever, the production of butter is less remunerative than that
of cheese, the exportation of which has fortunately Some-
what recovered, increasing from a value of 98,480,000 francs
in 1928, to 103,661,000 francs in 1929, despite a decline in the
price of this commodity. In consequence of their abundance,
fruits, potatoes, eggs and honey diminished in value; on the
other hand, the price of market cattle was notably strength-
ened.

A statistical report drawn up by the Secretary of the
Union of Swiss Peasants proved that the gross yields of
agriculture (the value of products consumed by the farmers
or sold to a third party) increased to 1,489 million francs in
1929, from 1,466 million francs in 1928. The principal items

of this output are:
In Millions

of Francs
Cultivation of grain. ., .u\vvuuiiiviievrnnesinseenss .. 530
Cultivation of POLatoes. . v .vvuusvereernreeesrnnsneness 454
Cultivation of sugar beets. ........covvviriirneiinnne. 1.4
VINeYards. vvuvivuriesirinineeensrnnirnieeennenne. 68.2
Frolt trees. ... vvs i ciie v i e e aaes 105.8
Market gardening. ....oovvuivvirinnnieniereneersnans 28.4
Breeding cattle. .. vuuvuviiviiiineiiiiiinieirnns . 64
Fattening cattle. .. .ovvvriviiiiiiiiviiniiinneinnnens 3029
Horses, 4o v i raini e i e 26.2
HoES. v vt aees 189.7
Sheep. it e 6.8
GOLS . 4 4 v eevvenennierersrreirnnresossuneseconsnsans 38
Poultry. ..o vt e e 814
Bee culture, . .oivvei i 113
Milk and dairy products. . .....ocoviriiiniiiiinnnen.. 5522

The output of 1929 is somewhat greater than that of the
two preceding years.

The above evaluation of the final gross production of
agriculture suggests some general conclusions as to the in-
come of agriculture during the past year. Gross production
per hectare must evidently be somewhat greater than that of
1928. The costs of production are nearly the same as in
1928, so that the net yield and the income are somewhat
higher than they were the year before. The net yield, which
in 1928 was only 2.63% seems likely to reach about 3.
The economic situation is thus improved, but to an insig-
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nificant and insufficient extent. If the reduction of the price
of milk by 2 centimes per kilogram which took place on the
first of November, 1929, should persist during the entire year
1930, there would result from this single fact a diminution of
the gross yield of 45 million francs in round numbers, which
would nullify the improvement brought about under such
difficulties. This means, then, that measures to surmount
the agricultural crisis must be pursued as much by the in-
dividual farmer as by the agricultural organizations and the
authorities.

The phrase “agricultural crisis” means that capital in-
vested in the land and in the cultivation of the soil bears
only a minimum interest, and that the peasant, bound to
hard labor, does not receive remuneration for his work pro-
portionate to the increased prices of his necessities. In addi-
tion, the interest charges and taxes which weigh upon him
are heavy. Before the war, the farmers paid 107 francs per
hectare in interest on their debts; at the present moment,
this sum is increased to 168 francs. This increase due to
raised interest rates as well as to the growth of the total debt,
amounts to 61 francs per hectare or about 1}4 centimes per
kilogram of milk. Furthermore, wages have alone increased
by 253 francs and taxes by 17 francs per hectare.

To guard their interests, the farmers formed a number of
years ago the “Swiss Union of Peasants,” which unites
more than 12,000 local agricultural associations, as well as
numerous strongly organized federations and unions.

Conferences are held and courses given by thousands;
everywhere men collaborate in the spirit of most complete
disinterestedness to hasten the technical, economic and com-
mercial progress of agriculture. The Swiss Union of Peasants
has instituted an office of constructions, a division for agricul-
tural machines, an office for valuations, a division for credit
and insurance matters; and has established a financial
guarantee fund for farm hands and small peasants.

Any efforts whatever made by agriculture, itself, to im-
prove its situation, would be in vain without the support of
the State.

But even while asking the government to continue active
relief in behalf of agriculture, to its adherents, the Swiss
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Union of Peasants insists upon the necessity of reducing the
dairy production and of replacing in part the fodder cultiva-
tion by the cultivation of breadstuffs. Great progress has
already been made in this direction. While at present domes-
tic cultivation of grain provides for the country’s needs in
breadstuffs at the rate of 229, where before the war this
rate was only 16%, this proportion should be increased to
509, or more of the quantity required. For this reason, the
Swiss Union of Peasants is trying to effect the adaptation
of a program defined and justified as follows:

1. The raising of grain permits a more judicious use of the
proceeds of cultivation as well as of the knowledge and
abilities of a peasant class as capable and well prepared as
that of Switzerland;

2. The raising of grain allows a better distribution of the
risks of cultivation, diminishes the dangers of a crisis and
may serve as an aid in overcoming the severe agricultural
depression of today;

3. The increase in the extent to which the farm is supplied
out of its own means makes possible a reduction in the cost
of living; ’

4. The raising of grain leads to an intensification of culti-
vation which, without diminishing dairy production, con-
tributes to the improvement of its quality; _

5. Finally, statistics show that the raising of grain enables
the maintenance, on the same area of land, of a more numer-
ous population than is the case in a pastoral state. Indeed,
each increase of the cultivation of fodder must assuredly
lead to the enlargement of rural property-holdings, thus
forcing a part of the peasants to leave the country and, nine
times out of ten, to abandon agriculture.

For these different reasons, the Swiss Union of Peasants
has undertaken an active campaign with a view to increasing
by at least 10,000 hectares the area of land devoted to the
cultivation of breadstuffs.

Thus, we come again to the statement, made at the begin-
ning of this study; Switzerland does not produce enough
wheat to feed her four million inhabitants. Up to the
present time she has obtained what was necessary by import-
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ing annually about five million quintals of foreign wheat, of
which 509 came from Canada, 209, from the United States
of America, 20% from Argentina and 10% from Hungary.
Today, those directing the trend of agriculture are endeavor-
ing to obtain from the soil at least half of the necessary
supply of wheat, which will have, among other results, that
of diminishing greatly an import trade amounting yearly to
135 million francs or 140 million francs. It might then be
feared that the export trade would feel the effect of such a
weakening of Swiss imports, which might be reflected in
changes in tariff rates imposed upon Swiss manufactures by
foreign countries. But this development is still rather
remote, for it will take Swiss agriculture many years to catry
out the program outlined, if it is ever achieved.

CoMmMERCE AND INDUSTRY

An inquiry into the foreign commerce of Switzerland in
1929, establishes two facts: the increase of imports, on the
one hand, and the decrease of exports, on the other. The
figures are as follows:

Year Imports Exports
1929 2,783,848,000 francs 2,104,454,000 francs
1928 2,744,680,000 francs 2,134,435,000 francs

The commercial balance of Switzerland, showing a deficit
of 610 million francs in 1928, shows an import surplus of 679
million francs in 1929, a sum which must be covered by the
proceeds of international bank and insurance business and
therefore derived from the industry of foreign nations.

These statements seem to indicate some slackening of com-
mercial and industrial activity, at least in regard to exports,
for the import traffic has increased to such an extent that the
price of merchandise received from abroad has declined con-
siderably at several points. But the situation of the labor
market shows that activity within the country has not de-
clined, inasmuch as the past year has been the most favorable
to Swiss labor since the crisis of 1921 to 1923. No other year
since 1921, has shown so low an average of workers in search
of employment or so high an average of vacant positions. In
other words, while there were about 70,000 unemployed in
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Switzerland in 1922, the number fell to 8,000 in 1929. One
may thus conclude that, if certain branches of the export
trade were less busy last year than the year preceding, there
was a revival of activity in industries working for the domes-
tic market, and with them in local commerce and trades.

PrinciraL Imports anD CounTrIES OF ORIGIN

Imports
{In Millions of
Ttem Francs) Origin
1929 | 1928

Grains......oo.ue0. 259 | 267 | Canada, United States, Argentina, Hungary,

Germany,
Fruits and vegetables | 90 | 94 | Spain, France, Italy, United States, Holland.
Colonial products....| 121 | 133 Brazfil, Czechoslovakia, Holland, Belgium,

Africa.
Food for animals....| 124 | 122 | France, ltaly, Germany, United States,

Argentina, Denmark, Jugoslavia.
Delicacies. . ........ 6 6 | France, Germany, England, Holland.
Beverages, 7 73 1 Spain, Italy, France, Germany, :
Animals............ 13 | 18 | France, Hungary, Ireland, Italy, Germany,
Hides and skins, .... 83 [ 99 {Germany, France, Italy, United States,
Seeds, plants........ 80 | 78 |France, ¥taly, India, Germany.
Timber............ 85 | 73 [ Austria, Germany, France, Poland.
Papert.ooiiiaeens 40 | 39 | Germany, France, Austria.
Cotton.........e.u. 162 | 188 | Egypt, United States.
Flax and hemp...... 33 | 28 | Belgium, Germany, Italy, England.
Sk, vviviiienenes 168 | 182 | France, Italy.
Wool......... 138 | 156 | Australia, Argentina, England, Germany.
India rubber........ 36 | 31 | France, Germany, United States.
Confections. ........ 70 | 74 | France, Germany, Austna.
Minerals (coal, etc.) .| 185 | 158 | Germany, France, Holland, United States,
Glass...ovuieannn, 23 | 21 | Germany, Belgium, France,
Iron,...coovennnnn 169 | 152 | France, Germany,
Copper............ 63 | 56 | United States, Germany, France.
Precious metals. .. .. 129 | 108 | England, Germany, France.
Machinery......... 106 | 90 | Germany, France, United States, England.
Vehicles and automo-

biles.......c..ut. 83 | 81 ] United States (60%), France, Italy.
Instruments and ap-
paratus.......... 59 | 46 |England, Germany, United States.
Pharmaceutic prod-
ucts and drugs. . ... 24 | 20 | Germany, France.
Chemical products...| 119 | 116 | Germany, United States,
Dves....oovvnnnne. 20| 2 any.
Industrial oils and
........... 31 38 | Germany, Belgium, Holland, United States.

Tobacco. .. ........ 24 | 22 |United Srates, Brazil, Greece, Egypt, Turkey.

1*Cartons et Papiers Livres.”

The table above shows for 1929 a reduction in Swiss
imports of necessities and of textile raw materials, while
there was a substantial increase in imports of raw materials
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for themetallurgical industries, of chemical products, building
materials, minerals (coal), automobiles and precious metals.

Princirar Exports AND CouNTRIES 0F DESTINATION

Exports
(In Miltions of
Item Francs) Destination
1929 | 1928

Foodstuffs (cheese, con-

densed milk, choco-

late,ete)...veuann 149 | 148 | Germany, United States, Asia, England,

i France, Italy.
Hides and skins. ...... 70 | 86 | Germany, United States, England.
Cotton, ..0\.vuennnen. 234 | 266 | Germany, Asia, England, United States.
Silk..uuuen RN ovs.] 297 | 334 | England, Germany, United States, Canada,

Australia.

Wool.......... ORI 51 | 53 [Germany, Austria, England.
Straw and straw prod.

UCtS. . vvesennsnnead 37 | 29 } England, United States.
Confections.. ......... 59 | 58 [Germany, France, England, Belgium,
Minerals, .....ovuvn..] 19 | 15 | Germany, France,
Iron...oovvuiiinnnnns 55 | 55 1 Germany, France, Spain, England, Italy.
Copper. .vvvvvinnesn, 41 | 36 ) France, Germany.
Alominum............ 55 | 60 | Asia, Germany, England.
Precious metals. . ..... 44 | 33 | Germany, Italy, United States.
Machinery. .......... 241 | 232 | Germany, Asia, Spain, France, England.
Clocks and watches.,..| 307 | 300 | United States, Asia, Germany, England,

Italy, France.

Instruments and ap-

PAratus. .....ueeves 68 | 61 [ France, Germany, Asia.
Pharmacentic products

and drugs.......... 53 | 48 | Asia, Germany.
Chemical products.....f 36 { 32 | Germany, France,
B3 R 85 | 80 | Germany, Asia, France, United States,
Tobacco............. 6 5 | Germany, ltaly.

The table above shows, first of all, that the slight in-
crease in the export of foodstuffs was due to greater ship-
ments of cheese, for the sales abroad of condensed milk and
chocolate have decreased. The manufacture and the sale
of shoes have exhibited equal lack of progress. The severe
crisis of the past several years in the textile industry con-
tinues and grows, particularly in the spinning and weaving
of cotton, 1n the weaving of silk and the manufacture of
ribbons, in the artificial silk industry and in embroidery.

On the other hand, all that touches upon the metal indus-
try has been favored by satisfactory activity, particularly in
the manufacture of machines and in watchmaking and clock-
making, this also applies to the chemical and aniline dye in-



SWITZERLAND 141

dustries, and to the tobacco industry, which made a"satis-
factory showing. .
On the whole the Swiss export trade has gone through a
year of stagnation, as the figure of total foreign trade has de-
clined by 30 million francs. However, this movement is
transitory, and the condition of Swiss industry will improve
with the return to a better economic status on the part of
some of the principal markets, Great Britain in particular.
Even so, there is keen hope that the new amendments to the
tariff bill in the United States will be such as to assure the
maintenance of significant business relations between this
large market and Switzerland. .

Geocrapuic DistrieuTioN oF Foreiey Tgape, 1929

Country of Origin I:fl}iﬂ:‘n;n Country of Destination I:r%ﬂ:,?
L. Germany............ 698 1. Germany........... 354~
2 France.............. 489 2. Great Britain. .. .... 288
J. United States. ....... 291 3. United States.....,. 207
4 Italy.......ooovaael 202 4, France............. 181
5. Great Britain. ., ,.... 167 S Ilaly......ooovveess 153
6. Argentina........... 9N 6. Austria............. 68
7. Belgium.,........... 89 7. Netherlands. .. ..... 66
8. Czechoslovakia. ... ... 84 8. Belgum............ 55 .
9. Canada............. 81 9. Czechoslovakia. . .... 55
10. Netherlands.......... 60 10. Spain. . ....vevvunn. 54
11, Austria.,.....uo0ens 54 11, Poland. ,........... 43
12 Egypt.oovveinnnnnn, 53 12, Australia........... 42
13. Spain....ovovvinnen 43 13, Argentina, ......... 39
14, Hungary............ 36 14, Canada............ 37
15, British India......... 32 15, British India........ 33
16, Poland.............. 29 16, Sweden............. i
17, Australia, ,.......... 25 17, China.............. 28
18, Brazil............... 24 18. Denmark........... 19
19. Denmatk............ 24 19, Brazl.............. 19
20. China............... 14 20. Strait Settlements, ., 18

It is necessary indeed to take into account the fact that
there is going to be an increase in the number of people de-
pendent upon industrial activity. A census taken on August
22, 1929, revealed 8,514 factories in Switzerland employing
409,083 workers and consuming a machine force of 689,000
horsepower. This indicates an extraordinary growth in the
number of workers, showing an increase of 12,000 per year
for the period 1923-1929, as against only 700 for the period
1911-1923. The industries in which employment has par-
ticularly increased are clothing, metallurgical industries,
machinery, and watchmaking. While the textile trade has
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been the most important up to the present, the machinery
industry has taken its place as the leading industry of Switz-
erland. The use of horsepower in the machinery industry
has increased greatly. A much smaller increase in the use of
horsepower in proportion to the number of workers employed
has taken place in watchmaking and clothing industries.

In ofder of their importance the principal foreign sources
of supply and chief customers of Switzerland are shown in
the table on page 141,

Finance

The place of growing distinction which Switzerland is
taking in international finance isdue to several circumstances:
The sound position of her own public and private finance,
her excellent banking organization, the stability of her insti-
tutions and of her political situation.

“Let us point out, first of all, that the finances of the Swiss
Confederation have recovered their equilibrium; in 1929
state revenues exceeded expenditures by 24 million francs.
The federal budget for 1930 anticipates a surplus of 110,000
francs. The Confederation repaid in 1929, the loan of 25
million dollars contracted in 1919, at 514% interest, and is
preparing to pay back in 1930, the 1922 loan of 300 million
francs at 5%. In preparation for these repayments, and in
order to place her money on the gold standard, Switzerland
imported in 1929, 105 million francs in gold, of which 52
millions came from the United States of America and 42
million francs from Great Britain. The Swiss franc is now
based only on gold, and the National Bank redeems its
bank notes with gold coins, bullion or gold exchange. At
the end of December, 1929, the metal reserve for Swiss bank
notes reached 61.9%, as against 60.7% in 1928.

The rateof discount has not changed for five years,a unique
fact in the history of money. It is at 334%, a low level pre- -
vailing in 1929 only in Switzerland, France and Belgium.

On December 31, 1929, 100 Swiss francs were quoted as
follows:

New
Paris Berlin ~ Amsterdam  York  London

Quotation. .............. 493  francs SLIGR.M. 48.164. $1942 £2512
Par....oooviiii, 4048 *  SLOOR. M. 48008, 1929 £2522
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Throughout the year, the money market was extremely
liquid, it was able to absorb in public and private issues the
following amounts:

1929 ' 1928

(In Million Francs)
Bonds. ..oovnierinnanonas 513 484
Stocks. . v evnirinnns ... 431 229
1,004 713

Finally, the large public utilities, railroads, the post office,
telegraph and telephone, state monopolies, closed their ac-
counts with significant profits.

These various circumstances have doubtless not been
without influence upon the decision reached on November
13, 1929, by the Commission of Financial Experts meeting
at Baden-Baden, to establish the seat of the new Bank for
international Settlements at Basle, Switzerland. The aim
of this new financial institution, with a capital of 500 million
Swiss gold francs, is to further the cooperation of the central
banks and to furnish new facilities for international financial
operations. In its capacity as trustee of the governments
interested, it will have especially the duty of administering
the application of the Young Plan for the regulation of Ger-
man reparations.

Switzerland, in general, offers to the new international
Bank the immense advantage of an atmosphere which is
perfectly neutral and objective. As for the city of Basle, a
veritable terminal point of Europe, it enjoys both through its
geographic position and through its railroad and other means
of communication, a rarely privileged situation which has
undoubtedly contributed much to assure it the preference.

But aside from the central position of Basle, the political
stability of Switzerland, the solidity of her institutions, her
sound public finances, her impeccable bank organization, and
—last but not least,—the sound character of the Swiss money
unquestionably played an important part in securing the
votes of the Baden experts in favor of a Swiss city.

The city of Basle, at the frontiers of Germany and France,
has at present 148,000 inhabitants. It is second in size to
Zurich, the most important city of Switzerland with more
than 223,000 inhabitants. Basle is a banking center with
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39 credit houses and an industrial center of the highest class
(chemistry, chappe, silk ribbon, construction, etc.). In re-
gard to trade and transportation, Basle is easily the leading
Swiss city. The port of Basle is becoming more important,
and when the work of regularizing the Rhine below the city,
which is expected to begin in 1930, is completed, the port
will have unlimited opportunity for expansion. This city
is an old intellectual and university center, the founding of
the University of Basle dating back to 1460, and, further,
from the viewpoint of art and music Basle concedes nothing
to the large European capitals. .

The decision of the Commission of Financial Experts has
emphasized the position of Switzerland in the international
financial market. This exceptional situation has been com-
mented upon in an interesting manner by an observant and
cautious writer, Dr. Felix Somary, who, in his work on the
“Changes in World Economy since the War,” made the
following comments upon the importance of Switzerland as
an international financial center:

“Before the war, the two great credit centers of the Con-
tinent were Paris and Berlin. Although Germany formerly
had to resort several times to short-term loans, this country
has never been less able to furnish loans of any consequence
to Russia, Austria-Hungary, Turkey, South America or
China. Germany has long since joined the ranks of debtor
nations, and the réle which she played formerly has not as
yet been filled by any other country. While France for the
moment plays only a passive réle in the field of foreign loans,
the importance of small European nations, rich in capital, is
considerably greater in the field of international finance, as
compared with the pre-war period. Netherlands and Switz-
erland occupy today, in the international capital market, a
place entirely different from that prior to the war. Sweden
has also joined these two nations. The permanency of these
three relatively small states in their new position is illus-
trated by the part they have taken, Switzerland especially,
in the stabilization of the French franc. It is known that,
for political reasons, the participation of America and Eng-
land in these operations was not sought.
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“The importance of Amsterdam and of Zurich as financial
centers has grown unequally, as compared with the pre-war
period. By the activity of its Bank of Issue and the removal
to the Netherlands of German branch banks formerly
domiciled in London, Amsterdam has become the second
money center of Europe, while Zurich can be called the most
powerful administrator of continental capital. The follow-
ing comparative summary best characterizes this unexpected
change 1n the bank situation of Switzerland:

(In miliions of Swiss francs)

Domestic Capital Foreign Capital Total Balances
13 1928 1913 1928 1913 1928

Large Viennese banks..| 700 240 | 2,310 | 1,840 | 3,150 | 2,100
Large Swiss banks. . ... 505 1,029 838 | 2,155 | 2,621 | 7,161

Index Numbers, Base, 1913=100

Large Viennese banks..[ 100 34 100 97 100 66
Large Swiss banks.....| 100 204 100 257 100 270

“These figures certainly show the greatest change in busi-
ness figures that has ever taken place between two neighbor-
ing financial centers within so short a time.

“The alteration of the financial situation of the three
countries, cited above, in becoming creditor nations is re-
markable in that they have not reached this position through
their own activities, but through the effects of developments
in neighboring countries. The result is that the political
power, which should generally round off the necessary attri-
butes of states acting as creditors on international account, is
possessed by none of them. The history of Europe has never
known such credit centers, politically so weak, and whose
sole weapon against defaulting debtors consists only in their
power to refuse new credits.

“The very great importance of political stability for
the economic development of a country is manifest in
the position now held by Switzerland. She is one of the
richest countries of Europe, although perhaps the most
destitute of productive power, being endowed with broad
areas of rocks and woods and with a scarcity of productive
land lacking in coal, minerals and textile materials, to which
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is further added the inaccessibility of large outlets. The
political stability, shown by Switzerland for centuries, and
her freedom from war-like aspirations have above all contrib-
uted to her prosperity. The participation of Swiss capital
in international affairs is relatively much more extended to-
day than before the war, and the movements of capital
apparently have more influence upon the Swiss balance of
payments than the movements of trade. Devoid of large
property holdings and depending only slightly on highly con-
centrated industrial enterprises, Switzerland affords a typical
example of a country with numerous medium-sized industrial
and commercial enterprises.

“Bolshevism in Switzerland is as inconceivable as feudal
industrialism. It is the small peasants and middle class that
have succeeded best in insuring liberalism to this country.
Through the high purchasing power of the population,
Switzerland has demonstrated how a country of little natural
fertility can become a flourishing ‘garden,” and secure to a
people a high degree of economic well-being in the heart of
the European Continent. She has arrived at this result by
refraining from all the ‘follies’ traditional in so many other
countries, notably in renouncing the desire to exercise a
political influence to which small states can not aspire.”

These flattering appreciations may well justify the con-
fidence in the economic, social and financial future of
Switzerland.

Vevey
February 6, 1930



CAPITAL SOURCES OF NORWAY

Report of Mr. Hieronymus Heyerdahl, Chairman of the Board,
Hafslund Water Power Company, Oslo

spondent of the National Industrial Conference Board,

Inc., New York, send you my first contribution to your
highly esteemed work on “World Economic Conditions.” 1
feel convinced that your readers will be interested in Nor-
wegian economic conditions, once they become acquainted
with them.

As to population, Norway is a small country, with only
2.8 million inhabitants. But the country’s situation and
natural resources make it a country of future possibilities for
a considerably larger population. In area, Norway is a good
deal larger than Great Britain (389,000 km.). Our coastline
is inordinately long because of a free coast to all sides,
except to the East against our friendly neighbor Sweden.
The ocean cuts very deeply into this coastline, giving excel-
lent, all the year round ice-free harbors, and facing as it does
directly out towards the United Statesof Americaand England,
and south towards Denmark, Germany and Holland, it makes
possible the best of relations with these prominent nations.

These excellent external economic conditions were for a
long period of time only poorly utilized. The Hanseatic
régime of The Middle Ages destroyed Norway’s foreign com-
merce. The consequences of this were felt for a very long
time, one may safely say, up into the nineteenth century,
when Norway’s merchant marine gradually assumed again
a prominent position. Norway had, before the war, the
fourth largest merchant fleet in the world, with a total ton-
nage of about 2 million tons net; per capita it was by far the
largest. Owing to the extensive coastline, our fisheries
occupy a very prominent place, their yield being next only
to that of England, here in Europe. But because of the con-
siderably longer distances from Norway to the international
markets, our fisheries were not as profitable as those of the

n 147

IT IS with the greatest pleasure that I, as Foreign Corre-
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southern countries. It is a matter of great importance and
just now under discussion, to increase the country’s income
from these valuable fisheries, by a better sales’ organization.
Fish products make up one-third of our total exports. Un-
der fisheries must also be mentioned the great importance of
the whaling industry.

Agriculture is however our chief livelihood, although only
3% of the country’s area is under cultivation. It is esti-
mated that before the war about 230 million crowns of our
national income were derived from agriculture. It is how-
ever obvious that agriculture could not have been the chief
cause of the large increase in population in the last century.
In other words, the farming population in proportion to the
country's total population has materially decreased, although
agriculture itself has shown marked progress. Forestry has,
from early days, contributed essentially to the nation’s in-
come. About 20 per cent of the country’s area is covered by
forests, and we have exported lumber since before the year
1300. With the development of the saw mills and cellulose
factories, forestry became of enormous importance and was
before the war responsible for one-third of our total exports.

The industrial evolution is thé prime cause of this coun-
try’s strong growth in the last hundred years. Besides ex-
ploitation of new raw materials, this is due to Norway's rich
access to water power. Norway is a land of water power to
a greater extent than any other country, in comparison to its
population and area. Consisting as it does mostly of high
mountain districts with large water reservoirs in glaciers,
marsh land and lakes; the rivers frequently form large falls
close by the ocean and excellent harbors. The power of these
falls is estimated at 15 million horsepower, of which 12 mil-
lion horsepower are considered profitable for development.
Before the war, the developed horsepower amounted to ap-
proximately one million horsepower and was utilized chiefly
for industrial, light, heating and traction purposes. Mining
has also contributed in giving a wide basis for industrial
activity. In various parts of thé country are to be found
iron ore, copper, cobalt, brimstone, nickel, gold, silver, lead-
glance, zinc, apatite, chrome ore and molybdenum. There
are furthermore large amounts of granite, soapstone, lime-
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stone, slate and marble. Before the war, mining products of
all kinds, finished or unfinished, made up one-fourth of th
country’s total exports. :

It is industry and increased turnover that offer the large
future possibilities for this country, and that have in the last
hundred years caused a tremendous growth in population and
prosperity. ‘

Before I deal with the subject of this country’s industrial
prospects, I feel it is necessary to give an explanation of our
present economic conditions in general. :

First of all, one must remember that no country in the
world went through such a period of deflation as Norway did
after the war-time boom. It is sufficient to mention that the
Norwegian exchange as late as in 1924 was quoted at 7.20
crowns to the dollar. Already in 1927 the average quotation
was 3.84, and on May 1, 1928, the Bank of Norway estab-
lished the Norwegian crown on its firm parity basis of 3.74
crowns to the dollar. The deflation in 1920 started with a
tremendous drop in prices, and no other country, whose ex-
change today is at parity, has had such a high price level as
Norway.

I start my report on general conditions, by mentioning
this deflation, because it throws a light on many important
things. It shows that Norway is a country strongly influ-
enced by international conjectures, particularly shipping
conjectures. Furthermore, it shows our conservative in-
clination in wishing to meet obligations, at the same time
with a pronounced tendency for progress, politically as well
as industrially, commercially and culturally. The frequent
and well-founded assertion that the rise in our exchange was
an impossibility, was disproven by the ability to find new
ways and means of regulating their industries and to adapt
themselves to existing conditions, which 1s so characteristic
of the Norwegians.

It furthermore throws a light on the importance foreign
capital has for Norway. It can not be denied that Norway’s
easy access to credit was of material assistance in bringing
about gold parity. Foreign capital considered Norwegian

paper very favorably and deposited large amounts in our
banks.
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I first of all want to stress that Norway has always been a
capital importing country (disregarding conditions existing
during the Middle Ages). During our union with Denmark
up to 1814, our Bank of Issue was located in Denmark, and
even a long time after that, the chief credit sources of our
foreign commerce were Hamburg and London. Only very
slowly, after 1814, did Norway develop its own banking and
credit system. The system of private banking did not begin
until 1830, although savings banks were established about
1820. Throughout this period, of course, foreign banking
houses were our natural connections. Norwegian banks
gradually took over the financing of short-term credits,
while long-term foreign credit remained the most important
source for financing the development of our country’s capital
construction. A great expansion in road and railroad con-
struction, undertaken at the end of last and the beginning
of this century, was financed directly by English capital.

At the outbreak of the World War, practically the entire
Norwegian national indebtedness was in foreign currency,
especially in pound sterling and francs, but also in German
marks. A number of industrial, water power and mining
enterprises undertaken at this time were financed with
foreign capital. In this connection, I particularly want to
mention the large Pulp and Paper concern “Borregaard,”
originally financed with British capital (Kellner Partington
Pulp & Paper Company), Hafslund Water Power Company,
financed from Germany and Norsk Hydro-Elektrisk Kvels-
tofaktieselskap, founded in 1905, chiefly with French capital.
It is also worth mentioning that our agriculture benefited to
a great extent from the foreign loans of the Norske Hypo-
thekbank, by financing an extensive program of new culti-
vation,

That Norway needed foreign capital in such a marked de-
gree is not strange, as those resources which can be developed
without capital do not give sufficient profit per capita to
make possible accumulation of savings and funds for self-
financing. Neither has our country understood to utilize and
take advantage of our foreign commerce to the extent it
should have, if this had been in our hands earlier and had
been financed with Norwegian capital,
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During the war, we enjoyed a very large income from our
overseas shipping and export, enabling us to do our own
financing, As a result of the inflation, a great industrial ex-
pansion started, especially the development of our water
power. To a large extent this was done through municipal
mnitiative, made possible by the increased tax returns, the
easy money market and willingness to grant loans. As at
the same time, a strong socialistic wave rolled over the coun-
try, everything was in favor of an extensive development of
our water power. The amount of our developed horsepower
increased from 900,000 kilowatts to about 1,800,000 kilowatts
from 1914 to 1927, but at the same time our municipal in-
debtedness increased from 300 million crowns to 1,500 mil-
lion crowns, it is noteworthy that of this amount only 150
million crowns were foreign loans. There has, however, in
the most recent years, been done some conversion to foreign
loans, particularly since the establishment last year of The
Municipal Bank of Norway. The government also acquired
water-falls, and the government indebtedness increased in
about the same ratio as that of the municipalities. While the
national indebtedness before the war was practically entirely
in foreign exchange, it is now only fifty per cent in foreign
loans. During the war, a number of companies were able to
transfer their financing to Norway, a typical example is the
transfer of the stock control of Borregaard and Hafslund
from foreign interests to Norway.

Our merchant marine went through a revolution, fifty per
cent of our total tonnage was sunk by submarines or blown
up by mines. This tonnage was immediately replaced by
first-class modern ships. Consequently, this country has to-
day the most up-to-date merchant marine in the world.
Our fisheries benefited by vastly improved methods—
motorization of practically the entire fishing fleet. The
whaling industry has reached a development which has
caught the eyes of the world.

With the drrival of the above mentioned deflation, our
industries, with their high building costs, found themselves
in great difficulties, and there was a strong tendency to
accept some of the many offers of support by foreign capital,
which then streamed 1n to Norway. Creditor nations—
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especially United States—possessed considerable free capital
in the form of demands on Europe for supplies delivered dur-
ing the war, and also large gold reserves. This free capital
had to be placed. The result for us was easy access to credit.
While our national foreign indebtedness in 1920 was not
much higher than before the war, this increased in the years
after 1920 to its present peak (about 800 million crowns
as against about 300 million crowns). It was, however, espe-
cially business credit and credit to private enterprises which
increased. »

This has the appearance of a very unfavorable develop-
ment, and is unfavorable to a certain extent. But remember-
ing the increased population, the high cost of living and
above all, the great increase in the country’s productive
ability, it 1s not in itself the question of our foreign indebted-
ness which need depress this country’s economy. The last
export statistics show an increase of about thirty to forty
per cent over 1913. Total export in 1913 was about 400
million crowns; in 1928 about 680 million crowns. Our
import has increased from 550 million crowns to about 1,000
million crowns in the same period of time. One must bear in
mind that our overseas shipping and whaling industry coun-
terbalances a large part of our import excess.

These figures show a large increase in our foreign com-
merce, and 1929 shows a further marked increase. 1 am
quite convinced that we are on the threshold of a very suc-
cessful development of our foreign commerce, if only the new
restrictive tariff policy does not prove a hindrance to world
commerce. Trade between the United States and Norway
has been steadily increasing, America’s export far exceeding
its import from Norway. Our import from America has in-
creased from 40 million crowns in 1913 to 134 million crowns
in 1927, while our export to America has increased from
34 million crowns to 73 million crowns. These figures in-
dicate that it would not be wise for the United States to
uphold a too strict and aggressive tariff policy towards our
more important export articles or towards our overseas
shipping. )

I have in this article endeavored to give a picture of the
more important factors which might be of interest in connec-
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tion with capital imports to Norway. A certain amount of
fear has been expressed towards this foreign capital invasion,
believing that it might threaten our economic independence.
This is not, however, the general consensus of opinion of
either business or government interests, but we are aware of
the fact that against the foreign capital we receive, we must
increase our productiveness in proportion with the increasing
interest obligations. From this basis, far-seeing industrialists
and business men in Norway see that a lively development
of finance and commerce between Norway and foreign
nations is the right road for us to choose.

Oslo
October, 1929



THE FISCAL POLICY OF JUGOSLAVIA

Report of Mr. S, D, Alexander, President, Mirna Coal Mining Company,
Inc., Zagreb

HE Hague Conference has successfully laid down the

principles for the financial liquidation of the Great

War. Jugoslavia was especially interested in the settle-
ment of the so-called Eastern reparations, a long and sore
problem, which has at last found a satisfactory sclution
through the good will shown by all interested parties, great
and small Powers alike. The details of the settlement have
been left over to the Paris Conference now in session. It is
not likely, however, that any unsurmountable difficulties
will arise at this last formal stage.

Previous to this arrangement, our national budgets neces-
sarily lacked definiteness on account of the uncertainty of
the very important war items on both sides of the balance
sheet. The war debts of Jugoslavia to France, England and
America are already fixed; the settlement of the obligations
towards the bondholders of pre-war Serbian loans has just
been announced, and all the claims arising out of the seques-
tration of alien property are now on the way to being cleared.

All this has paved the way for official placing of our cur-
rency on a gold basis. Such a law will be only a formality
since there have hardly been any fluctuations in the Jugoslav
currency for the last five years, but nevertheless a formality
necessary for the consolidation of the budget and for full
credit in foreign money markets.

The trade balance sheet of Jugoslavia has shown a surplus
last year. We owe this to the excellent crops, especially of
wheat, which has been exported very briskly in the last few
months. Our exports for the year 1929 were 5,329,866 tons
valued at 7,922 million dinars!, an increase of 17.74% in
tonnage and 22.92% in value as against 1928. During the
same year, 1929, we imported 1,671,520 tons of goods for
7,595 million dinars, which means that the imports were

10ne United States dollar equals 56.70 dinars.
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larger in bulk than in 1928, but 240 million dinars less in
value. Accordingly the surplus of the trade balance for the
year 1929 amounts to 327 million dinars. This has, of course,
also affected favorably our balance of payments, an impor-
tant item of which is the sum of 900 million dinars annually
representing the Jugoslav share of German reparations.

By the Royal Decree of October 3, 1929, the country has
been divided into nine provinces which are endowed with
a large degree of administrative, fiscal and economic auton-
omy. The government of each region will be adapted to its
economic structure, and their progress will depend on the
measure in which the principle of economic self-government
is going to be developed. The national fiscal organization
will have to supply the means of government to a large ex-
tent to the provinces, too, but quite an important part of
their budgets will be covered by autonomous levies and
excises.

All these changes in the administration of the country
will have a deep effect on its budgets also. I wish to point
out that the budget of Jugoslavia has been very stable for
the last three years. No variations to speak of have occurred
on either side of it. Changes may possibly happen now on
account of the decentralization of public administration
and the ensuing economy in the national household, as no
less than five Ministries have been abolished in 1929 with
absolutely no loss in administrative efficiency.

In shaping the fiscal policy of the country, the Ministry of
Finance appears to be guided by three main considerations:
(1) not to overtax the economic capacity of the nation thus
increasing the cost of living and hampering our export ac-
tivity in competing with products of other countries; (2) to
enforce strict economy in all branches of public administra-
tion, which will ensure lasting stability of the budget, and
(3) to create sound conditions for successful negotiation of
a larger foreign loan to be used exclusively for productive
investments.

Land reclamation, railroad and highway construction,
harbor development and exploitation of water power are the
outstanding and very timely problems in the economic pro-
gram of Jugoslavia, but they can be carried out on a big
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scale only by large capital investments for which we still
must depend on the confidence of foreign money markets.
I'should observe here that, in the course of the last few years,
considerable investments,especially for new communications,
have been covered by ordinary revenues, an excellent proof
of the underlying economic strength of the country, but
which cannot be made a permanent principle of public in-
vestment policy.

Order in the national houschold, which is at best reflected
in the budget of the Ministry of Finance is the essential con-
dition for gaining the confidence of foreign money lenders.
Jugoslavia 1s an agricultural or peasant country, 80% of her
population living on and from the land, Nevertheless, our
methods of agricultural production are not very advanced,
and, therefore, the peasant property is able to bear only 2
small fraction of direct taxes in proportion to the number of
its holders. Direct taxes paid by all the peasants amounted
until recent years to only 300 million dinars, this figure being
then raised to 500 million dinars, and for the current year it
will reach 700 million dinars, as compared with 1,800 million
dinars paid in direct taxes by all economic branches. Con-
sidering that the total budget amounts to about 8,000 million
dinars, the part raised by direct taxation is only 22%. The
grand total of the budget is really 12,000 million dinars, but
by excluding the items representing the operation of state
enterprises, such as railroads, forests, mines, etc., we reach the
figure of 8,000 million dinars. Accordingly, indirect taxes,
excises, customs and monopoly revenues and sundry imposts
must provide the remaining 78% of the required national
revenues. This, of course, places a considerable burden on
the consumers of important articles of prime necessity, such
as salt, mineral oil, matches, sugar, tobacco, etc., that is, on
the people at large, who are thus called upon to contribute
in an indirect way the amounts that cannot be collected by
direct taxation.

By gradual progress in agriculture, as well as in manufac-
ture, and by raising the efficiency of the man-power of the
country, the structure of our public revenue system will
no doubt undergo radical changes in favor of the more
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scientific and socially more equitable direct taxation which
trend is already to be noticed in our fiscal policy.

Uniformity in direct taxes has been achieved by the pres-
ent administration, The same thing remains to be done for
the various excises, a very important source of our national
revenue, which represent a considerable and rather uneven
burden on certain production branches. A plan for the uni-
fication of excises is now being worked out in connection with
the fiscal organization of the new provinces. Most probably
the Ministry of Finance will establish uniform limits for
provincial and municipal excises, relieving the taxpayers
from uncertainty as to total payments expected from them
and giving the smaller government units, the provinces and
municipalities, a sounder foundation for balancing their
revenues and expenditures. The importance of this point
in the fiscal program of the administration can hardly be
overemphasized from the business man’s standpoint, and
the efforts of the Ministry of Finance in this respect, meet
with general interest and approval.

Another revenue item needing reform is the general sales
tax, This tax of 1%, on the sales value is being collected on
all commercial transactions, with the exception of agricul-
tural produce and export sales. Considering the long and
often tortuous way goods must travel from the producer to
the ultimate consumer, the latter feels in many instances the
sales tax as a rather heavy burden. The new project will
presumably tax the goods at the source of production avoid-
ing subsequent duplication and thus relieving the general
trade.

Considering the economic structure of the country, tax
collections in Jugoslavia are not unsatisfactory. Overdue
payments are slowly being brought in and never fall behind
the estimates of the budget. During the last fiscal year, there
was even a surplus of 300 million dinars collected in direct
taxes over the official estimate.

This is a result of favorable conditions obtaining on the
domestic money market. Deposits in the state financial in-
stitutions, such as the National Bank, the Postal Savings
and the State Mortgage Bank, as well as in private banks,
are steadily on the increase, mainly owing to the excellent
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crops. This monetary situation is quite adequate to ease tax
collections, current and overdue, and take care of ordinary
requirements of business, but it is not sufficient to supply the
funds for long-term credits, the banks having not yet for-
gotten the dangers of immobilization of too darge a part of
their assets following the investment optimism of the imme-
diate after-war period. .

The fiscal policy of Jugoslavia has still many and impor-
tant problems to solve. The central one, here as in many
other countries, is the problem of developing agriculture, the
basic economic activity of Jugoslavia, and of harmonizing
its interests with those of other production branches equally
essential to a well-balanced economic body. This cannot be
accomplished in a haphazard way. The Ministry of Finance
is the competent umpire and coordinator as between the
diverging interests represented by the other departments in
the administration. The carrying out of its far-reaching pro-
gram of fiscal regeneration will be favorably felt by all eco-
nomic interests, including agriculture.

Zagreb
March, 1930



HUNGARY’S ECONOMIC POSITION IN CENTRAL

’ - EUROPE ,
Report of Mr. Alexander Popovies, President of the National Bank of
‘ Hungary, Budapest

UNGARY constituted before the Great War a uni-

H form territory surrounded from almost all sides by
natural boundaries, There were both mountains

and plains in the country. The former were rich of mines
producing, among other materials, coal, iron, precious
metals and salt, while huge woods supplied not only the home
demand for timber but produced also a considerable quan-
tity for export. - On the plains, agriculture was the principal
occupation, but during the last decades preceding the Great
War, there was also a powerful development of the country’s
industry, particularly in that part of it which was based on
agricultural products or intended to satisfy the special re-
quirements of agriculture, such as the milling, sugar, beer
and spirit industries and some branches of the steel and iron
industry and, in connection with the latter, the machine
manufacturing and the electrical industries. During the
same period, there was a very important advance in the
banking and credit system of the country. Big banks es-
tablished in the Capital spread their activity all over the
country through branches and through a system of credit
institutions in the provinces. The development was greatly
favored by the fact that the country’s monetary system was
built on a sound basis as a result of the monetary reform in-
itiated in 1892. This situation enabled our banking institu-
tions to expand over the boundaries and to find important
territories for their activities in the East, particularly in the
Balkan States, as in Serbia, Rumania and Bulgaria. Pre-
war Hungary had also her own sea. Her sea navigation com-
panies and the products of her industry, the Hungartan flour
and sugar, found their way to overseas countries—the flour
to the West, the sugar to the East, principally. Hungary
and Austria formed a union with regard to customs tariffs
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and .to commercial policy. The Hungarian agriculture had

in Austria a market protected by customs tariffs against the

Lcompetition of foreign agricultures; on the other hand,
Austria’s industrial products were marketed in Hungary,

under the protection of Hungarian customs tariffs. An eco-

nomic union in the very centre’of the European Continent

with more than 50 million inhabitants was an important

factor indeed in the world’s econamic life and thus a pioneer

of civilization towards the East. ",

This uniform territory, and together with it the territory of
1,000 years’ old Hungary, have been destructed by the Peace
Treaties of St. Germain and Trianon. The latter was based
upon two fictions, one of them being thit Hungary is also
responsible for the outbreak of the World War, the other
that the natiohal minorities living on the territory of pre-war
Hungary might be completely separated by geographical
boundaries. The first fiction has since proved false, as the
documents published gave evidence that, at the conference of
the Ministers held immediately before the outbreak of the
War, the Hungarian Prime Minister was opposed to the
military action and when he was forced to give way he did it
only under the condition that Hungary refuses—in the case
of victory—any enlargement of her territory. The other
fiction has been annihilated by the fact that several millions
of Hungarians are living on the territories detached from
Hungary.

Hungary of to-day is a small country alongside of the
Danube, covering a surface of about 93,000 square kilo-
meters mainly of plain land, with 8.6 million inhabitants.
The Peace Treaty determining the country’s present bound-
aries has left to the country only one-third of its pre-war
territory and 429% of its population, and has detached from
it the Northern and Eastern mountains with all their valu-
able natural treasures and woods, the excellent corn-growing
Southern part, as well as the South-Western part inhabited
by Croats, who already before the War enjoyed a far-reach-
ing autonomy. The Peace Treaty has considerably altered
Hungary’s economic position in Central Europe. The huge
territorial loss has seriously reduced its international eco-
nomic importance, while, on the other hand today, Hungary
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is far more dependent upon international trade than before
the war. . ' T

* After the war, Hungary had to overcome great difficulties
in trying to take her place again in international trade. The
war has ruined many of the relations which existed between
Hungary and countries outstde the Austro-Hungarian Em-
pire during the pre-war decades. During the war, the inter-
national trade of Hungary was largely paralyzed and almost
limited to her Allies on]y. All economic relations with
Western and Eastern States, fighting on the other side, had
naturally been interrupted. After the war came to its end,
the dissolution of the Austro-Hungarian Empire and the oc-
cupation of a great part of the old Hungarian territory lead
to a temporary isolation of Hungary even from the other.
parts of the former Austro-Hungarian Empire.* During the
years following the war, Hungary had to sustain heavy
shocks, two revolutions, thereafter the uncertain political
situation and the rapidly growing inflation, which were all
serious obstacles to a re-establishment of the economic rela-
ti;ms disrupted by the war and the events following there-
after. : ‘

The foreign trade of present Hungary did not develop
until 1920, when the total value of exports and imports
amounted to no more than 675 million pengd or $118 millions.
During the following years, the foreign trade of Hungary in-
creased almost unceasingly, a more important upward move-
ment, however, is in evidence only since 1924. In 1929, the
total value of foreign trade was more than 2,100 million
pengd or $367 millions. This amount is probably still be-
low the prewar figure, as in the years immediately preceding
the War, Hungary’s foreign trade amounted to about 4,000
millions of gold crowns or $810 millions, which corresponds
to a value of about 6,000 million pengd taking into account
the rise in the price level (1 gold crown equals 1.16 peng, but
owing to the fact that prices calculated on gold basis are by
about 25% to 30% higher than before the war, the purchas-
ing power of one gold crown may be taken as equal to that
of 1.5 pengo). The territory of present-day Hungary shared
at least to the extent of 40% in the foreign trade of pre-war
Hungary. The decrease of the foreign trade is chiefly due
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to the fact that the trade between European countries has
to meet today far greater difficulties than before the war.
The tendencies towards economic isolation are today rather
strong and are also nourished by certain political considera-
tions. However, it is to be hoped that these obstacles will
diminish in future, as the idea that European states are de-
pendent upon each other and that the economic self-isolation
of the small European states is rather detrimental, is gaining
more and more ground, while political tensions are also
relaxing.

Hungary of today is also a predominantly agricultural
country, although considerable advance has been made since
the war towards a more complete development of her indus-
trial organization. Particularly textile manufacturing has
grown to one of the most important branches of industry in
Hungary. The predominantly agrarian character of the
country, as well as—owing to the loss of the mountain dis-
tricts—the lack of many raw materials, exercise a determin-
ing influence on the direction and the objective of the foreign
trade of Hungary. Having a considerable surplus of agri-
cultural products Hungary plays, together with Rumania
and Jugoslavia, an important rdle in supplying with food
some Western countries, above all the two Western neigh-
bors, Austria and Czechoslovakia. Of the Hungarian ex-
ports, valued in 1929 at more than 1,000 million pengd or
$175 millions, more than 60%, are represented by food and
cattle, the bulk of which is being sent to Austria by Czecho-
slovakia and Germany. In 1928, Austria absorbed 34.0%,
Czechoslovakia 17.7%, Germany 11.7%, the three countries
together 63.4% of the Hungarian exports. Austria and
Czechoslovakia are chiefly buyers of Hungarian grain, flour,
cattle and meat, while Germany takes principally other agri-
cultural products, particularly products of poultry-breeding.
The bulk of Hungary's imports, 59% in 1928, comes from
these countries. The majority of the goods imported from
these countries consists of semi-manufactured or manufac-
tured articles, but an important part of the imports from
Czechoslovakia is represented by coal, timber, iron ore, pig
iron and other raw materials not produced in Hungary in
sufficient quantities. The foreign trade with the East is
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considerably smaller. Hungarian imports from Rumania
and Jugoslavia represented in 1928 only 12.7% of her total
imports, while Hungary’s exports to these countries were not
more than 11.9% of her total exports. About one half of the
imports from these countries consists of timber, raw and
manufactured, the other half mainly of other raw materials.
Hungary exports. to Eastern countries chiefly industrial
articles, in which she is able to compete successfully with
Western exporters.

The expansion of the Hungarian industry towards East is
one of the roles Hungary has to play today on a larger scale
than she did in earlier times when she had to face,even in the
country, a competition of the more-developed Austrian and
Bohemian industry. Although it is true that the Balkan
States try to develop their own industries with the aid of
high industrial protective tariffs, the scarcity of capital and
other obstacles still leave an open way for successful indus-
trial imports, particularly from countries where the technical
skill of manufacturing is superior and where the working
classes are of a higher intellectual and professional standard.

Since 1924, when inflation was stopped and state finances
reconstructed, there was a strong development in the capital
and credit movement between Hungary and the Western
States, which had been quite insignificant during the preced-
ing years. As a result of the destruction of capital caused
by the war, by the revolutions following thereon and by the
hostile occupation, as well as of the decay of working capital
caused by the inflation, Hungary’s demand for capital was
very important during the post-war years. However, owing
to the nearly complete lack of inland sources of capital, it was
impossible to meet this demand out of the country’s own re-
sources. Thus it is quite comprehensible that Hungary made
great demands on foreign capital markets as soon as she was
enabled to doso. The first of the more important Hungarian
issues abroad was the State loan of a nominal value of about
$62 millions issued in1924, under the protection of the League
of Nations, a considerable part of which has been issued in
the United States of America. The issue of this loan was
soon followed by several bigger long-term issues, so that the

long and medium-term foreign loans of Hungary, made dur-
12
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ing the years 1924-1929, reached 2 nominal value of about
$240 millions, to which a considerable amount of short-term
foreign credits is to be added. As to the creditor countries,
a change has taken place as compared with pre-war times.
Of the pre-war creditor countries, France, Germany and
Austria did not make any long-term loans since the end of
the war, while Switzerland and the Netherlands partici-
pated only to 2 small extent in Hungarian long-term loans.
The bulk of such loans has been granted by the United
States of America and England, the former of which did not
rank at all before the war among the creditors of Hungary,
while the participation of the latter in Hungary’s pre-war
issues was relatively small. In addition to long and short-
term credits, foreign capital has in recent years taken part to
~ a considerable extent in the capital increases of Hungarian
undertakings, particularly in those of banks, thus tightening
the relations between Hungarian undertakings and Western
countries.

Owing to the insufficiency of inland capital accumulation,
.. . . ’
it is probable that Hungary will still for some time depend
upon foreign capital, even if not as much as in the years 1927
and 1928, when the influx of capital was the greatestsince the
war. The demand for capital is still greater than it ought to
be normally, owing to the fact that capital expenditures,
buildings, equipment etc., of the State and of State under-
takings, after having been nearly stopped during the war,
were but very small during the post-war years. As a result
of these circumstances, there is a great demand for capital—
particularly on the side of State undertakings—that could
scarcely be postponed. The demand for capital is also being
increased by the fact that Hungary’s economic structure was
still unable to adjust itself completely to the changed condi-
tions. A particularly serious problem is given in the diffi-
culties of securing the means of subsistence for the popula-
tion which is too numerous in comparison with the territory.
Whereas in pre-war Hungary the density of population was
64 heads per square kilometer, in present Hungary it is 93.
This density of population renders imperative a reorganiza-
tion of the economic structure of Hungary and a thorough
rationalization of industry and agriculture alike.
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After the settlement of the post-war troubles, Hungary
tried to resume her functions as middleman between West
and East. Hungary is today even more competent for these
functions than before the war, as considerable parts of the
old Hungarian territory have been attached to Rumania
and Jugoslavia, with a great number of Hungarians still
living there who maintain numerous cultural and economic
relations with present Hungary. Nevertheless, it was rather
difficult to resume those mediatory functions after the war.
Not only did the neighboring states endeavor to reach eco-
nomic self-isolation, but also Hungary was seriously hindered
by the fact that her political troubles, caused by the revolu-
tion and the hostile occupation, were of a relatively long
duration. Hungary was thus somewhat late in re-entering .
into international trade and, when she did so, she found her
place already occupied by others. Hungary’s transit trade
is, in spite of these difficulties, developing well without having
yet reached a major importance in the country’s economic
life. Hungarian transit traders mediate the sale of some
agricultural products, cattle, eggs, feathers, dried plumes,
of Balkan States to the West, and, on the other hand, the
sale of textile and leather manufactures, machines and elec-
tro-technical articles from the West to Eastern States.

Danube navigition is still below its pre-war standing. The
loss of time and increase of costs, resulting from the new
frontiers and the numerous customs inspections, represent a
heavy charge on the Danube navigation which, on the other
hand, suffers also from the decline of the volume of trade.
Hungary’s share in the Danube navigation is smaller today
than before the war, as the Hungarian Navigation Com-
panies have lost a great part of their fleet. However, Buda-
pest is still the leading port on the Danube. In 1927, its
traffic totalled 2,300,000 tons, as against 1,392,000 tons for
Braila, and 1,025,000 tons for Vienna. The new free port,
established on the Southern border of Budapest on the
upper end of the Isle of Csepel, is of great importance for the
future development of Hungarian Danube navigation. The
new port is equipped with newest transfer-elevators for re-
loading and comprises a grain warchouse with a capacity of
350,000 metric quintals, warehouses for piece goods, and
areas for the storage of staple commodities. The port was
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opened for traffic on October 20, 1928, since when, until the
end of 1929, 18,000 truckloads of different goods have been
stored. Of this amount, 1,000 truckloads were transit
goods.

The mediatory functions of Hungarian banks in the capital
movement between the West and East have been steadily
increasing in the last years, but they are still below the pre-
war level. A heavy blow to these functions of Hungarian
banks was the loss of a considerable part of their pre-war
Balkan branches. Hungarian banks were forced to liquidate
a great part of their Balkan branches, and in many cases
they broke them off voluntarily because of unfavorable con-
ditions. As the capital of Hungarian banks has been seri-
ously diminished by the inflation, the capital movement
between Hungary and the East could only start after it had
begun between Hungary and the West, i. ., in 1924, after
the Hungarian currency had been stabilized. During the
years since elapsed, Eastern branches of the banks show
some development, although some of the former branches
have been abandoned during this period. It is remarkable
that some of the Hungarian 1nstitutions have taken interest
in various concerns, not only on the Balkans, but also in
Western States, and they have even participated in some
foreign issues. Towards the Fast, Hungarian banks en-
deavored to develop their credit business—which shows a
considerable increase—rather than their branches. The
future presents important tasks to the Hungarian banks in
respect of credit business with the East, as, owing to their
geographical situation and to their old relations, they are
experts in Eastern conditions and, on the other hand, their
conservative management, their excellent and old reputa-
tion and their close relations with Western banks enable
them to give full security to Western creditors.

Budapest
March, 1930



RECENT ECONOMIC TRENDS IN CANADA

Report of Sir Henry W. Thornton, Chairman and President, Canadian
National Railways, Montreal

INCE the close of 1924 the economic trend in Canada
has been strongly and consistently upward, assuming
during the past two years proportions of a pronounced

general expansion. Beginning with 1925, a succession of four
favorable harvests culminated in 1928, in yields which set
new records and gave a decided stimulus to the economic
development of the country. Not only were crop conditions
favorable, but the recovery in agricultural prices from the
post-war liquidation greatly increased the purchasing power
of the community. On this firm footing, for Canada is still
predominantly an agricultural country, a resumption of the
development of natural resources, which had experienced
a serious set back in post-war years, set in. The necessary
capital was imported in large amounts, chiefly from the
United States, but was also raised to an unprecedented
extent from within the country.

The industrial expansion in Canada of recent years has
been upon a different basis from that of earlier. periods,
which were in the main concerned with the exploitation of
large agricultural areas and the servicing of them with rail-
way transportation. There has been, of course, a steady and
material increase of crop acreages, which indicates that agri-
cultural development is in a healthy state, but the main at-
tention has been directed to the exploitation of the forest
and mineral resources of the country, and particularly with
regard to those northern sections which previously had been
left untapped. Of special note is the discovery that the great
area of pre-cambrian rocks, known as the Laurentian Shield,
which has often been regarded as a handicap to Canadian
progress, is a veritable treasure store instanced by the dis-
covery and development of copper, gold, silver and zinc
mines in Manitoba, Ontario and Quebec. Mineral produc-
tion in other provinces of Canada has also been stimulated,
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and the mining industry has developed to a truly remarkable
degree. Mineral production per capita stands at $29, indicat-
ing a total annual value in excess of $275,000,000. In order
of total values, the mineral products of Canada are: coal,
copper, gold, nickel, lead, asbestos, silver, zinc, natural gas,
petroleum, gypsum, cobalt, salt and platinum. At the pre-
sent time, Canada produces 90% of the world’s nickel, 85%,
of the world’s asbestos, 55% of the world’s cobalt, 99 of the
world’s gold, 8.7% of the world’s lead, 8.4% of the world’s
silver, 6.49 of the world’s zinc, and 4%, of the world’s copper.
The trend in production of copper, nickel and gold is dis-
tinctly upward, and the production of coal is only limited
by market considerations.

The exploitation of forest resources has largely been made
possible by the development of the pulp and paper industry.
The mills of Canada now produce more pulp and paper than
any other country in the world, and the export of newsprint,
which prior to the war was insignificant in amount, has risen
to second place in value. The total production of pulp in
1928 was 3,610,724 tons, and of this quantity, 769, was
manufactured into paper in Canada. The trend is for an
increase in the manufacture of pulp into paper in Canada in
combination pulp and paper mills, and a decrease in export
of pulp and pulp-wood. The total production of paper in
1928 was 28,496,687 tons, valued at $184,462,356. The
production of paper has more than trebled in the past eleven
years in Canada owing chiefly to the increase in the produc-
tion of newsprint. Canada’s newsprint production in 1928
was 709, greater than that of the United States, almost
double that of the nearest competitor in the world’s market.

The development of hydro-electric energy has kept pace
with the industrial development of the country. A com-
prehensive survey of the potential hydro-electric power re-
sources has been made and indicates a total of 43,000,000
horsepower, of which, at the present time, 5,500,000 horse-
power has been developed. Canada ranks second in per
capita hydro-electric development, being exceeded only by
Norway, and also ranks second in total turbine horsepower
installation, being exceeded only by the United States. The
further development of water power is progressing at a rapid
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rate. In the first half of 1929, new developments added al-
most 200,000 horsepower, and undertakings were under way
which when completed will involve a total installation in
excess of 2,000,000 horsepower.  The production of energy
at central electric stations in Canada exceeds 16,000,000,000
kilowatt hours from water power, and is the equivalent of at
least 15,000,000 tons of coal.

The almost continual expansion in every line of activity
which has taken place since 1924, reached a peak in the early
months of 1929. In the late summer, it became apparent
that crop conditions were not as satisfactory as in previous
years, The wheat crop in particular, which comprises the
largest Canadian export, fell off from 566,700,000 bushels
in 1928, to 293,900,000 bushels in 1929. Further, the collapse
in market values which occurred in the New York stock
exchange in November, 1929, has tended to curtail industrial
activity and expansion, so that a period of mild depression is
being experienced. The basic fundamental values have,
however, remained undisturbed, and the country may con-
fidently look forward to a continuing development and
general prosperity.

The tendency in recent years to exploit the northern areas
of Canada has already been mentioned, and in general it may
be said that railway construction in recent years has been
directed to that end. The total branch line construction since
1923, has amounted to 3,000 miles, of which the Canadian
Pacific extensions comprise 1,600 miles and the Canadian
National 1,400 miles. The completion of the railway outlet
from central western Canada to Hudson Bay is near at hand.
The railway has now been completed, and attention is being
directed to the construction of terminal facilities at Fort
Churchill.  The railways of Canada have participated in the
general prosperity of the past five years and have reached
unprecedented levels of gross and net earnings. The severe
curtailment in traffic in the latter months of 1929 has natur-
ally affected the performance for that year, but the future
may be regarded with confidence. ‘

The past decade has witnessed many industrial consoli-
dations in Canada, and it would seem as if there was a definite
trend in Canada to the idea of large-scale operations. The
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railways of the country are practically consolidated into two
large competitive systems; the banking system, which is
based on the conception of centralized control of branch
banks, there being at the present time nine systems em-
bracing 4,153 branches, and the rapid development of chain
stores for distribution of products to the ultimate consumer
are all cases in point. Primary producers too, have, by pool-
ing arrangements, undertaken the control of the marketing of
their products, two noted instances being the Wheat Pool
and the Interior Committee of Direction of British Columbia.
The operations of the Wheat Pool are the subject of some
controversy, but the development may be considered as a
logical outgrowth of consolidations in other lines of activity
and should be measured by its success in meeting the usual
risks of business undertakings.

A further development which has a distinct bearing upon
the future is the increasing mechanization of agriculture. The
per capita output of agricultural products has been increasing
at a rapid rate, and this is particularly true of the grain crops.
A picturesque feature of harvest time in Canada has always
been the movement of harvesters to the western plains to
assist in harvesting the crop, but of late years, owing to the
development of mechanical aids, the movement has dwindled
practically to the vanishing point.

In conclusion, it may be said that in the two decades since
the Great War, Canada has demonstrated an economic stabil-
ity and a capacity for expansion which is truly remarkable.
The conditions in the fall of 1929 must be viewed in relation
to the general trend, and it may be confidently stated that the
country is on the threshold of further expansion along all
lines of activity, with resulting national prosperity.

Montreal
February 14, 1930



TENDENCIES OF ARGENTINE FOREIGN TRADE!

Report of Mr. Santiago E. Soulas, President, Soulas and Company,
Buenos Aires

PoriticaL Economy

HE study of Argentine Foreign Trade during a long
period shows above all the slight influence which public
administration has had, in an economic sense, in the
limitation of certain importations, those limitations which
have been adopted by many countries, especially since 1918,

In a brilliant analysis, Etienne Antonelli, when studying
the customs duties levied by the governments of most coun-
tries for the purpose of reducing to the utmost the importa-
tion of all those goods which could be manufactured in the
country, with the consequent profits for its economy, ex-
amined a great number of resolutions taken regarding regula-
tion of imports. He showed that a majority of these resolu-
tions favored tariff increases, but with reference to the
Argentine Republic he could cite only a few such projects,
such as some phrases contained in the message of President
Alvear to the Congress in 1923, the propositions made by
Ingeniero A, E. Bunge to the International Congress of Lyon
in 1924, and a phrase made by Mr. L. Colombo, President of
La Union Industrial Argentina.

Indeed, after the promulgation of the last general customs
law in 1906, only decrees of merely fiscal character were
issued in Argentina. Valuations were fixed for imported
goods, customs duties were removed or very low duties im-
posed on some of the articles which were considered of prime
necessity, as, for instance, raw materials and provisions.
High duties were applied to a limited number of articles
which were considered to be luxuries, such as silk, furniture
and works of art, etc., establishing for all the rest a uniform
duty of 259, of the tariff value.

While the prices in international trade were increasing,
these customs duties declined in the same proportion, since
they were based on an invariable tax value. For this reason,
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this duty of 25% represented only about 209 of the actual
value calculated on the whole importation in 1910, and
decreased progressively to only 7.4% in 1919, this being the
year of maximum prices. It might appear that this occurred
because importation of the goods “free from duty” has been
much greater in comparison with the goods liable to duty.
Such was not the case, as shown by the statistics of the pro-
portion of duties to the real value of goods “liable to duty,”
vyhi«l:h for the two years cited was 27.6% and 10.6%, respec-
tively.

Subsequently, during the Presidency of Alvear and under
the Ministry of Finance of Herrera Vegas, in 1923, the tariff
was raised by law to 60%, for the purpose of adjusting the
official prices of the tariffs to the real values, the latter being
at that time 129% higher than the official prices. This in-
crease of 60% was added to an increase of 20%, already
sanctioned in 1920 for fiscal purposes and with the same point
of view. These measures, on the one hand, and the general
decline of prices during the last few years, on the other hand,
have brought back the ratio of tariff to values to that of 1906
to 1910. The last publication of the national statistics corre-
sponding to the year 1928,shows that the proportional charge
on the whole of importation reached 16.1% and 23.7% on
importation liable to duty.

ImMporTATION FROM EUROPE AND THE UNITED STATES

Belief is current that the North American article is sup-
planting the European in Argentina, and this opinion is based
on a concrete fact which seems to justify it. The average
of French products imported into the Argentine Republic in
the period of 1910 to 1914, amounted to 9.4% of the total of
Argentine purchases abroad, as compared with 6.9% in 1927
(the last year for which statistics of the geographic distribu-
tion of Argentine foreign trade are available). As far as
England is concerned, this proportion in the same period of
time declined from 21.3% to 19.4%. With the products of
German origin something similar happened, the percentage
descending from 16.6% to 11.3%. While this occurs with
the European countries which made and are still making the
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largest sales to the Argentine Republic, the United States
sales increased considerably in the same period, rising from
144%, of the total of Argentine imports to 25.4%. The
following table shows the proportion of total Argentine im-
ports coming from each of the five countries which are the
largest exporters to Argentina:

Year United States |  England Germany France Tealy
1910-14 1449 | 313% | 166% 949, 869
1920 32 234 48 59 44
1924 20 23.4 12,5 6.7 8.5
1925 2.5 218 11.5 63 9.0
1926 24.6 193 11.4 7.4 8.9
1927 254 19.4 11.3 69 3.0

A more thorough study of this matter shows that a con-
quest of the Argentine market has been made by the United
States in new merchandise, especially in the automobile line,
with all the accessories, such as tires, petrol, oil, spare-parts,
all of which had not been imported before the war and which
now Argentina buys almost exclusively form the United
States.

English coal has been substituted somewhat by North
American petroleum. The North Americans have conquered
new markets for goods which formerly were not imported,
but it is also absolutely indisputable that the European
articles have lost no ground in Argentina, in fact sales are
increasing with every probability of further augmentation.
This affirmation is based upon the following facts: (a)
Argentina continues to be a country perhaps with the great-
est capacity for absorbing foreign products per inhabitant;
(b) the population of the country continues to increase con-
siderably and the growth in every one of the last few years
can be estimated at about 300,000 inhabitants, adding 180,-
000 from natural increase to that from immigration.

Variations or IMporTATION

It is evident that Argentina does not always import the
same goods, and the tendency to substitute some products
manufactured by the home industry is clear enough. In the
food line, as well as in clothing, imported merchandise has
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been replaced by national production, among which can be
named especially wine, cheese, shoes, all kinds of wool and
cotton textiles, furniture, etc.

It is very probable that little by little that curious impor-
tation of foodstuffs will be substituted, at least in part, by
local products. These foodstuffs are: eatable oils, yerba
mate, Spanish beans (garbanzos), peas, fresh and dried fruit,
rice, preserved tomatoes, olives, etc. Frequently, Argentine
economists have called attention to the economic unsound-
ness of these importations. This is also our opinion, since it
would certainly be more profitable to retain this buying
capacity for foreign goods which Argentina cannot produce
and supplying the Argentine market with the many food-
stuffs which this fertile country, extending over different
geographic sections of all climates can produce easily and in
abundance.

. SoME CHARACTERISTICS OF ARGENTINE FOREIGN TRADE

During the last few years, it could be observed that a
general and constant tendency existed in importing a greater
proportion of reproductive articles and less unproductive
articles. The value of the importation of unproductive ar-
ticles, foodstuffs, beverages, tobaccos, clothing and a great
many articles manufactured from wood, paper, leather, iron,
and other metals represented, according to official statistics,
62.4% of the total value of the importation in 1917, as
compared with 44.6% in 1926 (last year of official publica-
tion of these figures). On the other hand, the reproductive
importation for transformation, conservation and capitaliza-
tion, which in 1917 amounted to only 37.6%, of the total
importation, increased to 55.4% in 1926. The table on
page 175, which is based on official figures, shows very clearly
the marked tendency of Argentina during the last ten years
to import more reproductive and less unproductive articles.

The principal reproductive articles of transformation and
conservation were considered to be textile materials, spinned
or unmanufactured, the products for industrial application:
coal, petroleum, paints, colors, iron, steel and othel: metals
not elaborated. The principal reproductive articles of
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capitalization were considered to be materials for railways,
street cars, electric material, engines and agricultural imple-
ments, wires, posts and all construction material.

Reproductive Articles
Yean Unproductive Transformati Total
ke | Topfornaier | Cnion

1917 624% 28.2% 9.49, 37.6%
1918 59.1 311 9.8 409
1919 517 354 12.9 48.3
1920 50.8 328 16.4 49.2
1921 48.9 318 19.3 511
1922 47.1 324 20.5 529
1923 49.6 327 177 50.4
1924 43.3 36.6 20.1 $6.7
192§ 459 342 19.9 54.1
1926 446 359 19.5 55.4

In regard to Argentine exports, the striking characteristic,
which calls the attention of any foreign observer, consists in
the absolute lack of variety. Nearly the whole value of the
export is composed of agricultural and cattle-breeding prod-
ucts. In 1928, the export of wheat, maize and linseed
amounted to Gold $590,000,000, these three products alone
representing 57.4%, of the total value of exports. The fol-
lowing figures show this peculiarity of Argentine exports,
typical characteristics which have been maintained for many
years and which will continue for some time to come.

VALUE oF ARGENTINE ExporTs IN 1928

MRIZE. . .eveveeee e eeeeeeenennns Gold $240,162,212
Wheat, . o vovurreieiiiieeeeiiieiieeenes 224,815,173
Meat. .ooovviniiie i, 133,776,811
Linseed. . oooviiinnnineeniniineeinn.s 124,927,720
Hides....coviiiiiiiiiiii i 82,083,201
Wool, . ooiviiiiiiiciiiiiin s 79,980,743
Others. ... e rearearecaraniraiaeranats 143,920,139

Total.ioeeriiiiiiniiiiiiieaninnns Gold $1,029,665,99

In order to give a clearer idea of this lack of variety, we
have made a comparison between Argentine and Canadian
exports, as both countries have the same characteristics and
are very similar. The following percentages refer to the total
value of the exportation from both countries in 1926.



176 WORLD ECONOMIC CONDITIONS

Percentage of Total Percentage of Total

Products Canadian Exports Argentine Exports
Agricultural. ...........c.0el 46.15, 51.94
Cattle-breeding. .............. 15.23 43.93
Lumber ..............oL.ll 16.23 242
Minerals.........ovvenneenns 2117 0.03
Others...cocviiiiiiieniennns 1.22 1.68

Total....ccvvivnninnnnnn. . 100% 100%

The percentage which refers to “Others” in the Argentine
exportation is smaller in reality, because the official statistics
include an exportation of 200,000 tons to 300,000 tons of coal,
which represents coal imported and shipped again in the
steamers which take coal here for the continuation of their
voyage. It also includes an article the export of which is
somewhat like a novelty for Argentina; we refer to scrap
iron, which commenced to be exported in 1924 (especially to
Italy), when the export duty on it became suppressed. It is
not logical that a country which has an annual import of
more than a million tons of iron in bars, ingots and worked
iron has exported during the last five years more than 200,000
tons of scrap iron and steel. The movement of this exporta-
tion since its beginning is shown in the following table.

ExrorraTioN oF Scrap Irown (1v Tons)

Total, 1924-1928. .....ovniiiiiiiiiiiinnns ....210,056

The export of lumber is almost totally covered by one
single product: quebracho, in its two forms, quebracho in
trunks and extract of quebracho. The mineral export is
absolutely insignificant, as shown in the above figures.
Through this lack of diversity, the balance of the Argentine
foreign trade depends completely on the result of the crops
and atmospheric conditions. Any modification of these
factors can alter profoundly the balance of Argentine foreign
trade. :
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CoNCLUSION

While several conclusions arise from what we have brought
out in these lines, there is especially one fact which we con-
sider of great importance. This is that Argentina is and will
always be an exceptionally good market for manufactured
and semi-finished products, which a country with such eco-
nomic vitality and of such extraordinary progress will nec-
essarily buy abroad, and especially in Europe, for the de-
velopment of its own industries. Undoubtedly it must be
expected that by degrees importation will show a tendency
to substitute articles of a certain type by other types, as
happened in the case of shoes and textiles. For the same rea-
son, machinery and semi-finished materials for the home
industry will be imported in place of other goods.

Therefore, we advise all those who desire to maintain and
increase their commercial relations with Argentina to study
closely and continually the new conditions which the evolu-
tion of industries and the national economy of Argentina are
creating as a result of their magnificent development.

Buenos Aires
October, 1929



SOME PROBLEMS IN INDUSTRIAL ARBITRATION
IN AUSTRALIA

Report of Sir Lennon Raws, Managing Director, Imperial Chemical
Industries of Australia and New Zealand, Ltd., Melbourne

HE last Federal election in October, 1929, which re-
sulted in the decisive defeat of the Government, was
fought on the question of Industrial Arbitration.

Under the Constitution of the Commonwealth, power is
vested in the Commonwealth Parliament to legislate with
respect to “conciliation and arbitration for the prevention
and settlement of industrial disputes extending beyond the
limits of any one State.” Each of the States has its system
of industrial regulation, either in the form of Wages Boards
or Arbitration Courts or Commissions. A Federal Arbi-
tration Court was established in 1904, and through a series
of judicial decisions and the policy of trade unions, its juris-
diction has gradually extended over practically every in-
dustry, as well as banking and insurance institutions,
whether of an interstate character or not. The policy of the
trade unions has been to “manufacture” interstate disputes
so as to bring them under the jurisdiction of the Federal
Court, and to play off the Federal Court against the State
Court and vice versa. This has resulted in serious over-
lapping of awards, which has been a grave handicap to
industrial peace and to industry generally. The authority
of the Federal Court has been undermined by several of the
larger and militant unions which openly flouted the awards
which the Court had no power to enforce. All it could do
was to de-register a Union, which meant that the latter was
free to resort to direct action.

On four occasions an appeal has been made to the country
by way of referendum for increased powers to enable the
Federal Government, by amending the Constitution, to
assume complete control of industrial regulation and thus
eliminate the duplication of awards and overlapping of
authorities. On each occasion the people have voted against
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any increase in powers to the Commonwealth. The last
appeal was by the Bruce Government in 1926 after serious
trouble on the water-front.

In 1928, the Bruce Government tried to do the best with
the powers it had and amended the Arbitration Act to pro-
vide, amongst other things, for penalties for non-observance
of Awards, and for secret ballots in the Union. Despite
this, further serious disputes developed, and, though the
unions concerned were de-registered by the Federal Court
and heavily fined (which fine they did not pay), it was obvi-
ous that some drastic action had to be taken to deal with a
position which was rapidly becoming intolerable.

The then Prime Minister, Mr. Bruce, asked the States if
they were prepared to hand over to the Commonwealth
Government full control of the regulation of industry. The
States declined to do this, and Mr. Bruce thereupon an-
nounced that the Commonwealth would retire from the
field of Arbitration, with the exception of such industries as
the shipping and waterside industries, which are definitely
of an interstate character. In pursuance of this, a bill was
introduced into the Federal Parlhiament last August proposing
the abolition of the Federal Arbitration Court, and for the
creation of committees to regulate the maritime industry,
these committees to be composed of representatives of the
industry itself. The measure passed the second reading
stage, but an amendment to defer the operation of the Bill
until a referendum or a general election had been held was
carried byone vote despite the opposition of the Government.

A general election was held at which the Government was
heavily defeated, and it has now been replaced by a Labor
Government.

The position is that the people have refused, on the one
hand, to grant increased powers to the Commonwealth, and,
on the other hand, have defeated the Government which
accepted the logical conclusion and proposed that the Com-
monwealth should withdraw from the industrial field except
in relation to industries of an interstate character,

That the new Labor Government is not satisfied with
the position is shown by the fact that the Prime Minister,
Mr. Scullin, shortly after assuming office stated that the
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Government proposed to amend the Federal Arbitration Act,
and he invited the management committee of an industrial
peace conference which met last year to resume its de-
liberations. This conference was handicapped last year from
the start by the fact that the militant section of the Labor
Party was hostile to it, and it broke down when the Trades
Halls of Brisbane and Sydney withdrew their -delegates.
Continued opposition from this quarter has prevented the
Conference from resuming irr response to Mr. Scullin’s
invitations.

Mr. Theodore, Treasurer in the Scullin Ministry, as Di-
rector of the Election Campaign, promised that if Labor
were returned to power the industrial trouble on the New-
castle coal fields which had closed the principal collieries in
New South Wales since March, 1929, would be “settled in a
fortnight.” A Conference was called by the new Govern-
ment and a settlement reached, but owing to the resistance
of the militants, the miners refused to endorse it, and the
mines have remained closed. Much bitterness has been
displayed by the extremists towards the Government by
reason of Mr. Scullin’s refusal to countenance unconstitu-
tional methods, e. g., expropriating the coal owners.

Just before Christmas the Federal Arbitration Court inter-
vened and made an interim award. An appeal to the High
Court resulted in a majority decision that the award was
bad in law. The Union then served a new “log” on the
owners and contended before the Court that an interstate
dispute existed. The same Judge made the same interim
award against which the owners again appealed.

The High Court, by a majority judgment, has reaffirmed
the decision that the interim award was bad in law and void.
The unions have now appealed to the Federal Government
to use its trade and commerce powers to re-open the coal
mines under pre-stoppage conditions, but it is unlikely that
the Government will intervene in this direction.

The present situation is therefore that after twelve months
the position is where it was when the mines closed down.
The owners state that they cannot pay the rates of pay
sought by the miners, and the men, through their representa-
tives, maintain that they will not work for less.
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In the meantime it is reported from the coal fields that the
influence of the extremists is weakening and that there is
likelihood of the settlement arranged last December being
accepted.

Severe financial stringency experienced by all the Govern-
ments owing to the unfavorable market for oversea loans,
coupled with industrial depression due to lower prices of
wheat and wool and a shortage of about 40 million bushels
in the wheat harvest, have caused considerable unemploy-
ment which is helping the moderate section of the labor
party. At the last meeting of the combined trade unions, a
proposal to rejoin the Pan-Pacific Secretariat was narrowly
defeated.

Melbourne
March 4, 1930



ECONOMIC CONDITIONS IN JAPAN DURING 1929
Report of Baron Koyata Iwasaki, President, Mitsubishi Company, Tokyo

GENERAL SURVEY
THE year 1929 continued to be marked by a state of

business stagnation which has persisted for some years

past. The situation has been aggravated by declining
prices, particularly during the second half of the year. This
downward tendency in price levels had its source, not so
much in the unfavorable economic situation itself, as in the
discrepancy which had existed for a number of years between
the price index in this country, as compared with the rest of
the world. With the prospective abolition of the gold em-
bargo has come a realization of the necessity of a readjust-
ment which would lead domestic prices into greater harmony
with international values.

The readjustment has been stimulated by the gradual
appreciation of the Japanese exchange rate and received an
additional impulse from the policy of radical financial re-
trenchment practiced by the present Government. More-
over, the entire nation responded in the same spirit by dis-
pensing with luxuries as far as possible. Negative as these
measures were, they proved necessary and successful in the
circumstances. In spite of earlier indications, the foreign
trade during 1929 has shown satisfactory results as well as
the smallest import surplus in recent years. The more liquid
balance of international payments made it possible to accu-
mulate ample specie reserves abroad in preparation for the
return to gold status.

It was but natural that the second half of the year, in
particular, should feel the full force of economic depression.
The new policy as regards the gold embargo and many con-
sequent measures of fiscal retrenchment had the effect of
lowering prices and restricting business transactions. The
period was, however, spared the fitful instability which
characterized the earlier months of the year, and which arose
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because of conflicting tendencies, caused by rumors and
counter-rumors, as to the nearness of the removal of the
embargo.

Banking aND MoNEY MaRKET

The weeding-out process of banking institutions has con-
tinued throughout the year. During the past five years the
total number of banks has been reduced from 1,799 to 1,007,
involving the disappearance of 792 units, There appears to
be a possibility that the tendency towards fusion may be
overdone, the financial authorities, therefore, while con-
tinuing to encourage union in highly competitive districts,
do not sanction amalgamations which would withdraw
banking facilities from provincial districts and inflict hard-
ships upon local traders and manufacturers.

ComparisoN oF MoNEY RATES IN JAPAN AND THE
UniTED STATES

Call Money Discount Rate
New York Oska Nc:k Yor'k A Prime
Period Tokyo ew Yo (Spinners, Bills) l::m:‘ I;O dc:;r)-

Maxi- | Minie | Maxie | Mini- | Maxie | Mini~ | Maxi- | Mini-
mum mum mum mum mum mum mum mum
1927, average. ...} 4.68% | 4.05% | 4.67%3.70% | 6.65% | 5.26%, | 3.61% | 3.54%
1928, average....[4.05 [2.69 |7.88 |[5.05 [S501 |3.40 (428 (411
1929, first-half .. .[4.05 {299 |13.67 (642 534 327 (540 |S517
last.half, ... [4.05 3.06 [10.20 ]5.33 [5.54 {343 1490 [4.67
average....|4.05 13.03 1194 }5.88 [544 [335 [515 492

The money market has shown the same paradoxical con-
dition which has been a feature since the second half of the
year 1928, Funds are cheap and excessive for the most
liquid uses, but funds are not plentiful or cheap for slowly
maturing loans and for minor traders and manufacturers.
In view of the abolition of the gold embargo, there is a grow-
ing disinclination among bankers to finance long-term loans,
as the influence of an inevitable outflow of gold on post-
embargo money rates cannot be foreshadowed with certainty.
It is, however, confidently hoped that no abrupt change in
tendency will take place, because of the fortuitous circum-
stance of declining interest rates abroad, the discrepancy be-
tween rates in this country and those prevailing in the
United States having considerably narrowed towards the
end of the year,
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Price ConpiTioNs

The price index during the year 1929 has shown a decided
decline which was particularly pronounced in the second
half of the year. Compared with the index figure at the
beginning of 1921, which showed an unnatural divergence
from price conditions abroad, there has been a decline of
27.5%, about one-third of which was experienced during the
single year of 1929,

DeveLopmeNT oF Bank Deposits, TrRust Deposits AxD
PosraL Savings

(In Million Yen)
(Coﬂ:;:,g:mi:h) Trust Deposits Postal Savings
Period
Amount lnc;:a[s)eef-l-) Amount Incor:als)eé-f-) Amount lnc;::ls):ﬁ-)
crease (—) crease (=) crease (=)
December, 1926....] 9,031 . 439 ‘. 1,156 .
December, 1927....] 8906 | -125 710 | 4271 1,523 | 4367
(1.38%) (61.73%) (31.75%)
December, 1928....] 9216 | 4310 | 1,009 | +299 | 1,743 | +220
(348%) | .. |@U% .. [(1445%)
December, 1929....] 9213 | -3 | 1,163 | +154 | 2,051 | +308
(0.03%) .o [(1526%) .. 1(17.67%)

ComparisoN oF PrICE INDEXES IN JAPAN AND THE
UwireD StATES
(Base, 1913=100)

Japan
General Incerational pDommig ‘E{;‘litejd Sm"u)
(3 ltems) | “(42Trems) | (11 Itemo)

1921, first half. ... 253 187 259 126
last half..... . 214 195 290 121
average.......... 234 - 191 275 123

1928, first half. ........ 169 153 229 146
last half.......... 172 156 230 143
AVErage. .. .ureret m 155 230 144

1929, first half. ........ 169 154 226 139
last half.......... 161 148 o213 136
AVErage. ... ..... 165 151 220 138

The discrepancy between the price indexes in the United
States and Japan, based on the year 1913, which was 31
points at the end of 1928, has been reduced to 20 points in
December, 1929. The difference is still further reduced to
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7 points when considering commodities of international con-
sumption only, leaving aside domestic specialities. A full
approximation to international price levels after the aboli-
tion of the gold embargo is, of course, imperative in the inter-
est of the country’s balance of trade, nor should the realiza-
tion of this aim in a measurably near future prove very diffi-
cult. There is still great scope for lowering production costs
in individual establishments, and the rationalization of in-
dustry has scarcely begun.

INpusTRIAL AND COMMERCIAL SITUATION

Industrial production has been fairly active during 1929,
especially during the second half of the year. The index of
production, based on the most important industries and on
the development of the five years 1921-1925, increased be-
yonld the average rateof progression, as shownin the following
table:

Year Trend Figure Real Index lm tl;“
1927, average.......ovvvverinnnss 13471 131.86 - 2.85
1928, average. . .ov.iiiniiiinns 143.64 140.16 - 348
1929, first half, average. .......... 150.34 150.95 + 0.61
last half, average........... 154.80 167.84 +13.04
AVEIAEE. .ot ietiiaans 152.57 159.40 + 6.83

Curiously enough, the increase in production was greatest
during the second half of the year, when the decline in prices
and complaints about the depressed economic conditions
were particularly severe.

The increase in production was partly attributable to
greater activity in the export trade. The demand in the
home market was languishing, commercial transactions and
all kinds of business enterprise undergoing a severe restriction
in anticipation of the abolition of the gold embargo. The
depression in the home market is evidenced by the greatly
reduced volume of railway goods traffic, total arrivals at and
withdrawals from warehouses, bank clearings and new capi-
talization, as may be seen from the table that follows:
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. Arrivals at and | Capitalization
Railway Goods Bank Withdrawals | Including In-
Trafhe C an from Principal |crease of Capital
Year (Average in ( Aveearrmg.in War%hinsel 1 and New
Tow) | Million Yen) | (veragein | " (Tomiin
Million Yen) | Million Yen)
1925, average. ......... 5,262 6,926 47 1,330
1926, average .......... 5,539 7,404 46 1,678
1927, average. ......... 5,560 5,204 48 1,558
1928, first half. ... ..... 5,697 5,519 48 8
last half.......... g,g‘;g 5,2;; 43 m
aAVErage. .. v...au.s X 5, 45 1,488
1929, first half. ... ... 5715 5,549 5] 09
lasthalf,......... 5,582 4,968 39 333
AVerage.......... 5,633 5,258 40 1,042

The result of foreign trade during 1929 was fairly satisfac-
tory, both exports and imports showing large increases. The
expansion of exports was especially gratifying because of the
consequent reduction in the unfavorable balance of trade and
its bearing on the outflow of gold. Exports, especially during -
the later months of the year, were helped materially by the
rising tendency of the Japanese exchange rate, while the same
tendency discouraged imports which, moreover, suffered
from the various measures of retrenchment. The recovery of
Japanese trade with China from the effects of the boycott
movement was severely handicapped by the still unsettled
political situation in that country, and, towards the end of
the year, by the great slump in the value of silver.

DevELoPMENT oF ForEiGN TrADE!

(In Million Yen)
Exports Tmports Tota Excons of
1927 2,065 2,359 - 4,424 294
1928 2,038 2313 4,411 335
1929 2218 2389 4,606 171

Concrusion anp OuTLoOK

It is still too early to speculate upon the influence of the
abolition of the gold embargo which takes effect on January
11, 1930, as the post-embargo period will be largely governed
by the flux of events at home and abroad. It is generally
admitted that there will be a moderate exodus of gold for the
purpose of replenishing exchange funds abroad. The volume
of such outflow should be curtailed by the fact that interest
rates abroad are showing a downward tendency and may in

1 Figures include trade of colonies with foreign countries.
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the near future approximate Japanese rates. Against this
favorable factor must be set the effect of the business reces-
sion in the United States, the principal customer for Japanese
raw silk, which renders the prospect of this staple export
product less rosy. The export trade of the textile industry
is also likely to be affected by the severe slump in silver
quotations, When, in addition, the necessity of a further
price readjustment is envisaged, it appears evident that the
somewhat difficult economic situation in Japan is likely to
continue for some time to come.

In view of the curious fact that what is generally bewailed
as a deep-rooted depression has lasted in Japan far longer
than elsewhere, it is worth while considering whether the
complaints in this connection are not exaggerated. The in-
dex figures of production, especially those for 1929 referred
to above, certainly suggest that there has been uninterrupted
progress during the past several years. This country has had
the doubtful luck of being, by fortuitous circumstances,
carried to heights of abnormal prosperity and expansion on
several occasions in the past, and the brilliancy of these
periods naturally overshadows the difficult but tenacious
development of ordinary years. It would, however, be un-
just to apply the criterion of extraordinary prosperity to
normal development. There are probably hardly any indus-
tries in Japan whose difficulties need be of a fundamental
nature. The growing population of the country and the
gradual development of a whole continent form a bulwark
against the danger of near saturation. The position in the
cotton spinning industry, for instance, is admittedly unsatis-
factory at present, but its basic soundness and actual busi-
ness results still compare favorably with similar enterprises
in Europe and America,

With the exaggerated hankering after times of exceptional
prosperity, there exists a natural reluctance to reduce ex-
cessive capitalization, or cut losses where necessary, instead
of which there is a tendency to seek salvation in artificial
devices for maintaining prices which in the end stifies con-
sumption.

It will be one happy consequence of the abolition of the
gold embargo, which will bring Japanese price conditions
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into line with international levels, to focus attention on the
possibilities of reducing the cost of production by suitable
measures of reorganization. The Government has made the
early rationalization of the national economy one of its most
important policies in regard to the post-embargo period. A
temporary committee, including an executive bureau, has
been established to provide the ground work which will be
complemented by active measures on the part of the business
leaders of the country.

Tokyo
March 8, 1930



RECENT LABOR CONDITIONS IN JAPAN

Report of Baron Takuma Dan, President, Mitsui and Company,
Limited, Tokyo

InTrRODUCTORY REMARKS

N reviewing labor conditions in Japan, it should be borne
in mind that, owing to the complexity in adjusting the
great social, political and economic problems arising one

after another in recent years, the labor situation is far from
being stabilized. The difficulty lies primarily in assimilating
centuries’ old customs and ideas with the influx of western
mentality accompanying necessarily the adoption and in-
crease of organized industries on Occidental lines. Moreover,
the difficulty is being greatly accelerated through the eco-
nomic disturbances due to the post-war slump and the great
earthquake disaster, as well as the decreased consumption
due to the recent retrenchment policy of the government.

Working PopuLaTion

Though industry in Japan has shown considerable de-
velopment lately, it has not yet emerged from the status of
an agricultural country. According to the first National
Census taken in 1920, for instance, the number of persons
engaged in agriculture, including fishery and subsidiary
occupations, was 14,686,000 out of 26,626,000 engaged in all
occupations in Japan Proper, or 55% of the total, while the
number of working operatives in industries, including mining
and transportation, stood at 6,762,000 representing only
25% of the total.

In the observation of the industrial condition of Japan
there are two peculiarities which cannot be overlooked. One
peculiarity is that the number of small-scale factories repre-
sents a very high figure, as the result of which small factories,
employing less than fifty workmen, aggregated in 1926 eighty
per cent of the whole, as is shown in the following table:!

! The figures are based on investigations conducted by the Department of Com-
merce and Industry,
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Number Percentage

Total number of factories. .................. 51,906 100.0
Number of factories employing from 5 to 10

WOTKETS. .. ouviiiiiiniuins e vnis e 26,474 51.0
Number of factories employing from 10 to 50

WOTKErS. . oottty viiranneeaireriaes 20,245 39.0
Number of factories employing from 50 to 100 .

WOLKETS. .o ouiiiiini e iiinar i, 2,612 50
Number of factories employing from 100 to 500

L4y £ O 2,045 39
Number of factories employing from 500 to 1,000

WOTKEPS . . v v vvtnrenernreinineninnnanes.s 282 0.6
Number of factories employing over 1,000

WOTKerS. v ivveienivrirnnnns. Ceeveraiaens 248 0.5

Besides the statistics shown above, it must be remembered
that a very high percentage of Japan’s production is de-
pendent upon her “home industry” or seasonal family work
which, we regret, cannot be indicated in statistical figures.

Another peculiarity is the considerable number of female
operatives. According to an investigation made in 1926, out
of a total of 1,875,195 workers, 981,361 or 529, were women.
This is due to the fact that in dyeing and weaving factories,
which are the principal industries in Japan, women workers
are the chief factor. The workers employed in various indus-
tries in the same year, classified according to sex are shown
in the following table:

Kind of Industry 1‘;‘;‘6",:1;?&? Male Female
Dyeing and weaving............. 998,447 187,103 811,344
Machinery and tools............. 305,327 286,330 18,997
Chemical. . ...... o 176312 123,444 52,868
Food and drinks o 167,144 124,350 42,794
Mining. . .o.ooeoiiieiniiiini.a, 293,562 225,620 67,942

Let us now look at the general trend of the number of
factory hands. Though it had been increasing year after
year, it began to decrease in 1926 as a turning point, the fol-
lowing being the index numbers showing its course:

Month of Year Total Male Female
Monthly average of 1926......... 100.0 100.0 100.0
December, 1927, .. ....ccuvvaeen 91.8 96.6 873
December, 1928. ................ 90.1 98.2 824
November, 1929................. 912 98.4 84.2

From the above figures we note a remarkable decrease in
index numbers within the last three years. This tendency
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is particularly noticeable in the case of female operatives.
This is believed to be attributable to the hard times which
the spinning and reeling industries have encountered, al-
though there is no doubt that the number of industrial work-
ers has been tending to decrease all around and gradually,
mainly due to the rationalization and retrenchment policies
increasingly obtaining in the industrial world of Japan in
recent years.

Waces anp Working Hours

According to the provisions in the Factory Law, wage
payment should be made in currency at least once a month,
and in practice monthly payment is a general rule. Wages
are computed on the basis of time-wage, piece-rate, or the
combination of the two. In Japanese factories and mines,
it is customary to give to the workers and miners, besides
regular wages, a bonus every month or semi-annually, ac-
cording to the merits of individuals. In large-scale factories
and mines, we also find that various lines of welfare work are
undertaken.

Especially in reeling, spinning, and textile factories, where
female operatives are chiefly employed, dormitories are built
for the majority of them. Housing and food are provided
free of charge, and in leisure hours there is even a system of
giving them general education and domestic training, These
arrangements supplement their wages, contributing greatly
towards a better living condition. It will be seen, therefore,
that under such circumstances it is not easy to collect ac-
curate and strict wage statistics in Japan, but the following
figures will be helpful to form a general idea about the latest
standards of wage.

When we make a comparison between the actual wages
and commodity prices, we can observe that the wages rose
considerably under the influence of the rise in commodity
prices during and after the war, but even when the com-
modity prices tended gradually to fall, the wages have not
shown corresponding change.

Owing to our religious and social customs, the weekly off-
day system is not yet universally observed, with the excep-
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Actuar Tive-Wace TasLe!
(In Yen)
November, 1929
Factories
) Male Female
Textile and dyeing. . ......oovvviinnens, 1.583 per day | 0.989 per da
Machinery and tools......c..veevvivin.., 2934 « « L197 ¢ il
Chemical. . .....coooiiiiiiiiiiiinnn, 2075 « ¢ 0942 « «
Food and drinks. .........cvvvviinns, 2014 ¢ = 0950 « «
Miscellaneous. . ....covveiinnnnnnnainn.. 2274 %« 1.087 « «
Average. .........coiiiiveiiiiii. 2289 « “ 0991 ¢ «
September, 1929
Mines
Male Female
Metal.....ooiviiiiiiiiiieiiiieenenn 1,872 per day | 0.700 per day
[0 1851 « 1254 ¢
[0 PN 1781 « « 0832 “ “
AVEIaZE. oo ettt 1.853 « ¢ 1186 « «

tions of schools, government and public offices, banks, and
big business offices. The law provides for two off-days a
month only for female operatives and young laborers em-
ployed in factories and mines. Although there are many
legal limitations, it can be said that the general tendency in
recent years is to curtail working hours gradually and
voluntarily. The following were the average net daily work-
ing hours and days in the principal industries for the month
of November, 1929:2

Kind of Industry Working Hours Working Days
Reeling. . .oovvivviieeriianinnn 10.54 (339) 28.0 (339)
SpInnIng. .. veeiee i 8.44 (195) 28.2 (195)
Machine manufacturing. . ........ 9.44 (182) 27.1 (181)
Metal refining. . ................ 937 (7) 29.4 (7)
Paper manufacturing. ,,......... 10.42 (91) 28.5 (91)
Printing and bookbinding. . 9.47 (188) 27.0 (192)
Coal mining. .. ............ 9.00 (89) 25.7 (102)
UNEMPLOYMENT

Unemployment has not been a serious problem in Japan
until recently for the following reasons. Of about two mil-
1Based on the investigations conducted by the Bank of Japan.

2 The figures in parentheses indicate the number of factories and mines investi-
gated.
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lion workers employed in factories and mines, about one-
half consists of female operatives. These are almost wholly
short-term workers, temporarily separated from their pa-
rental homes for the purpose of earning their matrimonial
expenses or for making up the deficiency of their household
economy. Every factory has to spend at the start a con-
siderable sum of money to induce them to join its working
staff. And hence in their case there is practically no prob-
lem of unemployment. In regard to male operatives, they
come mostly from agricultural districts, and can go back to
farms in time of industrial depression. It may also be noted
that because of slow development of trade unionism, they
are at liberty to change their employment from one line of
work to another. For these reasons, there have actually been
very few workers unemployed. Moreover, in addition to
the legal requirements of giving fourteen days of previous
notice for discharge and of paying discharge allowance, it
has been customary for employers to give a sum of discharge
and retiring allowance in proportion to the number of years
of service. This helps the workingmen a great deal in sus-
taining their livelihood while looking for jobs. The system
of discharge and retiring allowance is but an instance of the
custom under the ancient family system remaining in force.
Though there is no special law which binds employers, it is a
general rule for them to give to discharged employeces an
allowance at the rate of one month's pay for one year’s ser-
vice and for two or more years' service at correspondingly
increasing rates. In addition, the social organization of
Japan is based upon a family system in such a way that even
when they are not legally bound to do so, the relatives,
friends and neighbors as well as persons from same localities
are accustomed willingly to give material support and to
assist in finding jobs for those who are in distress. Under
such circumstances, unemployment in Japan has not here.
tofore presented such a serious aspect either as an industrial
or a social problem as in western countries. The problem
has, therefore, been chiefly limited to finding jobs for those
unskilled casual laborers for construction works who have no
definite residence and go daily from one place to another in
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search for employment, and also to making a study of relief
méasures for the off-season during which jobs are scarce.

The findings of the country-wide investigations made on
November 1, 1929 by the Social Affairs Bureau of the Home
Department in connection with the number of the unem-
ployed are as follows:

Kind of Warkers . Number . I!‘Jumlr)‘erlofl l;“ercentlagc gf
Wage-earners........... 1,600,090 61,808 3.36
Day-laborers. .......... 1,568,332 114,741 7.52
Other laborers, . ........ 3,716,984 123,646 333

Towal.............. 6,885,406 300,195 4.36

From the above statistics it will be seen that unemploy-
ment in Japan is represented more by unskilled day-laborers.
But the depression of the industrial world has become more
acute during the past two or three years, while the scientific
management and industrial rationalization have been earn-
estly studied and adopted. It is generally believed that
henceforth the unemployment problem for skilled laborers
will gradually grow more serious.

Trape Unions

In Japan, there is no special legislation in regard to trade
unions, which may legally be organized without any restric-
tions. It is within the last ten years that the unions have
actually been organized, particularly influenced by radical
socialistic ideas, which have gained a vogue among the in-
telligentsia since the world war. Under such circumstances,
the movement of trade unionism in many cases is not quite
so much an economic movement as a thought movement.
This state of things obstructs the sound progress of trade
unionism in Japan, because it cannot command the support
of serious-minded laborers, and prevents cooperation on the
part of the industrial employers. According to the investi-
gations made by the Social Affairs Bureau, the number of
laborers belonging to trade unions is approximately 300,000
out of a total of 5,000,000 laborers, or 6.6 percent. Trade
union statistics for a number of years are given in the ac-
companying table.
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Number of Trade Number of Union

Year Unions . embers
| 2§ PP about 40 unknown'
) L2 1 O 107 “-
73 D UPPUPURPPPUPPRN. |, | S 103,412
1925, ettt 457 ) 254,262
1929, 4 - 321125

In many large factories and mines, the employers are en- -
couraging their employees in establishing an employees’
organization for the improvement of their living conditions
and also as a means of their mutual help in case of distress
and other special occasions requiring extraordinary expendi-
tures to which the employers contribute a substantial fund.
This movement seems to be gaining favor among workmen,
as shown by their increasing number joining the organization.
Already over 500,000 men are enrolled in such organizations.

Lasor Lecistation aND WELFARE Work

Of the laws now in force relating to the employment of
laborers, the following ones may be mentioned: The Factory
Law, the Mining Law, and the Minimum Age of Industrial
Employees Law. According to these laws, the employment
of young laborers under fourteen years of age is prohibited
as a general rule in all industries. For female operatives
and young laborers under sixteen years of age, working in
factories where ten or more operatives are employed, or in
which dangerous and harmful operations are undertaken, and
in all mines, provisions are in existence in regard to working
hours, limitations and prohibition of night work, off-days
and recess hours, protection of motherhood, prohibitions of
exploiting them in dangerous and harmful operations and
so forth. At the same time, there are detailed regulations
for all laborers concerning the employers’ duties for compen-
sation, employment and discharge of laborers, payment of
wages, apprenticeship, etc.

As for protective legislation for laborers, there is the
Health Insurance Law, which is compulsory for certain
factories and mines and optional for other factories. In case
of laborer’s death, childbirth, and injury and sickness, it pro-
vides for medical treatment (within a fixed limit), sickness
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benefit, burial expense, and mother’s benefit. In this case,
the government pays as subsidy about 10% of the outlay,
and the balance is, as a general rule, to be borne 50% by
employers and employees each.

Some other labor laws may be mentioned. They are the
Labor Disputes Conciliation Law, which sets forth a volun-
tary conciliation system for labor disputes, and the Employ-
ment Exchange Law, which lays down a government duty to
establish Employment Exchanges for laborers.

It may not be out of place to point out the fact that, in
addition to these laws for protecting laborers, there are in
Japan many measures voluntarily adopted by employers for
the benefit of laborers. For instance, in quite a number of
industries, even before the enforcement of the Health In-
surance Law, a mutual Benefit Society was established to
look after the laborers in case of death, sickness and other
misfortunes, the majority of outlays for such undertakings
being borne by the employers alone. Without waiting for
legal compulsion, the employers have also started various
lines of welfare work, such as selling the articles of daily
necessity at a minimum profit, building homes, dormitories,
and hospitals, etc. There are instances in which money
spent in these lines of welfare work amounts to from 10% to
309% of the wages. Moreover, the shop committee system,
safety movement, profit-sharing system and other systems
are being tried so far with satisfactory results.

Tokyo
March, 1930



