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PREFACE 

THE increasing international relationships of American 
business make it more and more important that its 
leaders should have a clear understanding of what is 

taking place in the economic life not only of their own 
country but also of the world at large. The Conference 
Board seeks to aid this international understanding by 
assembling the outstanding facts of world economic progress_ 
and by presenting them in a compact yet comprehensive 
picture. 

In the accomplishment of this important task the Con~ 
ference Board has enlisted the interest and c~operation of a 
large group of leading men of business and professional 
activity in various countries of the world as Foreign Cor
respondents of National Industrial Conference Board, Inc .. 
The men who thus participate in the work of the Conference 
Board are among the most eminent in their countries because 
of their intimate knowledge of economic .conditions, their 
wide experience, and their international outlook. The inter
national network of correspondence thus established has 
enabled the Conference Board to prepare the series of vol
umes of which this book, entitled" A Picture of World Ec~ 
nomic Conditions at the Beginning of 1931," is the sixth 
issue. The co-operation of the Foreign Correspondents with 
the Conference Board makes these books on world economic 
conditions a truly international undertaking. 

Each book is divided into two parts. Part I is prepared by 
the National Industrial Conference Board on the basis of 
official and other authoritative sources of information. It 
gives a carefully summarized analysis of those contemporary 
facts regarding industrial production, wages, prices, em
ployment, foreign trade, public and private finance, and 
other economic factors that give to each country its special 
importance in the economic commonwealth of nations. The 
major currents of world economy are here interpreted from 
the American point of view. Part I also contains a more 
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extended discussion of economic conditions', problems, and 
developments in the United States, intended largely for the 
information of foreign readers of the Conference Board's 
publications, and particularly for the benefit of its Foreign 
Correspondents. 

Part II contains original articles specially prepared by 
Foreign Correspondents of the National Industrial Confer
ence Board. Through this contribution American readers 
obtain the benefit of the judgment and opinion of these dis
tinguished authorities concerning general economic condi
tions and trends or specific problems in their respective coun
tries, or in regard to questions of broad international interest. 
Thus, Americans are enabled to see foreign economic situa
tions through the eyes of competent foreign observers. 

The National Industrial Conference Board is highly ap
preciative of the valuable and generous assistance that it is 
currently receiving from . these Foreign Correspondents, 
which enables it to make its contribution to international 
understanding. The Conference Board is under special 
obligation to those Foreign Correspondents who have con
tributed original articles in time for inclusion in this volume; 
namely,. the Rt. Hon. Reginald McKenna through the 
article prepared by the Midland Bank, Ltd., and Sir Arthur 
Balfour for Great Britain; Hon. Charles Rist and Professor 
Andre Siegfried for France; Hon. Antonio S. Benni for 
Italy; Hon. Emil Francqui for Belgium; Mr. E. Heldring 
for the Netherlands; Messrs. B. Dessau and Ernst Meyer for 
Denmark; Mr. J. Throne Holst for Norway; Mr. Louis 
Dapples for Switzerland; Hon. H. Gliwic for Poland; Dr. 
J. Preiss for Czechoslovakia; Hon. Richard Reisch for Aus
tria; Hon. A. Popovics for Hungary; Mr. S.D. Alexander. 
and Hori. I. Bajloni for Jugoslavia; Mr. A. E. Dyment and 
Sir Charles B. Gordon for Canada; Mr. S. E. Soulas for 
Argentina; Sir Lennon Raws for Australia; Baron Takuma 
Dan and Baron Koyata Iwasaki for Japan; and Mr. LiMing 
for China. 

The Conference Board was advised of the sending of some 
other articles, but they did not arrive in time to be included 
in this book. It is obvious, of course, that not all Foreign 
Correspondents can be expected to contribute original 
articles to each book in this series. 



PREFACE Vll 

In the prepata~on 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/ 
addition to the scientific knowledge and equipment of its 
Research Staff. The publications of the Conference Board 
thus finally represent the result of scientific investigation and 
broad business experience, and the conclusions expressed 
therein are those of the Conference Board as a body. 

Under the immediate direction of the President of the 
Conference Board and with the supervision of the Board's 
Staff Economic Council, Part I of this book was prepared, 
and translations of certain articles in Part II were made, by 
Mr. Vaso Trivanovitch and assistants, of the Conference 
Board's Research Staff. 

New York City 
March, 1931 

MAGNUS W. ALEXANDER 

President 
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PART I 

WORLD ECONOMIC CONDITIONS 

GENERAL SuRVEY 

i\ MONG the highly encouraging developments that oc
fl. curred in the course of the last year may be mentioned 

the truce between the Indian Nationalist leader and 
the British Viceroy, which is expected to tranquillize political 
conditions in British India and to stimulate Indian pur
chases of foreign commodities. The recent Naval Agreement 
between France and Italy, which has, at least for the time 
being, removed one of the causes of political uncertainty in 
Europe, is also of great significance. Political security is one 
of the primary requirements for the economic recovery of 
Europe, and amicable international relationships are of ut
most importance, owing to the stimulus that they give to 
international financing of industry and commerce. 

Following the announcement of the French-Italian Naval 
Agreement, the French capital market immediately extended 
its help to Rumania and Poland, where the scarcity of capital 
has for years been one of the chief obstacles to a full exploita
tion of their great national resources. A similar French loan 
to Jugoslavia has also been announced, but no final action in 
regard to it has yet taken place. A more liberal foreign in
vestment policy on the part of France would be a helpful 
force in world business recovery. This policy is inseparably 
connected with the international political situation. 

Although perhaps not to the same degree, these observa
tions apply likewise to the United States. There is no doubt 
that international political stability is of fundamental im
portance in determining the flow of funds from the United 
States for long-term investment in foreign countries. The 
experience of Germany in the fall of 1930 is a striking ex
ample. It is useless to demand that American investors 
should be more generous in the matter of foreign financing 

2 
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if they do not have full confidence in the political stability 
of the nations seeking their support. The uneven distribu
tion of capital, as reflected in the wide differences in interest 
rates and the cost of doing business in the various countries 
is, no doubt, one of the main handicaps to a business recovery. 
The elimination of thisobstacleseems,however, to restlargely 
with those countries which have the greatest need for foreign 
capital. 

It is not practicable in this introductory survey to enter 
into a broad discussion of the causes of the world business 
depression. It may, however, be useful to point out that, 
so far as Europe is concerned, the depression has affected 
most severely those countries which had taken part in the 
World War and had inherited from the conflict large internal 
and external debts, depreciated currencies, unbalanced bud
gets, political difficulties, and in some cases greatly reduced 
territories. France,however,is the notable exception. Under 
these circumstances, the industry and trade of these coun
tries have been beset by extraordinary difficulties ever since 
the end of the World War. The current business depression, 
therefore, represents not so much a decline from prosperity 
into depression as an intensification of an unfavorable state 
of affairs that has lasted for a number of years. The most 
hopeful aspect of the situation in these countries is that 
the representatives of industry, trade, and finance, as well 
as the responsible public authorities, appear to be definitely 
recognizing the fact that an economic recovery can be 
brought about only by their own efforts, by the exercise 
of strictest economy in private and public affairs, and by 
the application of most advanced methods of rationalization 
in the conduct of business. If these efforts are accom
panied by earnest cO-operation in the field of international 
affairs, the world may look forward to a period of economic 
recovery and international peace. 

The countries that did not take part in the War were in a 
stronger position to resist the pressure of unfavorable inter
national influences because they did not at the same time 
have to cope with serious domestic readjustments. The 
internal soundness of such countries as Switzerland, Sweden, 
the Netherlands, and Penmark enabled them to maintain 
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a fairly even course of business activity in the face of extreme 
disturbances in many other regions of the world. A highly 
significant feature of their economic development, moreover, 
has been the absence of the speculative mania which has / 
played so important a part .in the recent history of the 
United States. Finally, if it is remembered that the in
habitants of these countries are industrious, that illiteracy is 
negligible, that political life is remarkably calm, that their 
industry is diversified, that no single product plays a domi
nant r6le in their economic system, the explanation of their 
economic stability is complete. 

The countries of Central and South America present an 
entirely different picture. They depend primarily on the 
production of agriculture and other primary industries. The 
world decline of prices of agricultural products and raw 
materials has affected them with extraordinary force. Their 
purchasing power has been drastically reduced through the 
decline in the value of their exports. The economic depres
sion has produced political upheavals, and the latter in turn 
have contributed to make the depression more severe, at 
least temporarily, by increasing business uncertainty and 
undermining the confidence of foreign investors. Unsettled 
economic, social, and political conditions are reflected in 
unsound public finances, which decrease the ability of the 
governments to borrow abroad. 

In the Far East, China remains in a state of political uncer
tainty, which is the fundamental cause of its economic diffi
culties, a special factor being the presence of communistic 
activities. Business development is obstructed by commu
nistic propaganda, since the aim of the latter is complete 
economic demoralization as a means of inciting a commu
nist revolution. The decline in the price of silver, combined 
with the inability of China to secure foreign capital support 
necessary for the stabilization of its currency, has greatly 
decreased the purchasing power of the country, thus aggra.. 
vating the economic difficulties of Japan, Great Britain, the 
United States, and all other countries that have strong com
mercial ties with the Chinese Republic. 

In Australia, unsound economic policies, particularly in 
the field of public finance, and the great dependence of the 
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country on the products of its primary industries, wool and 
wheat, have produced a grave situation. Excessive public 
expenditures, over borrowing abroad, and political uncertainty 
darken the Australian horizon, and so far as the immediate 
future is concerned the outlook for improvement is not 
promising. 

The precipitous decline of prices of important foodstuffs 
and raw materials, caused by the lack of balance between 
demand and supply, seems to have been arrested in the early 
part of 1931. While it is by no means certain that the decline 
has reached the bottom, it may reasonably be assumed that 
the downward movement of commodity prices is near its 
low point. Reasonable stability of prices will be perhaps 
the greatest single factor in the economic recovery of the 
world. 

This study of the economic conditions in twenty-five 
countries during the ye3;r 1930 suggests two general con
clusions. First, those countries which had been able to 
maintain a high level of industrial and trade activity after 
an acute business depression had set in elsewhere began to 
feel the effect of an unfavorable international situation to
ward the end of 1930. Second, there is a general feeling in 
most countries that by the end of 1930 the worst phase 
of the business depression had probably been reached, and 
that, while no immediate and rapid business revival is to be 
expected, the business situation in 1931 should slowly but 
steadily improve. 



GREAT BRITAIN 

There is a growing tendency in Great Britain to seek the 
reasons for business depression in domestic conditions rather 
than in outside factors over which the British people have 
little or no control. The elevation of tariff walls, the collapse 
of the Far-Eastern, British Indian, and Russian markets, 
the growth of manufacturing industries in countries that 
before the War were important customers of Great Britain, 
war debts and reparations, shortage or maldistribution of 
gold, artificial maintenance of prices, and so on, have no 
doubt played their part in preventing revival of industry and 
trade. But these difficulties are not peculiar to Great 
Britain; they affect unfavorably all countries that engage 
in international trade. In spite of these conditions the value 
of world trade in terms of 1913 prices was about 30% greater 
in 1929 than in 1913. The value of British trade, on the 
other hand, shows a decline of 17% for the period. In other 
words, it is pointed out that British industry has not kept 
pace with its competitors. It has not been sufficiently resil
ient and elastic. It has not taken cognizance of the fact 
that a radical departure from former methods and policies 
of production and distribution is necessary in order to enable 
Great Britain to compete successfully in world markets. 

From the point of view of technical rationalization, organi
zation, and management, British industry seems to lag 
behind the industries of the principal countries of Europe 
and the United States. Since 1924 the Germans have put 
into effect sweeping measures of reorganization. The French 
and the Belgians have greatly modernized their plant and 
equipment. In the United States there has been no relaxa
tion of effort to keep abreast of the latest developments in 
industrial technique and organization. In Great Britain 
the movement for rationalization both of plant and equip
ment and of industrial organization in the older industries is 
of relatively recent origin. In 1928 the formation of the 
Central Collieries Commercial Association, commonly known 

s 
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as the Five Counties Scheme, the Lancashire Cotton Cor
poration Limited, the English Steel Corporation, and the 
Metropolitan Carriage, Wagon, and Finance Company1 

initiated a series of significant reforms in the coal, textile, 
and iron and steel industries. In 1930 the formation of the 
Securities Management Trust and of the Bankers Industrial 
Development Company2 marked a further step in the ad
vance toward rationalization, by making possible closer co
operation between finance and industry. At the beginning of 
1931 there is a feeling in Great Britain that the extreme busi
ness depression in the year just closed has forced industry 
"to forge ahead with its own schemes of rationalization much 
more rapidly than it would have done in more favorable 
times, and that it will "come out of the depression much 
more strongly organized than it went in."3 

In their endeavor to make the industrial system "more 
elastic and more respons~ve to new methods, new prices, 
new conditions," British industrialists have to overcome a 
number of difficulties peculiar to Great Britain, which make 
the problem of British industrial reorganization more compli
cated than was the case in the countries of Western Europe. 
A British economic expert4 stresses in particular the follow
ing handicaps to British economic recovery: (1) British 
industrial leaders are selected on the basis of birth rather 
than individual merit and ability; (2) scrapping of inefficient 
plant and purchase of modern equipment is impeded by 
heavy capital investment in old plant; (3) industry is "living 
on frozen overdrafts on British banks"; (4) taxation is not 
only too high, but the scrapping of old plant and its replace
ment out of earnings are determined largely by the rules of 
taxation authorities whose conception of wear and tear lags 
behind- competitive requirements; (5) the conservative 
character of employer and labor organizations does not pro
mote easy readjustment to changed conditions; (6) excessive 
immobility of skilled labor under the British trade union 

lSee "A Picture of World Economic Conditions at the Beginning of 1929,' 
Vol. II, pp. 12-18. 

• See "A Picture of World Economic Conditions in the Early Fall of 1930," 
Vol. V, pp. 15-16. 

a The Manchester Guardian Commercial, Manchester, January 1, 1931, p. 3. 
'Sir Arthur Salter, former head of the Economic Section of the League of Nations. 
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system prevents the transfer of labor from industry to in
dustry and offers one of the chief difficulties in dealing with 
the problem of unemployment. 

It is obvious that in order to overcome these difficulties, , 
British industry must have the assistance and co-operation 
of organized labor in the matter of wages and technological 
improvements, of public authorities in the matter of taxation 
and industrial control, and of financial institutions in the 
matter of credit. The determining factor in the situation 
appears to be the attitude of organized labor. The need of 
adjusting nominal wages to the increased purchasing power 
of money is generally recognized by British industrialists 
as an indispensable part of the program for increasing the 
competitive ability of British industries by means of re
ducing the cost of production. Thus far, organized labor has 
shown little willingness to accept the view that the state of 
national emergency requires acceptance of lower wages for 
the sake of future prosperity. It is felt that, "if 1931 is not 
to be punctuated by a series of ruinous labor disputes, the 
situation calls for Immediate action on the part of some 
authority able to survey and deal with the whole field of 
industry and labor."1 This is the principal problem of 
Great Britain. So long as there is no definite information 
concerning the spirit in which its solution will be sought, there 
is a feeling of reluctance to make prophecies concerning the 
probable trend of business in the current year. 

The world-wide decline in commodity prices, moreover, is 
felt more profoundly in Great Britain than in most other 
countries, owing to the peculiar circumstances in connection 
with the stabilization of the pound sterling at a rate apprecia
bly higher than its domestic purchasing power. After the 
violent decline in prices in 1920-1921, following a period of 
extreme inflation, the general economic structure of Great 
Britain adjusted itself to the new level of values and reached 
an equilibrium in 1923 and 1924.2 This equilibrium was 
rudely disturbed by the forced return of the pound sterling 
to the gold standard. The average rate of exchange of the 
pound sterling in 1922 was $4.29. Two years later the rate 
rose to $4.42, and in 1925 the exchange value was established 

1 The Statist, London, January 3, 1931, p. 7. 'Idem. 
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at the pre-war level of $4.86 per pound sterling. The effect 
of this policy has been to increase British costs of production 
and to decrease the ability of British industries to compete 
abroad. The business depression that made itself felt in 1929 
and continued with increasing force throughout 1930 was 
particularly disastrous to Great Britain because the country 
had not yet adjusted its economic activities to the higher 
value of the monetary standard. The great decline in whole
sale prices was accompanied by an appreciably smaller decline 
in retail prices and the cost of living, while nominal wages 
remained unchanged. 

In dealing with this problem, British industrialists have to 
reckon with the great political power of organized labor. 
Wage rates are determined by collective bargaining. The 
labor unions are naturally reluctant to accept wage reduc
tions, even though they would not necessarily involve a 
lowering of living standar~s but would prevent the workers 
from benefiting at the expense of other social groups through 
the increase in the purchasing power of money caused by the 
decline in prices. In Germany and Italy the adjustment of 
wages and prices is being brought about through compulsory 
decrees of the government. The present British Govern
ment, representing organized labor, has so far taken no 
definite steps to solve this pressing problem. The year 1931 
may show to what extent the Trades Union Congress, the 
National Confederation of Employers' Organizations, and 
the Federation of British Industries are able to co-operate 
in the interest of the nation as a whole. Although it is not 
expected that the points in dispute will be settled without 
friction, it is hoped that a settlement will be reached without 
resort to disastrous strikes or lock-outs and without undue 
governmental interference. 

Foreign Trade 
The development of British foreign trade in 1930 was most 

disappointing. The value of exports was $3,200 million, 
and that of imports, $5,085 million. The former were nearly 
22% lower, and the latter, 14% lower than in 1929. The 
decline in imports, however, was due largely to lower'prices. 
The volume of imports was only about 2.5% less than in 
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1929. The excess of commodity imports in 1930 was $1,885 
million, as compared with $1,861 in the preceding year. The 
decline in exports affected all classes of commodities. Ex
ports of finished manufactures were 23% lower than in 1929. / 
Examination of the accompanying tables reveals the seri
ousness of the situation. The only increase occurred in 
exports of ships and boats. The trade in coal was also fairly 
satisfactory, the average value per ton of coal exported in 
1930 being 6d. higher than in 1929. 

The textile industry suffered most. In 1924 textile exports 
represented 38.9% of the total value of British exports. In 
1928 this proportion was 34.0%; in 1929 it declined to 
31.3%; and in 1930 it reached the extremely low figure of 
26.5%. Nearly one half of the decline in exports of cotton 
piece goods was due to lower purchases by British India, 
which imported 778 million square yards in 1930, as com
pared with 1,374 million square yards in 1929 and 1,642 
million square yards in 1924. Sales to China and Hong . 
Kong declined from 293 million square yards in 1924 to 
188 million square yards in 1929 and to 61 million square 
yards in 1930. 

The discouraging aspect of the trade in textile products is 
the steady decline in recent years. The outlook for 1931 is 
not promising. No marked progress has been made in reor
ganizing the industry. In December, 1928, the Joint Com
mittee of Cotton Trade Organizations issued a report on the 
American section of the cotton industry-using American 
raw cotton-prepared by a sub-committee consisting of a 
cloth manufacturer as chairman, seven spinning employers, 
and three trade union officials. The committee recom
mended financial reorganization of the industry on the basis 
of large amalgamations and control of production and distri
bution so as to eliminate destructive competition. At the 
beginning of 1931 this problem appears to be as acute as it 
was at the time when the report was issued. 

The import trade of Great Britain was benefited by the 
great decline in prices of agricultural commodities and raw 
materials that must be purchased abroad. The average 
price paid for wheat in 1929 was 10s.4d. ($2.51) per cwt., as 
compared with 8s.3d. (S2.01) in 1930. In December, 1930, 
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TABLE 1: FoREIGN TRADE oF GREAT BRITAIN, 1929 AND 
1930 

In millions of dollars 

Imports Exports 

Commodity Group 
1929 1930 

Percentage Percentage 
Increase+ 1929 1930 Decrease-
Decrease- Increase+ 

Food, drink, and tobacco ... $2,606 $2,314 -11.2 $397 $351 -11.6 
Raw materials and half-

finished products ........ 1,653 1,221 -26.1 648 497 -23.3 
Manufactures ............. 1,627 1,496 -8.0 2,933 2,258 -23.0 
Animals, not for food ..•.... 17 18 +5.1 12 10 -16.0 
Parcel post, non-dutiable .... 38 36 -6.4 93 84 -9.5 

Total .................. 5,941 5,085 -14.4 4,083 3,200 -21.6 

TABLE 2: VoLUME oF PRINCIPAL ExPORTs, GREAT BRITAIN, 
1924 AND 1927 TO 1930 . 

Source: The Board of Trade Journal 
In· thousand units 

Commodity 1924 1927 1928 1929 

------
Coal-tons ....•........ 61,551 51,149 50,052 60,267 
Iron and steel manufac-

tures-tons .•......•.. 3,851 4,196 4,261 4,379 
Machinery-tons ..•..... 463 512 566 562 
Cotton yams-pounds ... 163,056 200,465 . 169,207 166,637 
Cotton piece goods-

square yards ... ,, .... 4,443,959 4,116,883 3,866,500 3,671,687 
Wool tops-centals ...... 411 420 344 327 
Woolen tissues-square 

yards ................ 164,740 130,914 128,339 108,185 
Worsted tissues-square 

58,843 39,980 42,111 47,281 yards .......•.•...... 
Locomotives-tons .•.... 24 27 41 40 
Motor cars and chassis-

number .............. 15 36 33 42 

1930 

1930 
as Per 
Cent 

o£1924 ----
54,879 89.2 

3,158 82.0 
481 103.9 

136,710 83.8 

2,406,767 54.2 
288 70.1 

79,042 48.0 

34,711 59.0 
51 212.5 

30 200.0 

the price declined to Ss.lld., $1.44, per cwt. The average 
value of raw cotton imports declined from 11s.8d., S2.84, 
per pound in 1929 to 8s.7d., $2.09, per pound in 1930, and 
in December, 1930, the price declined further to 6s.5d., S1.56, 
per pound.1 The prices of rubber, copper, wool, mutton and 
lamb, bacon, butter, coffee, sugar, raw silk, and many other 
commodities also declined considerably during the year. 
The benefits received from this drastic downward movement 

1 The Board of Trade Journal, January 15, 1931. 
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TABLE 3: VALUE OF PRINCIPAL DoMESTIC ExPoRTs, GREAT 

BRITAIN, 1929 TO 1930 
In thousand pounds and million dollars 

Commodity 1929 1930 
Percentage 
Decrease-
lnawe+ 

Coal ........................ £48,617 $236.6 £45,671 $222.3 -6.0 
Iron and steel and manufactures 68,000 330.9 51,300 249.7 -24.5 
Cotton yarns and manufactures 135,449 659.2 87,573 426.2 -35.3 
Woolen and worsted yarns and 

52,883 257.4 36,956 179.8 -30.1 manufactures .•.•.....•.•.. 
Other textiles ...•.........••. 26,864 130.7 19,556 95.2 -27.2 
Apparel. ......••............ 25,612 124.5 19,758 96.0 -22.9 
Machinery ...............•.. 54,350 264.5 46,928 228.4 -13.6 
Motor vehicles and parts ...... 10,774 52.4 8,869 43.2 -17.6 
Motorcycles and parts ..•.•.•. 7,059 34.4 5,061 24.6 -28.S 
Other vehicles ............... 22,703 110.5 22,448 109.2 -1.2 
Ships and boats ....••.•...... 11,200 54.5 19,200 93.4 +71.4 
Chemicals and dyes ..•..••.... 26,617 129.5 21,966 106.9 -17.5 
Electrical goods .............. 13,159 64.0 11,929 58.1 -9.2 

TABLE 4: VALUE OF PRINCIPAL IMPORTS, GREAT BRITAIN, 

1929 AND 1930 
Source: The Board of Trade Journal 

Commodity 
Percentage 

1929 1930 Decrease-
lnaease + 

Raw cotton and waste .•...... £77,366 $376,502 £44,920 $218,603 -41.9 
Raw wool and waste .......•.. 63,012 306,648 45,258 220,248 -28.2 
Other textile materials .•...... 15,225 74,092 9,588 46,660 -37.0 
Rubber ..................... 17,286 84,122 10,728 52,208 -37.9 
Iron and steel and manufactures 24,690 120,154 23,327 113,521 -5.5 
Electrical goods ....... , ...... 6,510 31,681 7,031 38,509 +21.6 
Machinery .................. 19,153 93,208 17,913 87,174 -6.5 
Cotton yarns and manufactures 10,939 53,163 9,735 47,312 -11.0 
Woolen and worsted yarns and 

manufactures .............. 16,225 78,959 14,264 69,416 -12.1 
Silk and silk manufactures .... 13,174 64,111 11,221 54,607 -14.8 
Ahparel. .................... 19,956 97,116 19,305 93,948 -3.3 
C emicals, drugs, dyes ........ 16,882 82,156 13,568 66,029 -19.6 
Oils, fats, and resins, manufac-

tured ..................... 43,428 211,342 46,282 225,231 +6.6 
Grain and flour .............. 95,915 466,770 72,928 354,904 -24.0 

of prices of agricultural products and raw materials were, 
however, offset to a considerable extent by the decreased 
purchasing power of the countries depending for their wel
fare on the production of primary industries as well as by the 
uncertainty that such price instability introduces into busi-
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ness calculations and the effect that it has on the psy
chology of the consumers, who naturally delay their pur
chases in the expectation of further price declines. 

Domestic and Foreign Capital Issues 
The depressed state of British industry and trade is re

flected in the statistics of capital issues. The value of total 
issues to private enterprises in 1930 was only £145 million, 
$706 million, and was lower than in any other year since 1924. 
Electric light and power, gas and water works, nitrate, rail
ways, and motor manufacturing were the only branches of 
domestic industry that absorbed a larger volume of new 
capital than in 1929. New loans to governments and muni-

TABLE 5: CAPITAL IssuEs, GREAT BRITAIN, 1927 TO 1930 
Source: The Statist 

In million pounds and dollars 

Destination 1927 1928 1929 1930 

Home ............... £164 $798 £218 $1,061 £145 $706 £132 $642 
Empire oversea .. , .... 98 477 81 394 59 287 71 346 
Foreign .. , •... ,.,,,. 55 268 76 370 52 253 44 214 ----------------Total ............. £317 $1,543 £375 $1,825 £256 $1,246 £247 $1,202 

cipalities, on the other hand, increased from £35 million, 
$170 million, in 1929 to £102 million, $496 million, in 1930. 
Issues to overseas countries1 were considerably higher in 
1930, the marked decrease in European loans being more 
than offset by larger capital exports to the Empire countries 
and to Central and South American states. South Africa, 
'British India, Argentina, and Brazil were the largest bor
rowers in 1930. So far as the last three countries are con
cerned; it is significant that their domestic political difficulties 
did not shake the confidence of the British capital lenders. 
A considerable part of these loans, however, was for refund
ing purposes and in order to enable these countries to meet 
the existing obligations. 

While the continued ability of the British capital market 
to. maintain a large volume of foreign investments is a cause 

1 Exclusive of intergovernmental debts, Great Britain investments abroad at the 
beginning of 1931 amounted to $18,888,500,000. The corresponding figure for 
the United States is $17,528,254,000. 
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TABLE 6: GEOGRAPHIC DISTRIBUTION OF OvERSEAS CAPITAL IssuEs, GREAT BRITAIN, 1927 To 1930 
Source: The Statist 

In thousand pounds and dollars 

Country or Continent 1927 1928 1929 1930 

Empire oversea .•••••.••.•.•••.... £98.184 $477,812 £81,481 $396,527 £58,995 $287,099 £70,914 $345,103 
British India .••••••••.•••••.•.. 515 2,506 8,290 40,343 9,481 46,139 25,148 122,383 
Australia ....••.•.••••..••.•.•.. 37,594 182,951 28,803 140,170 10,898 53,035 2,958 14,395 
South Africa .•••••••..••••..•.. 9,673 47,074 4,837 23,539 2,212 10,765 14,407 70,112 
Canada .••..•••• , ••••••••••.••. 10,419 50,704 5,435 26,449 12,603 61,332 2,366 11,514 

Europe ...••..••••.•••..••••••••. .27,931 135,926 38,216 185,978 18,025 87,719 9,713 47,.268 
Germany ......•••.•.••..•..••. 6,343 30,868 7,898 38,436 3,079 14,984 

2,25o 10;950 Greece .••.•••.•.•••.........•.. 1,935 9,417 7,635 37,302 256 1,246 
Belgium .•.•••...•...••.•..••.. 5,782 28,138 1,449 7,052 135 657 750 3,650 

Central and South America ..••••... 23,828 115,959 23,328 113,526 15,476 75,314 22,353 108781 
Argentina ...................... 5,310 25,841 6,558 31,915 8,860 43,117 9,993 48,631 
Brazil ....•••..•••..•••••.•••.. 11,688 56,880 9,892 48,139 240 1,168 8,187 39,842 
Venezuela .•••.•••••.••••.•.••.. 2,425 11,801 1,644 8,001 140 681 2,280 11,096 

Other eountries .••••••.•.•••.••••. 3,048 14,833 14,858 72,306 18,991 92,420 11,702 56,948 
l)pan ............•.•.•..••..•. 135 657 450 2,190 75 365 4,582 22,298 

utch East Indies ..•••.••••.••. 750 3,650 331 1,611 588 2,862 306 1,489 

Total overseas .................. 152,991 744,531 157,883 768,338 111,487 542,551 114,682 558,100 
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of considerable satisfaction to the British people, there is a 
tendency in well-informed circles to question the wisdom of 
the policy followed in 1930. The figures in Table 7 show the 
extent to which British receipts from abroad on account, 
the so-called invisible items in the balance of trade, were 
reduced in 1930 as compared with the preceding two years. 
Net income on account of shipping services rendered to 
foreigners, overseas investments, short-term interest, and 
commissions was greatly reduced owing to unfavorable 
business conditions in almost every country of the world. 
Since Great Britain not only did not lower but actually 
increased the excess of merchandise imports, the margin of 
receipts over expenditures was reduced from £138 million, 
$671 million, in 1929 to only £39 million, $190 million, in 
1930. While thus Great Britain had a much smaller credit 
balance available for investment abroad, British long-term 
loans to foreign countrie~ were actually higher than in 1929. 
When this occurs, a balance in international transactions can 
be achieved only by gold sales, by short-term credits, or by 
realization of earlier investments. It is felt that realization 
of investments was the principal method employed in bal
ancing international payments in 1930, and that this process 
has been largely responsible for the continued weakness of 
sterling in terms of United States dollars.1 

The effect of this situation is seen in the difficulties that 
the Bank of England has had in maintaining an adequate 
stock of gold. In 1930 the London market received for dis
posal £39 million, $190 million, of gold bullion. Out of this 
total about £20 million, $97 million, was sent to France; 
about £9 million, $44 million, was bought by Germany. Of 
the total newly available gold only about £1.2 million, $5.8 
million, was added to the Reserve of the Bank of England, in 
addition to about £6.5 million, $31.6 million, received in 
sovereigns from South Africa. From overseas sources, the 
Bank received a total of £44 million, $214 million, of gold, 
mainly from Australia, Brazil, Argentina, and Spain. These 

l Comparison with French francs cannot be made because of the peculiar condi. 
tions that determine the exchange value of the French franc. See Midland Bank 
Ltd., "Gold, Money and Trade in 1930," Monthly Review, London, December! 
1930-January, 1931. See also the Manchester Guardian Commercial, "Annual 
Review of British Trade," Manchester, January 29, 1931, p. 53; Uoyds Bank Ltd., 
Monthly Review, London, March, 1931, pp. 94-97. 
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purchases were entirely offset by sales, France alone taking 
£32 million, $156 million. The pressure on the British capi
tal market will be relieved when France and the United 
States increase their loans to foreign countries and when a 
general recovery occurs in the prices of raw materials and 
agricultural products, bringing about an economic revival 
in the debtor countries. The extent to which Great Britain 
will benefit by these outside factors, however, will be de
termined by the ability of British industry to reduce pro
duction costs and to increase its sales to foreign and domestic 
markets.1 

TABLE 7: BALANCE OF PAYMENTS, GREAT BRITAIN, 

1928 TO 1930 
In million pounds and dollars 

Item 1928 1929 1930 

Visible items 
Excess of imports of merchandise £352 $1,710.7 £382 $1,856.5 £387 $1,880,8 
Bullion imports ( t) or ex-

ports(-) .................. t6 t29.2 -16 -77.7 t5 t24.3 ----- ------
Excess of imports of merchandise 

and bullion ................ 358 1,739.9 366 1,778.8 392 1,905.1 
I nvisio/e items 

Excess of government receipts 
from overseas .............. 15 72.9 24 116.6 21 102.1 

Net national shipping income .. 
Net income from overseas in-

130 631.8 130 631.8 lOS 510.3 

vestments ................. 270 1,312.2 270 1,312.2 235 1,142.1 
Net receipts from short interest 

and commissions ........... 65 315.9 65 315.9 55 267.3 
Net receipts from other sources. 15 72.9 15 72.9 15 72.9 ----- - - --Total. ..................... 495 2,405.7 504 2,449.4 431 2,094.7 

Total credit balance ......... 137 665.8 138 670.7 39 189.5 

The Cost of Government 
During the first nine months of the current fiscal year, 

April 1 to December 31, 1930, total expenditures of the 
British Government amounted to £667 million, $3,246 mil
lion, leaving a deficit of £181 million, $881 million. In the 
corresponding period of 1929 the deficit amounted to £170 
million, $827 million. Two years ago it was £98 million, 
$477 million. It is certain that the deficit will be consider
ably reduced in the last quarter of the fiscal year, when the 
income from taxes is normally largest and when the increase 

1 Midland Bank, op. cit., p. 2. 
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in income tax rates will be fully felt. It is, however, held 
to be extremely unlikely that the increase in revenue during 
the remainder of the year will be sufficient to bring the actual 
receipts up to budgetary estimates. A deficit of about £30 
million, $146 million, is expected for the year as a whole. To 
this sum must be added the amount advanced by the 
Treasury to the Unemployment Insurance Fund.1 Although 
the Exchequer returns classify this expenditure as "a tem
porary advance," in practice it is a subsidy and will not be 
repaid.2 

The outlook for the ensuing year is decidedly gloomy. 
Instead of taxation relief there are prospects of further tax 
increases. This atmosphere is not favorable for large-scale 
financial operations in connection with the problem of re
ducing the interest on the national debt, which apart from 
the sinking fund absorbs about 40% of the total ordinary 
expenditures of the government. 

The next largest item of expenditure is that for social 
services. Expenditures on unemployment insurance, civil 
and war pensions, health, and similar activities in 1930-1931 
are estimated at $735 million, or about $16 per head of pop
ula tion. This situation calls for drastic action, since the burden 
rests primarily on that part of the population which has larger 
incomes and is the main source of national savings.l1 

In a speech in the House of Commons on February 11, 
1931, the Chancellor of the Exchequer, Mr. Snowden, stated 
that the budgetary deficit this fiscal year will amount to 
$150 million or more, and that next year a deficit of $250 
million is to be expected. In order to balance the national 
budget, Mr. Snowden demanded drastic economies and 
annou_nced that new expenditures on social service must be 
stopped no matter how praiseworthy may be the projects 
under consideration. "I believe that added tax on industry," 
he continued, "under these conditions would be the last 
straw. Schemes involving heavy expenditures; however de-

1 About $100 million. 
1 The Economist, London, January 3, 1931, pp. 7-8, 14; The Statist, January 3, 

1931, p. 8. 
1 For more detailed information regarding the condition of British puhl!c finan~e 

see National Industrial Conference Board," A Picture of World Economic Condi· 
tions in the Early Fall of 1930," Vol. V, pp. 1()-14. 
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sirahle, will have to wait until prosperity returns. No class 
will benefit more from such restraint of expenditures than 
the wage-earners. I have been in active political life for 
forty years and my only object has been to improve the lot / 
of the toiling millions. If I now ask for some temporary 
suspension and some temporary sacrifice, it is because I be
lieve it necessary in order to make future progress possible. 
. . • No budget in the world could stand such excessive 
strain as is placed on ours by the increase in unemployment 
of the last twelve months. Productive capacity has fallen 
off 20%. Capital values have fallen. But, despite all this, 
British credit standing is higher today than at any time 
during the last five years."1 

The frank admission on the part of the Labor Chancellor 
of the Exchequer that added expenditures on social services 
must he stopped is a significant development, particularly 
from the point of view of the effect that it may have on the 
domestic political situation. 

Industrial and Labor Conditions 
The physical volume of production in 1930 was about 12% 

lower than in 1929, according to estimates of the London and 
Cambridge Economic Service. 2 The index number of pro
duction for the last quarter of 1930 was 93.5, as compared 
with 114.8 in the corresponding period of the preceding 
year and 100.0 for the year 1924. With the exception of the 
year 1926, which was marked by a series of industrial dis
putes, the industrial activity in 1930 was lower than in any 
year since 1923. The iron and steel, shipbuilding, coal, and 
cotton industries were affected most seriously. They con
tributed largely to the increase in the number of unem
ployed. The number of insured workers without employ
ment in December, 1930, reached the record total of 2,500,-
000, as compared with 1,344,000 in December, 1929. In 
other words, more than 20% of the workers insured against 
unemployment were without work in December, 1930, as 
compared with 11.0% a year ago. On the average 16.1% of 

1 The New York Times, February 12, 1931. 
1 Royhl Economic Society, "Report on Current Economic Conditions," London, 

January, 1931. 

3 
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insured persons were unemployed in 1930, the highest figure 
since 1921, when the percentage of unemployment was 
17.0%. 

Table 8 shows the number of insured persons and per
centage of unemployment in the principal industries of Great 
Britain on December 22, 1930. 

TABLE 8: NuMBER oF INsuRED WoRKERS AND PERCENTAGE 
OF UNEMPLOYED, BY INDUSTRIES, GREAT BRITAIN, 

DECEMBER, 1930 
Number of Percentage 

Industry Insured of 
Persons Unemployed 

Coal mining ...................................... 1,069,480 19.7 
Stone quarrying and mining ........................ 43,460 17.6 
Chemicals ........................................ 103,610 17.9 
Oil, glue, soap, ink, matches, etc ..................... 52,290 9.8 
Pig iron-blast furnaces ............................ 21,900 35.7 
Iron and steel rolling and forging, steel melting and 

puddling ....................................... 180,800 50.6 
Tin plates ........................................ 31,620 70.2 
General engineering .....................•.......... 592,250 24.7 
Elec~cal e~gin~ering .............................. 89,860 11.1 
Martne engtneertng ................................ 60,070 32.3 
Motor vehicles, cycles, aircraft ....................... 247,140 16.2 
Shipbuilding and repairing .......................... 204,720 45.1 
Cotton ........................................... 564,090 47.4 
Woolen and worsted ............................... 240,460 27.7 
Rayon yarn ....................................... 28,640 48.4 
Linen ............................................ 81,430 51.4 
Textile bleaching, printing, etc •...................... 116,900 33.1 
Bread, biscuits, cakes, etc ........................... 151,030 11.7 
Drink industries ................................... 109,530 10.6 
Printing, publishing, and book binding ................ 272,390 8.2 
Building ......................................... 832,270 22.7 
Public works contracting, etc ........................ 186,330 31.3 
Gas, water, and electricity supply .................... 165,850 8.6 
Railways ....................•.................... 137,830 11.7 
Tramway and omnibus ............................. 163,830 5.2 
Other road transport .... , ... , ...................... 188,810 18.4 
Shipping service ..............................•.... 144,240 33.0 
Pock, harbor, river, and canal service ................. 169,790 35.2 
Commerce, banking, insurance, and finance ............ 232,910 4.4 
Distributive trades ................................ 1,764,390 9.8 

Total insured persons ............................ 12,405,700 20.2 

The position of the workers who were able to keep their 
jobs was considerably improved in 1930, owing to the in
crease in the purchasing power of their wages. The, index 
number of average weekly wages-base, 1924 = 100-de-
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dined from 99.0 in January to 98.3 in December, 1930. 
During the same period the cost of living declined from 94.0 
to 87.5, and the cost of food, the principal item in the wage
earner's budget, from 90.5 to 81.0. As compared with July, 
1914, the cost of living at the end of 1930 was 53% higher, 
while the weekly rates of wages were about 70% higher. 



GERMANY 

In contrast with the tendency of Great Britain to seek 
the causes of the business depression and the remedies in 
domestic conditions, the German annual reviews of economic 
conditions in 1930 and of prospects for 1931 are in unanimous 
agreement that the grave disturbance of Germany's economic 
life has been in an unusual degree intensified by the disturb
ances in world economy, and that, therefore, the solution of 
Germany's present difficulties, in so far as they are a part and 
a result of the world business depression, is to a large extent 
beyond Germany's control.l The Germans are by no means 
blind to the need and possibility of improving economic and 
social welfare by means of domestic reforms, as is shown in 
the widespread movement to reduce wages and costs of pro
duction and to balance the budget of the Reich by means of 
strict economy, but they point out that, unlike any other 
country, Germany is weighed down by an artificial burden 
in the form of reparation payments-a burden that is fixed 
in terms of gold, but can be paid only in commodities or ser
vices. The world decline of prices, that is, the increase in the 
·value of gold, makes the burden on German economy greater, 
since in order to obtain the necessary amount of foreign 
exchange Germany must sell a larger quantity of goods or 
services to foreign countries. 

In )930 Germany had to transfer to foreign countries 
1,800 million Reichsmarks, $429 million, on account of 
reparations and, in addition, about 1,000 million Reichs
marks, $238 million, on account of interest charges on private 
loans. The surplus of merchandise and service exports over 
imports in 1930 was about 2,000 million Reichsmarks, $476 
million, leaving a deficit of 800 million Reichsmarks, $191 
million, to be met by further borrowing abroad. The cum
ulative effect of this process of borrowing is to make the total 

1 Deutsche Bank und Disconto-Gesellschaft, "Wirtschaftliche Mitteilungen," 
Berlin, January 29, 1931, p. 2. 
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burden on Germany greater and to increase the total sum 
that Germany must transfer to foreign countries. If this 
additional borrowing is not accompanied by at least a cor
responding increase in the productive capacity and the ability 
to export, the ultimate result will be an economic breakdown. 
If the point is reached when no additional foreign loans can 
be secured and foreign purchases of German goods and ser
vices are not sufficient to discharge current obligations 
abroad, Germany will be forced to default.1 

While there is no immediate danger of such a development, 
particularly since the German Government has the right to 
postpone the transfer of the conditional part of the annuity,2 

the danger point in the whole problem ofreparations lies in 
the psychological or moral influence that the payment of 
reparations exerts upon the people of Germany. Business 
depressions and the economic suffering which they produce 
are always accompanied by shifts in the political temper of 
the people. These shifts become particularly marked and 
dangerous to orderly government if, rightly or wrongly, 
economic suffering can be attributed to foreign influences, 
to the payment of a tribute to foreign governments. Further. 
more, it would not be wise to overlook the fact that the 
danger is greatly increased if the basis on which the payment 
of that tribute rests is regarded as historically unjustified and 
morally repugnant to the debtor nation. The recent con
vulsions of the German political organization, reflected in the 
precarious position of the Federal Government, the under
mined authority of the Reichstag, extreme party dissensions, 
and repeated application of emergency decrees, are bred, on 
the one hand, in general economic discontent and, on the 
other hand, in widespread dissatisfaction with the role that 
Germany is forced to play in international affairs. It is not 
necessary to discuss whether Germany's grievances are 
justified in order to appreciate the grave character of the 
situation. With Germany seething with discontent, there 
can be no real security in Europe. The problem of Germany 
thus becomes a problem of profound international concern. 

1 When discussing the possibility of default by Germany, it is necessary to keep 
in mind that it would affect only the so-called political debt of Germany. 

~Under the Young. ~Ian, the unconditional annuity, amounting to 612 million 
Re1chsmarks, $146 mil11on, cannot be postponed under any circwnstances. 
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Industrial Conditions 
The extraordinary decline in industrial activity is reflected 

in figures of unemployment. At the end of 1930 the number 
of unemployed persons was 4.4 million, an increase of 52.8% 
as compared with a year ago. The decline in employment 
was particularly marked during the second half of the year, 
when business depression reached the lowest point. Accord
ing to the lnstitut fiir Konjunkturforschung,1 the severity of 
business recession toward the end of the year assumed pro
portions hardly ever experienced. Signs of recovery, which 
became apparent in the middle of the year, disappeared com
pletely owing to unfavorable political developments, which 
destroyed the confidence of the German people and of foreign 
capital lenders in the stability of German economy. Credit 
stringency became more acute; domestic turnover was re
duced; stock market prices declined; and interest rates rose. 

As compared with 1929, the output of coal in 1930 was 
12.7% lower; of lignite, 16.3% lower; of pig iron, 27.6% 
lower; and of crude steel, 29.0% lower. All other industries 
found it necessary greatly to reduce their operations in 1930, 
the building industry showing an extremely sharp decline in 
activity. The unsatisfactory position of the iron and steel 
industry in particular has given rise to sharp criticism of the 
policies followed by associations of producers or cartels and 
by large individual enterprises or combinations of enterprises. 
The burden of criticism falls on the price-fixing policies of 
the cartels and on overexpansion of production capacity. 
It is contended that the German industrial structure, and 
especially the iron and steel industry, is over-rationalized, 
over-equipped, and over-mechanized. The operation of the 
cartel system, especially the endeavor of each cartel member 
to secure a larger quota in the total output on the basis of 
his production capacity, has brought about, it is claimed, a 
grave situation characterized by extensive unemployment of 
labor, idle capital equipment, high costs of production, 
monopolistic prices, and underdevelopment of the domestic 
market. While it cannot be denied that on the basis of the 
present demand for the products of German industries a 

1 Institut fiir Konjunkturforschung, "Vierteljarshefte zur Konjunkturforsch. 
ung," Berlin, 1930, V, Vol. 3, Part A, p. S. 
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considerable proportion of their capital equipment lies idle, 
the conclusion is scarcely warranted that Germany would 
have been in a stronger economic position if the tempo of ' 
rationalization had been slower. The connection between 
rationalization and unemployment is by no means so simple 
as it appears on the surface. Whether the employment 
situation in Germany would have been better today if the 
modernization of equipment had not been pushed forward so 
rapidly it is not possible to say. In Great Britain, for ex
ample, the lack of employment is attributed to lack of 
rationalization. All that can be said is that in the short run 
rationalization tends to decrease employment, but in the 
long run it tends to increase the demand for labor through 
cost reduction and expansion of sales. When the German 
industrialists were expanding their plant and equipment, they 
could not foresee the precipitous fall in prices and the world
wide depression of business. 

The criticism of the German price structure is more to the 
point, but, while the industrialists do not deny that the level 
of internal prices in Germany is considerably higher than 
the world price level, they point out that the so-called ex
ploitation of the domestic market by means of high prices 
under the various price-fixin·g agreements is not due simply 
to the profit-seeking motives of the cartel members, but is 
the result of the extraordinary circumstances under which 
German industry has been operating. It is obvious that, 
in order to exist, industrial enterprises must operate with an 
income sufficient to pay all operating expenses and provide 
for depreciation, reserves, and adequate interest on capital 
investment. The important items in the cost of production 
are wages, taxes, and interest on capital. Wages in Germany 
are higher than in any other competing country, with the 
exception of the United States and Great Britain. Tax 
burdens in different countries cannot be satisfactorily 
measured and compared, but there seems to be little doubt 
that the tax burden of German industry is extremely heavy. 
In respect to the cost of capital or credit, Germany is pecu
liarly handicapped. The scarcity of credit in Germany and 
the need of borrowing abroad made the maintenance of 
relatively higher interest rates in Germany indispensable. 
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At the end of 1930, interest rates for thirty- to ninety-day 
loans were three times as high as in the principal money 
markets of the world-New York, London, Paris, Zurich, and 
Amsterdam. In other words, the extraordinary liquidity in 
the international money markets, which by itself is an im
portant prerequisite for business revival, is entirely absent so 
far as German economy is concerned, because of unfavorable 
political developments. Under these circumstances, it 
would be strange if domestic prices in Germany were not 
appreciably higher than the world price level. 

The control over interest rates is largely outside Germany's 
power, except in so far as the introduction of political sta
bility could increase the flow of capital into German enter- · 
prises. Most recent developments in this field have been 
encouraging, although the situation has by no means passed 
the danger point. Cost re.duction and price reduction, there
fore, are largely limited by the possibility of reducing wages 
and decreasing the burden of taxation by means of strict 
economy in governmental expenditures. By admitting the 
necessity for lowering the wages of industrial workers the 
German Government has in fact recognized that high prices 
are not due solely to operation of the cartel system and 
that in order to extricate the country from its present 
difficulties all economic groups must be willing to accept 
certain sacrifices. If this wage- and price-reduction program 
is carried out successfully, Germany will have removed the 
principal defect in its economic structure. Equally impor
tant is the determination of the Federal Government to place 
the finances of the Reich, States, and Communes on a sound 
basis. The German industrialists could look into the future 
with a greater degree of confidence and could work out their 
plans with a greater certainty of success if they could be 
assured that the cost of government would not continue to 
absorb a steadily growing proportion of their income. 

On the whole, it may be said that by the beginning of 1931 
German industry had reached a turning point in its post-war 
development. The current year will show whether the ex
tensive program of industrial rationalization, which is prac
tically completed, has given to the German economic struc
ture sufficient elasticity to adapt itself to changed conditions 
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brought about by the revolution in commo~ity prices. It 
will show further whether the remarkable surplus of com
modity exports over commodity imports obtained in 1930 ' 
is a temporary development or represents a permanent ad
justment of German economic life to the needs of a debtor 
nation. 

Foreign Trade and Balance of Payments 
The development of German foreign trade in 1930 has 

been decidedly satisfactory from the point of view of national 
economy. The large surplus of commodity exports over 
commodity imports was particularly timely in 1930, which 
was characterized not only by almost complete cessation of 
long-term foreign loans to Germany during the second half 
of the year but also by withdrawal of foreign short-term 
balances and transfer of domestic capital abroad. In the 
absence of a marked export surplus of merchandise and ser
vices, Germany would have found it difficult to maintain the 
stability of exchange and to discharge its foreign obligations. 
The surplus of commodity exports, however, was not ob
tained through higher value or volume of trade, but was due 
largely to favorable effects of international price movements. 
Since Germany exports mainly finished manufactures and 
imports largely raw materials and foodstuffs, it was benefited 
by the fact that the prices of its exports declined less in pro
portion than the prices of the commodities that it needs to 
import from abroad. 

This price differential, however, does not entirely account 
for the export surplus. In this respect the position of Great 
Britain is fundamentally the same as that of Germany. 
But, while the value of British exports of manufactures in 
1930 was 23.0% lower, German exports of manufactures 
show a decline of only 8.1% in value. Obviously, German 
industries were better able to maintain their foreign sales 
than the industries of Great Britain. In view of the differ
ences in the composition of German and British exports and 
differences in their geographic distribution, this situation 
cannot be ascribed entirely to the higher efficiency of German 
industry. It is interesting, however, to observe that from 
1929 to 1930 the value of British exports of iron and steel 
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declined 24.5%; machinery, 13.6%; chemicals and dyes, 
17.5%; electrical goods, 9.2%; and textiles, about 30%, 
while the corresponding figures1 for Germany were a decline 
of 10.9%, an increase of 0.9%, a decline of 10.0%, a decline 
of 3.0%, and a decline of 13.2%. Of all important industrial 
countries, Germany has been most successful in maintaining 
a high level of exports of finished manufactures. This may 
be due partly to the fact that the important exporting in
dustries of Germany are organized in cartels or are dominated 
by a few large enterprises, which eliminate competition in 
foreign markets among German firms and conduct their 
foreign sales through central agencies. 

The intimate connection that certain authorities have 
attempted to establish between domestic business depression 
and a surplus of commodity exports in Germany loses weight 
if the fact is taken into .consideration that during the last 
four years there has been a steady improvement in the Ger
man balance of payments.2 The surplus of commodity 
imports was reduced from 3,000 million Reichsmarks, $715 
million, in 1927 to 1,200 million Reichsmarks, $286 million, 
in 1928. In 1929 exports and imports of merchandise were 
practically equal in value. In 1930 there was a substantial 
surplus of exports. A definite trend is here indicated, but 
it cannot be taken as conclusive evidence that Germany has 
adjusted its economic structure to the needs of a debtor 
nation, because the period is too short and because the move
ment of trade, particularly in 1930, was affected by unusual 
price changes. 

Tables 9 to 12 give essential information concerning 
the deyelopment of foreign trade in 1929 and 1930. When 
it is borne in mind that in 1929 the value of German exports 
had reached the highest point since the World War, the 
figures for 1930 appear very satisfactory. The effect of 
price changes is shown in the value and the volume of im
ports of raw materials and half-finished products; the former 
declined 23.6%, and the latter only 14.1 %. The same is true ' 
of imports of foodstuffs and beverages. It is also significant 

1 These figures are not strictly comparable because of differences in classification. 
1 See National Industrial Conference Board, "Rationalization of German Indus

try," 1931~ Chapter VII. 



TABLE 9: VoLUME AND VALUE OF FoREIGN TRADE, GERMANY, 1929 AND 1930 
Source: Statistisches Reichsamt 

Volume in Tons 

Commodity Group 
1929 1930 

Imports 

Live animals ......•............•........•.•.. 168,918 129,001 
Foodstuffs and beverages ..................•... 8,887,739 7,426,173 
Raw materials and half-finished products •••.•.•.. 55,769,248 47,893,156 
Manufactures ..•.......•.••...........•.••.... 1,950,616 1,503,546 

Total. ..................................... 66,776,522 56,951,876 

Exports 

Live animals ................•...•.......•.•.. 5,448 47,603 
Foodstuffs and beverages ............•.••...•.. 3,507,869 2,837,895 
Raw materials and half-finished products ...•..•.. 56,807,690 52,423,799 
Manufactures ..•.•.•...•...•.•••••••••.•.•.... 9,057,618 8,271,227 

Total ...................................... 69,378,625 63,580,524 

I 
Percent-
age De
crease
or In

crease+ 

-23.6 
-16.4 
-14.1 
-22.9 

-14.7 

+773.8 
-19.1 
-7.7 
-8.7 

-8.4 

1929 

In I Thousand 
Relchsmarks 

149,724 
3,822,715 
7,205,057 
2,269,297 

13,446,793 

22,011 
701,510 

2,926,283 
9,832,866 

13,482,670 

In 
Thousand 

Dollars 

35,664 
910,571 

1,716,244 
540,547 

3,203,026 

5,243 
167,100 
697,040 

2,342,189 

3,2ll,572 

Value 

I 

1930 I Percent• 
age De-

In In crease -
Thousand Thousand or In-

Reichsmarksl Dollars I crease'+ 

118,342 28,189 -21.0 
2,968,991 702,214 -22.3 
5,508,114 1,312,033 -23.6 
1,797,702 428,212 -20.8 

10,393,149 2,475,648 -22.7 

68,666 16,356 +212.0 
479,842 114,298 -31.6 

2,449,562 583,486 -16.3 
9,037,523 2,152,738 -8.1 

12,035,593 2,866,878 -10.7 



TABLE 10: VOLUME AND VALUE oF PRINCIPAL ExPORTs, GERMANY, 1929 AND 1930 
Source: Statistisches Reichsamt 

Volume in Tons Value 

Percent- 1929 1930 
Commodity 

1929 1930 
age De.-
crease- In In In In 

or In- Thousand Thousand Thousand Thousand 
crease+ Reichamarks Dollars Reichsmarks Dollars 

Coal. ...•.•.•.................•.....•.•...... 26,769,089 24,383,315 -8.9 530,912 126,463 503,516 119,938 
Dyes .........................•••.•.•........ 183,643 180,670 -1.6 337,964 80,503 312,894 74,531 
Chemical and pharmaceutical. ; ..•............•. 1,120,440 1,034,651 -7.7 556,899 132,653 486,712 115,935 
Iron and steel. ..................•.•.......... 4,743,446 3,992,944 -15.8 1,946,014 463,541 1,734,417 413,138 
Machinery except electrical. .•• ~ ••....••........ 566,786 622,938 +9.9 1,152,493 274,524 1,163,267 277,090 
Textile machinery ...••.•••.....••...•••...•... 89,412 59,351 -33.6 253,772 60,448 173,174 41,250 
Steam locomotives ............................ 17,997 41,718 +131.8 25,315 6,030 58,128 13,846 
Metal, stone, and wood-working machinery ....... 106,547 129,796 +21.8 210,133 50,054 226,611 53,979 
Agricultural machinery ....•................... 48,497 44,090 -9.1 46,652 11,113 39,456 9,398 
Other machinery, except electrical ...•........•.. 304,333 347,983 +14.3 616,621 146,879 665,898 158,617 
Electrical machinery .........••.•.••......•.... 35,662 38,275 +7.3 97,751 23,284 107,608 25,632 
Electro-technical equipment .....•..••••........ 128,046 123,521 -3.5 481,481 114,689 465,807 110,955 
Other apparatus, instruments, etc •....•...•...... 10,406 9,119 -12.4 123,727 29,472 110,354 26,286 
Textiles ...................................... 00 .. .. 1,699,467 404,813 1,475,634 351,496 

Percent• 
age De-
crease-

or In-
crease+ 

-5.2 
-7.4 

-12.6 
-10.9 
+0.9 

-31.8 
+129.6 

+7.8 
-15.4 
+8.0 

+10.1 
-3.3 

-10.8 
-13.2 
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that the decline in the volume and value of exports of finished 
manufactures was practically equal, 8.7% and 8.1% re
spectively. The total volume of exports was only 8.4% lower , 
in 1930, while the value declined 10.7%. 

In 1930 German reparation payments are estimated at 
1,800 million Reichsmarks, $429 million. The surplus of 
commodity and service exports was about · 2,000 million 
Reichsmarks, $476 million. Since interest payments were 
about 1,000 million Reichsmarks, $238 million, Germany 
still had a deficit of about 800 million Reichsmarks, $191 

TABLE 11: VoLUME AND VALUE or PRINCIPAL IMPORTS, 

GERMANY, 1929 AND 1930 
Source: Statistisches Reichsamt 

Volume in Tons Value 

Percent- 1929 1930 Percent• 
age De- age De-

Commodity crease 
In Thou- In Thou-

crease 
1929 1930 In Thou- In Thou-

or In· sand sand sand sand or In-
crease Reichs- Dollars Reichs- Dollars crease 
+ marks marks + ---------------

Raw cotton 476,802 433,128 -9.2 814,705 194,063 580,533 138,283 -28.7 
Raw wool.. 204,632 186,816 -8.7 739,451 176,137 459,497 109,452 -37.9 
Oil seeds ... 2,597,600 2,316,011 -10.8 860,715 205,022 645,648 153,793 -25.0 
Lumber .... 4,506,763 3,507,494 -22.2 386,106 91,970 300,285 71,528 -22.2 
Mineral oils 2,531,280 3,271,157 -129.2 334,779 79,744 402,869 95,963 +20.3 
Iron ore .... 16,952,823 13,889,867 -18.1 315,576 75,170 266,304 63,434 -15.6 
Wheat ..... 2,140,829 1,197,187 -44.1 448,015 106,717 231,629 55,174 -48.3 
Barley ..... 1,765,830 1,522,927 -13.8 302,824 72,133 205,357 48,916 -32.2 
Vegetables. 520,613 463,944 -10.9 142,786 34,012 114,993 27,391 -19.5 
Coffee ..... 148,323 154,365 +4.1 379,137 90,310 296,640 70,660 -21.8 
Butter ..... 135,544 133,156 -1.8 461,417 109,910 376,951 89,790 -18.3 
Eggs ...... 168,067 160,218 -4.8 280,118 66,724 227,983 54,306 -18.6 

million, which had to be met by further borrowing abroad. 
Total long-term foreign loans to Germany in 1930 are esti
mated at 1,500 million Reichsmarks, $357 million, including 
the Young Plan loan to the German Government, while 
short-term credits amounted to approximately 500 million 
Reichsmarks, $119 million.1 

Preliminary estimates of the German balance of payments, 
prepared by the Reichs-Kredit-Gesellschaft, for 1930 are 

'This sum does not include short-term credits withdrawn after the September 
election, the Oustric Bank failure in France, and the failure of the Bank of 
United States. See Frankfurter Zeitung, December 28, 1930, 
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shown in Table 12. These estimates will probably be revised 
when more complete information becomes available, but 
the general character of the balance will probably remain un
changed. The total volume of capital exported out of 
Germany for repayment of credits, repurchase of securities, 
acquisition of balances abroad, and so on, is estimated at 
1,040 million Reichsmarks, $248 million. In so far as these 
transfers may be considered as a form of secondary reserve 
abroad, they tended to strengthen the position of Germany. 
The net increase in Germany's indebtedness to foreign 
countries in 1930 was about 500 million Reichsmarks, $119 
million, the smallest since the stabilization of the Reichs
mark in 1923.1 

The position of the domestic capital market, however, 
changed for the worse in 1930. The increase in savings de
posits during the year is estimated at 1,800 million Reichs
marks, $429 million, as compared with 2,600 million Reichs
marks, $619 million, in 1929. New share issues, including 
the increase in the share capital of existing companies and 
the formation of new companies (Aktiengesellschaften), 
amounted to 995 million Reichsmarks, $237 million, in 
1930, as compared with 1,323 million Reichsmarks, $315 
million, a year ago. The issue of fixed interest-bearing 
securities in 1930 was 359 million Reichsmarks, $86 million, 
as compared with 585 million Reichsmarks, $139 million, in 
1929.2 

The decline in interest rates that occurred during the first 
part of 1930 was followed by a sharp upward turn in the 
last four months of the year owing to disturbed political 
conditions. The rate for daily money increased from 3.85% 
in August to 5.61% in December, 1930. During the same 
period the rate for monthly money rose from 5.00% to 
7.07%; the private discount rate, from 3.16% to 4.81 %; 
and the Reichsbank discount rate, from 4.00% to 5.00%. 
The discount rate of the Bank of France was 2.0% in Janu
ary, 1931; that of the Federal Reserve Bank of New York 
and the Bank of Switzerland was also 2.0%; that of the 

1 Reichs-Kredit-Gesellschaft Aktiengesellschaft, "Germany's Economic Develop
ment During the Second Half of the Year 1930," Berlin, 1931, pp. 32-33, 

2 Frankfurter Zeitung, January 8, 1931. 



TABLE 12: THE BALANCE OF PAYMENTS, GERMANY, 1929 AND 1930 
In billion Reichsmarks and million dollars 

1929 1930 1929 
Receipu 

R.M. Dollaro R.M. Doll an 
Expenditure• 

R.M. Dollars 

CuRRENT ITEMs: CURRENT ITEMS: 
Exports .................. 12.67 3,018.00 11.27 2,684.51 Imports ........•.•.. 13.45 3,203.79 

Re{aaration deliveries in kind: Reparation payments .. 2.37 564.53 
a) To foreign countries .... 0.82 195.32 0.72 171.50 Interest payments, net 0.86 204.85 

(b) To the interior ........ 0.04 9.53 .. 
Net income from services ... 0.34 80.99 0.28 66.70 NoN-RECURRING ITEMS: 

NoN-RECURRING ITEMS: Increase in visible foreign 
OutAow of gold from the exchange holdings of 

Reichsbanks .............. 0.45 107.19 .. .. the Reichsbank ..... 0.28 66.70 
Decrease in foreign exchange Inflow of gold to the 

holdings of the Reichsbank. .. .. .. . . Reichsbank .. . . 
Receipts from U. S. Alien 

0.27 
Capital export~~~p~y: 

Property Custodian •...••. 64.31 0.40 95.28 ment of credits, repur-
Ca~ital imports: chases of secunties,etc. .. .. 

b~ ~~~:t~r~ ·g~,;~r~~~~~. 0.37 88.13 1.40 333.48 

credits ............. 0.21 50.02 0.29 69.08 
(c) Other short-term credits. .. .. .. . . 
(d) Other capital imports, 

1.79 net .....••......... 426.38 .. . . 
Total. ............... 16.96 4,039.87 14.36 3,420.55 16.96 4,039.87 

1930 

R.M. Dollar a 

10.41 2,479.66 
1.80 428.76 
0.95 226.29 

0.10 23.82 

0.06 14.29 

1.04 247.73 

14.36 3,420.55 
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Bank of England, 3.0%; that of the National Bank of 
Belgium and the Bank of the Netherlands, 2.5%. The 
disparity between private money rates in Germany and in the 
important creditor countries is equally great or even greater. 
This disparity will continue to exist as long as the political 
conditions in Germany remain disturbed. Establishment of 
complete confidence in the political stability of Germany will 
not by itself, however, be sufficient to bring down German 
interest rates to the level of those prevailing in Great Britain, 
France, and the United States. In the last analysis, interest 
rates in Germany are high because the supply of funds is 
limited and the demand for funds large and urgent. A 
particularly important and unsatisfactory element in the 
large demand for capital is the pressure exerted on the capi
tal market by the borrowing needs of the public authorities. 

Public Finances 
Perhaps the most serious aspect of the economic situation 

in Germany is the unsound state of public finance and the 
excessive burden that the cost of government imposes on 
industry and trade. For 1929 the national income of Ger
many is estimated at 70,000 million Reichsmarks, $16,674 
million. Of this total, 15,000 million Reichsmarks, $3,573 
million, was absorbed by taxes, and an additional sum of 
4,750 million Reichsmarks, $1,131 million, by various social 
charges (Soziallasten). In other words, about 30% of the 
national income in 1929 was taken by the taxing authorities. 
In 1930 the situation was even worse. It is estimated that 
the national income was reduced by 10,000 million Reichs
marks, $2,382 million, while governmental expenditures 
were ~increased, particularly as a result of unprecedented 
increase in unemployment. 

The current fiscal year, ending March 31, 1931, will show 
a deficit of about 1,000 million Reichsmarks, $238 million.1 

To cover a part of the deficit, the German Government 
obtained a two-year loan of $125 million in October, 1930. 
In February, 1931, a loan of $32 million was arranged for the 
German Government by a group of international bankers. 
The significance of this loan lies in the fact that the French 

1 More recent information indicates a deficit of over $340 million. 
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Government gave its approval to the participation of French 
capital in this issue. The prospects of obtaining additional 
foreign loans have considerably improved as a result of this , 
action on the part of France. 

Foreign loans, however necessary in times of emergency, 
are a definitely disturbing element in the economic life of 
Germany, and budgetary stabilization is a matter of utmost 
importance. The Bruning Cabinet has outlined a financial 
program which, if carried out in its entirety, will mark a 
turning point in German fiscal history since the introduction 
of the Dawes Plan. Under this program, the expenditures 
of the Reich, States, and Communes in 1932 and 1933 must 
not exceed those of 1931. No expenditures can be under
taken without providing the necessary revenues to cover 
them. The establishment of a real budgetary equilibrium 
would not only increase the confidence of foreign capital 
lenders and strengthen the hand of Germany in international 
negotiations, but it would also materially help industry and 
trade by decreasing the demand for funds on the part of 
public authorities. 



FRANCE 
During the first eight months of 1930 industrial activity 

in France was higher than in 1929. In September, 1930, the 
index number of production was 137, as compared with 138 
a year ago-base, 1913 = 100. But the last quarter of the 
year, which in 1929 marked the peak of industrial activity, 
was in 1930 a period of decline. Although the recession 
in activity was very moderate, it is significant in that it 
represents the first pause in the uninterrupted increase of 
industrial production in France since 1927. It remains to 
be seen whether this recession in industrial activity will de
velop into a more prolonged period of decline, owing to 
internal causes, or whether it is merely a reflection of the 
extremely severe business depression in the principal coun
tries of the world. 

The feeling of pessimism concerning business prospects for 
the current year is fairly general in France. One of the 
principal.disturbing factors is the movement of prices and 
cost of living. The downward movement of wholesale prices 
since the devalorization of the franc in 1927 has been accom
panied by an upward movement of retail prices1 and cost of 
living, according to the figures of the Statistique Generale 
shown in Table 13. 

The obvious result of this price movement has been to 
increase production costs in France at a time when in other 
countries they were either falling automatically or were 
being artificially reduced. France feels the effects of this 
situation both in its foreign and in its domestic market. In 
addition to the discrepancy between wholesale and retail 
prices, there is a wide spread between the wholesale prices 
of domestic products and those of imported materials. The 
index number of the latter declined from 646 in December, 

1 The index number of retail prices is based on only "thirteen household articles,:• 
and it should not be accepted as an accurate measure of the movement of retail 
prices. 
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1928, to 377 in December, 1930, while that of the former fell 
from 631 to 565. Furthermore, in spite of the great decline 
in the prices of agricultural products throughout the world , 
in 1930, the French index number of wholesale prices of 
foodstuffs increased from 526 in January to 543 in August, 
and then declined to 525 in December, 1930. 

Imports of Gold and Note Circulation 
One of the most debatable questions in relation to the 

economic position of France deals with the effect of the large 

TABLE 13: INDEX NuMBERS or WHOLESALE AND RETAIL 

PRICES, FRANCE, 1928 TO 1930 
Base, July, 1914= 100 

Wholesale Prices Retail Prices 
Month 

1928 1929 1930 1928 1929 1930 ----------
January .................... 620 644 576 530 599 609 
February ................... 622 652 576 522 602 598 
March .. , .................. 636 653 565 524 607 591 
April. ..................... 637 640 560 532 615 586 
May ....................... 646 636 553 546 626 590 
June ....................... 639 623 544 557 624 593 
uly ....................... 637 626 549 547 606 601 

August ..................... 630 609 543 540 606 626 
September .................. 633 610 535 544 602 637 
October .................... 630 602 519 566 612 637 
November .................. 639 596 504 585 618 647 
December .................. 637 588 498 596 614 649 

imports of gold on the price level, through currency and 
credit expansion. The legal stabilization of the French franc 
in June, 1928, at a rate that temporarily kept French prices 
and cost of living appreciably below world level made it 
necessary for France to pass through a period of price ad
justment. This adjustment could be brought about through 
a rise in French prices, involving an increase in note circu
lation, or through a decline in world prices, or through a com
bination of these two factors. What actually took place 
was an expansion in French note circulation, an increase in 
French prices, a large flow of gold to France, and a decline in 
world prices. The following table shows the volume of notes 
in circulation and the gold reserve of the Bank of France at 
the end of the last three years: 
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1928 1929 1930 
Item Million Million Million Million Million Million 

Francs Dollars Francs Dollars Francs Dollars ------
Note circulation ....... 62,269 2,441 67,479 2,645 75,736 2,969 
Gold reserve .......... 31,793 1,246 41,359 1,621 53,028 2,079 

The increased demand for currency was an inevitable con
sequence of the stabilization, but the accompanying imports 
of gold became necessary owing to the peculiar conditions 
prevailing in the French money market.1 Since the Bank 
of France cannot, under the present law, conduct open
market operations and buy securities for its own account, 
the only effective way in which additional notes could be 
secured from the bank was to place in its vaults an equiva
lent amount of gold.2 The steady importation of gold has 
given rise to considerable apprehension in France, but so 
far no really constructive remedies have been proposed. 
In the absence of extensive participation on the part of 
France in international loan operations, the net income 
accruing to France annually on account of reparations, inter
est payments, and tourist expenditures can be received only 
through imports of gold. The resumption of large-scale 
foreign lending by French investors is impeded by unsatis
factory political conditions in many parts of the world. 
Before the War, France invested about $600 million annually 
in foreign countries and in addition had an active market for 
foreign securities. Since the War French foreign invest-

1 See National Industrial Conference Board, "A Picture of World Economic 
Conditions in the Early Fall of 1930," pp. 27-30; .United States Department of 
Commerce, "Banking System and Pracuces in France," Trade Information Bulle
tin No. 740, Washington, 1931, pp. 1-9. 

I It is pointed out by French financial experts, however, that the flow of gold to 
France was due, first, to the fact that interest rates in London were on many oc
casions lower than those in the French market, and second, to the crisis in the 
French market, from September to December, 1930, which led to withdrawal of 
French funds from London. This withdrawal would not have occurred if the 
London interest rate had not been lower than the French rate. Furthermore, it is 
pointed out that the discounts and advances of the Bank of France are from 7 to 8 
times larger than those of the Bank of England, and that direct discounts of 
the Bank of France are a negligible proportion of its total discounts. The recom
mendation that the Bank should undertake the buying of securities in the open 
market is rejected on the ground that it would lead to inflation and would result 
in disaster. See Charles Rist, "La Question de !'Or," Revue d'Economie politique, 
No.6, 1930. 
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ments have been negligible, and the foreign security market 
has been practically closed. 

That this situation is a disturbing factor in world economy/ 
and that it puts a particular strain on the operation of the 
gold standard, cannot be denied. The recent announcement 
in Paris of a contemplated loan of about 3,000 million francs, 
$118 million, to Poland, Rumania, and Jugoslavia, and the 
participation of French financial institutions in the $32 mil
lion loan to Germany in February, 1931, indicate perhaps a 
slight relaxation in the former policy, but they can by no 
means be taken as a sign that France is about to assume its 
pre-war r8le as a capital exporter on a large scale.1 

Foreign Trade 
The development of French foreign trade during the last 

few years has been consistent with the position of France as a 
creditor on international account. In 1928 France had a 
surplus of commodity imports over exports amounting to 
2,101 million francs, $82 million. In 1929 commodity im
ports exceeded exports by 8,081 million francs, $317 million, 
while in 1930 the import surplus on merchandise account 
increased to 9,514 million francs, $373 million. Table 14 

TABLE 14: VALUE or FoREIGN TRADE, FRANcE, 1929 AND 

1930 
In thousand francs and dollars 

~------19~29-----~----~193~0-----1~~!~~ 
Group or Commoditica Frana I Dollan Francs I Dollan InC:!.e + 

Imports 

Foodstuffs .......... 13,167,422 516,163 11,814,250 463,118 -10.3 
Raw materials ....... 35,125,030 1,376,901 29,299,328 1,148,534 -16.6 
Manufactures ....... 9,928,170 389,184 11,230,791 440,247 -13.1 

Total. ............ 58,220,622 2,282,248 52,344,369 2,051,899 -10.1 

Exports 

Foodstuffs., ........ 6,077,916 238,254 5,881,368 230,550 -3.2 
Raw materials ....... 12,568,172 492,673 9,990,600 391,631 -20.5 
Manufactlll"eS .....•. 31,493,063 1,234,528 26,957,684 1,056,741 -14.4 

Total. ............ 50,139,151 1,965,455 42,829,652 1,678,922 -14.6 

1 A decidedly encouraging development is the recent understanding between 
France and Italy concerning the question of naval disarmament. 
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shows the movement of French foreign trade in 1929 and 
1930 for principal commodity groups. The decline in the 
value of imports was due entirely to lower prices. The 
volume of imports in 1930 was actually 2% greater than in 
the preceding year. Imports of raw materials were 3% 
larger in tonnage, but almost 17% lower in value. Total 
exports were 8% lower in volume, but their value declined 
by 15%. The figure of exports of finished manufactures is 
interesting, as it shows a decrease in volume of 10% and a 
decline in value of 14%, in contrast with the situation in 
Germany, where the value of exports declined by 8.1% and 
the volume by 8.7%. 

The only item of foreign trade that shows an increase in 
value in 1930 is the importation of manufactured goods. 
This development may be taken as an indication that the 
manufacturing industries. of France are losing ground to 
their foreign competitors in the French domestic market. 
Particularly striking is the increase of imports from Germany1 

and the decline of exports to that country, shown in the 
following table. 

In million Reichsmarks and dollars 

Year Imports from Germany 

1928.................. 693.4 
1929....... .. . . . . . . . . . 934.6 
1930.................. 1,148.6 I 

$165.2 
222.6 
273.6 

Exports to Germany 

740.8 
641.9 
518.7 I 

$176.4 
152.9 
123.5 

In 1930 Germany became the principal source of French 
imports, taking the place of Great Britain, whose exports to 
France declined from 7,159 million francs, $281 million, in 
1929, tQ 6,089 million francs, $239 million, in 1930. Another 
interesting aspect of the geographic distribution of French 
foreign trade is the maintenance of a substantial export 
surplus to French colonies, shown in Table 15. The colonial 
domain of France is capable of considerable economic ex
pansion. At the present time the purchasing power of the 
colonial population is very low, owing to lack of the means of 
transportation and to generally backward conditions of life. 
The colonial market, however, absorbs a considerable part 

1 Reparation deliveries in kind were $95,5 million in 1928 and $115.8 million in 
1929. 
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of French exports of cotton fabrics, machines, and other 
products turned out by mass production. 

TABLE 15: VALUE or FoREIGN TRADE WITH CoLONIES AND 

FoREIGN CouNTRIES, FRANCE, 1928 TO 1930 
In million francs and dollars 

1928 1929 1930 
Source or Destination 

Frana~ Doll an Frana~ Doll an Frana~ Doll an --1- ----
French colonies 

Exports to .•.•.•.•.. 8,355 328 9,449 370 8,852 347 
Imports from ....... 6,742 264 7,009 275 6,524 256 
Excess of exports .... 1,613 64 2,440 95 2,328 91 

Foreign countries 
Imports from ....•.. 46,694 1,830 51,212 2,008 45,821 1,796 
Exports to .......... 43,019 1,686 40,690 1,595 33,977 1,332 
Excess of imports .... 3,675 144 10,522 413 11,844 464 

Public Finance 
In a recent statement before the Chamber of Deputies, 

M. Palmade, the Minister of the Budget, called attention 
to the rapid growth in government expenditures and warned 
the Deputies against the dangers of budgetary inflation. 
From 1927 to 1930 the budget totals increased from 39,500 
million francs, $1,548 million, to 50,300 million francs, 
$1,972 million, or 21.5%. During the first nine months of 
the fiscal year, ending March 31, 1931, the revenue under the 
general budget amounted to 35,560 million francs, $1,394 
million, or about 1,000 million francs, $39 million, over 
budgetary estimates, as compared with a surplus of 6,605 
million francs, $259 million, in the corresponding period a 
year ago. The Minister of the Budget announced, further
more, that, owing to the voting of supplementary credits, this 
year's surplus of revenues has been actually transformed 
into a deficit, which by the end of the year will amount to 
about 1,500 million francs, $65 million. 

The budget for 1931-1932 provides for expenditures of 
50,145 million francs, $1,966 million, and revenues of 50,252 
million francs, $1,970 million. M. Palmade, however, 
pointed out that the expected surplus of 107 million francs, 
S4 million, was already used up to the extent of 60 million 
francs, $2.3 million, in connection with a bond issue to cover 
the deficit on the railways' common fund. In addition, the 
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new budget does not include 1,800 million francs, S71 mil
lion, formerly charged to the budget as part of the cost of the 
funded debt service. This sum was transferred to the Caisse 
d'Amortissement, an institution charged with the autono
mous administration of the internal public debt. The effect 
of this transfer has been to reduce the Caisse's annual 
capacity for debt extinction from about 6,000 million francs, 
$235 million, to about 4,000 million francs, $157 million.1 

The cost of national defense in 1930-1931 is estimated at 
13,185 million francs, $517 million, or over 26% of the total 
expenditure. The cost of national debt service and pensions 
takes 21,000 million francs, S823 million, leaving only 17,000 
million francs, $656 million, for civil expenditures. By the 
end of the fiscal year 1930-1931 the sufferers from war losses 
in the devastated regions will have received from the state 
79,800 million francs, $3,128 million. Of this sum, 34,875 
million francs, $1,367 million, was paid in cash, and the 
remainder in kind or in long-term bond issues. Additional 
payments will amount to about 6,000 million francs, S235 
million, of which about 2,800 million, SilO million, will be in 
cash. The total indemnities to sufferers in the devastated 
regions will thus amount to about 86,000 million francs, 
$3,371 million. Out of a total of 64,000 destroyed buildings, 
all have been rebuilt except 3,900. Out of a total of7,515,460 
acres of land made useless for cultivation, only 6,500 acres 
still remain to be reconditioned.2 

Domestic Capital Issues 
Domestic capital issues in 1930 amounted to 21,925 million 

francs, S859 million, an increase of 14.3% over 1929. Mort. 
gage and other bond issues were entirely responsible for 
this increase, the issue of shares having declined by almost 
50%, as shown in Table 16. The average rate of int'erest 
for bond issues in 1930 was 4.68%, as compared with 5.36% 
in 1929 and 6.03% in 1928. The average yield of fixed 
interest-bearing securities in 1930 was 3.82%, as compared 
with 4.89% in 1929 and 5.33% in 1928. The corresponding 

t The Economist, January 24, 1931, pp. 168-169; the Statist, January 17, 1931, 
p. 85. 

t Report on the Budget for the Liberated Regions, the Economist, January 31, 
1931, p. 230. 
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figures for securities of variable yield are 3.37%, 2.70%, 
and 2.72%. There was a sharp decline in share prices on the 
Paris Bourse during the past year. The index number of 
share prices, representing 300 securities, declined from 496 
at the end of January, 1930, to 349 at the end of December, 
1930,-base, 1913 =100. Early in 1931 share prices recov
ered a part of their 1930 losses, giving an average yield of 
4.09%. 

TABLE 16: DoMESTIC CAPITAL IssuEs, FRANcE, 

1928 TO 1930 

Type of Issue 

Bonds ............... 
Shares ............... 
New companies ....... 
Capital increases ...... 

Source: The Economist 
In million francs and dollars 

1928 1929 

Franca Dollars Francs 

13,800 541 10,492 
6,552 257 8,316 
1,068 42 996 
5,484 215 7,320 

1930 

Dollars Francs 

411 17,538 
326 4,387 
39 622 

287 3,765 

Dollar• 

687 
172 
24 

148 

On the whole, the economic position of France is remark
ably satisfactory in spite of the prevalence of business de
pression in most other countries of the world. The year 
1930, taken as a whole, has been a year of great industrial 
and commercial activity. The production of coal, pig iron, 
and steel was maintained at a record level. Railway receipts 
were equal to those in 1929. The shipping tonnage estab
lished a new record. Unemployment, although increasing 
toward the end of the year, presents no serious problem. 
The number of workers unable to find work through the 
labor exchanges at the end of 1930 was 26,500 according 
to official figures. While government statistics are ad
mittedly incomplete, and the number of unemployed is 
privately estimated at a much higher figure, still, if it is 
taken into account that France has been forced to import 
several millions of foreign workers

1 
the absence of an un

employment problem is evident. An unsatisfactory aspect 
of the general situation is the poor harvest of 1930. The 
wheat crop amounted to 63 million quintals, as compared 
with 87 million quintals in 1929. The substantial decline in 
world prices of agricultural products, however, has helped 
the situation somewhat in so far as larger quantities can be 
imported at the same cost. 
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Since the Five-Year Plan for the economic development of 
Soviet Russia1 was adopted, in October 1928, it has been 
changed in two important respects. Toward the end of the 
first financial year, in the fall of 1929, the original program 
was revised upward in view of the ease with which the first 
year's estimates were accomplished and even exceeded. 
The second important change was made in September, 1930, 
when it was decided to make the financial or economic year 
identical with the calendar year. The second year ended on 
September 31, 1930, and the period from October 1 to 
December 31, 1930, became known as the "shock" quarter. 

The reason for the second change is sometimes attributed 
to the failure to carry out the second-year program and to the 
desire to make up the deficiency in the "shock" quarter. While 
in several respects the accomplishments during the second 
year were below estimates, there were other and sound 
reasons for the change. Under the new system the results of 
the harvest will be known before the final plan for the suc
ceeding year is drawn up. This information is essential for 
those branches ofindustrywhich are dependent on the supply 
of agricultural raw materials. Furthermore, the building 
season does not close until late in the autumn, and under the 
old plan, the program for the new economic year had to be 
drawn up while building operations were at their highest 
level. In other words, the change in the beginning of the 
economic year from October first to January first was more 
likely due to the need for more accurate planning than to the 
desire to cover and make up the deficiencies of the second 
year of the Plan. 

1 Par value of the Russian ruble is 51.46 cents. All conversions of Russian rubles 
into United States dollars in this book are made at that rate of exchange, since there 
is no dependable method of measuring the probable decline in the purchasing power 
of the ruble. The great increase in the amount of paper currency and the upward 
movement of wholesale prices are suggestive developments. It should also be kept 
in mind that all information coming out of Soviet Russia is censored by the govern
ment. While the self-eriticism of the Soviet press is truly remarkable, it is neverthe
less a fact that it is very difficult to obtain accurate information regarding the 
working of the Soviet economic system. 

42 
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Results of the First Two Years 
The figures of industrial production, published by the 

Soviet Government, show that during the first two years 
the amounts of output scheduled by the original plan were 
generally attained. The revised estimates, made in the fall 
of 1929, however, have been realized only in a few instances. 
As a matter of fact, when the Soviet authorities speak of the 
remarkable accomplishments during the second year of 
the Plan, they refer to the original schedules of production 
and not to the revised estimates. For example, Mr. V. V. 
Kuibishev, Chairman of the State Planning Commission, in 
a recent report, summarizing the results of the first two years 
of the Plan, speaks only in terms of original schedules, ap
parently because favorable comparisons could not be made 
on the basis of revised estimates.1 While this failure to 
accomplish the production schedules under the revised pro
gram shows that in the fall of 1929 the Soviet leaders were too 
optimistic concerning the expansion possibilities of the Soviet 
economic system, it does not materially detract from the 
actual achievements. In 1930 Russia was practically the 
only country which was able to increase its production and 
trade above the 1929 level. The effect of the world-wide 
business depression is visible only in the value and volume of 
Russian exports. 

Figures in Table 17 show the extent to which the produc
tion program, under the original Plan, was accomplished or 
exceeded during the first two years. The Soviet Government 
pays the greatest amount of attention to the heavy industries, 
that is, those producing producers' goods-fuel, iron and 
steel, machinery-which are needed to build up the so-called 
socialized sector of national economy. In 1929-1930 the 
production of coal increased 18.1 %; iron ore, 41.7%; pig 
iron, 25.0%; steel ingots, 19.2%; and rolled steel, 18.4%. 
The output of oil was 30.5% greater than in the first year of 
the Plan. The value of the output of agricultural machinery 
increased from 202 million rubles, $104 million, in 1928-1929 
to 312 million rubles, $161 million, in 1929-1930. During 
the same period the number of tractors produced increased 

1 Amtorg Trading Corporation, "Economic Review of the Soviet Union," New 
York, January 15, 1931, pp. 29-31. 
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from 3,300 to 9,300, and the value of electra-technical equip
ment, from 291 million rubles, $150 million, to 495 million 
rubles, $255 million. 

On the other hand, the production of consumers' goods, 
which contribute directly to the welfare of the population, 
was less satisfactory, owing partly to neglect on the part of 
the authorities and partly to shortage of raw materials. 
Under the Soviet system, the people are forced to live for the 
future, to reduce their consumption requirements to the 
necessary minimum for the sake of future industrial greatness 
and strength. This situation is reflected in the figures of 
cotton, woolen, and linen cloth production shown in Table 17. 

TABLE 17: INDUSTRIAL PRODUCTION, SoviET RussiA, 

1928-1929 AND 1929-1930 • 
In thousand tons 

1928-1929 1929-1930 

Commodity 
Produc- Produc-

Original 
Actual tion as 

Original 
Actual tion as 

Produc- Per Cent Produc- Per Cent 
Program tion of Pro- Program tion of Pro-

gram gram --------
Oil. .................... 13,200 13,100 99.2 14,800 17,100 115.5 
Coal. ................... 41,100 39,700 96.6 46,600 46,900 100.6 
Iron ore ................. 7,100 7,200 101.4 10,200 10,200 100.0 
~a~ganese ore ........... 520 570 109.6 660 610 92.4 
P1g 1ron ................. 4,100 4,000 97.6 5,000 5,000 100.0 
Steelingots .............. 4,700 4,700 100.0 5,200 5,600 107.7 
Rolled steel. . . . . . . ...... 3,600 3,800 105.6 4,000 4,500 112.5 
Cement ................. 2,170 2,260 104.1 3,023 2,991 98.9 
Cotton cloth1 ............ 2,970 2,836 95.5 3,266 2,416 74.0 
Woolen cloth1 ••..•.•••••• lOS 181 172.4 124 132 106.5 
Linen cloth .............. 162 190 117.3 217 216 99.5 
Leather shoes2 ........... 42 39 92.9 50 63 126.0 
Paper and cardboard ...... 410 430 104.9 510 547 107.3 

1 Million square meters, 2 Million pa1rs. 

The total output of state industry during the first two 
years of the Plan was 30,500 million rubles, $15,696 million, 

, or 1,200 million rubles, $618 million, more than the original 
estimates. During the same period the output of producers' 
goods is valued at 13,800 million rubles, $7,101 million, or 
1,200 million rubles, $618 million, above the schedules of the 
original Plan. The tremendous importance that the Soviet 
Government attaches to the development of heavy industry, 
producing means of production, is shown in the fact that in 
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1929-1930 investments in this branch of industry amounted 
to 81.4% of the total investment in large-scale industry, 
which was 3,200 million rubles, $1,647 million. The follow-/ 
ing table shows the investments in the most important 
industries during the first two years of the Plan :1 

1928-1929 1929-1930 

Industry Million Million Million Million 
Rubia Dollars Rubles Doll an 

Metal ......................... 481.4 247.7 1,199.6 617.3 
Fuel .......................... 387.0 199.2 707.0 363.8 
Building materials .............. 34.1 17.5 301.9 155.4 
Chemical ............ 91.4 47.0 389.4 200.4 

Particularly marked are the accomplishments in the 
reconstruction of the oil industry. It is reported that, in 
1929-1930, only 3.6% of all non-gusher oil was produced by 
bailing, as compared with 10.6% in 1927-1928 and 98.9% 
in 1913. Under the bailing method of production all the 
gases and most of the gasoline are lost through evaporation. 
In 1913 only 1.0% of gasoline was extracted from crude 
oil. In 1928-1929 the percentage was 12.7. The cracking 
method has not yet been put in operation, but this year it is 
planned to build over 100 cracking units. By the end of the 
Five-Year Plan it is estimated that cracking plants will have 
a capacity of 18 million tons.2 The development of the coal 
industry, on the other hand, has been less satisfactory and 
represents one of the weak links in the Soviet industrial 
chain. The output of coal for the first two years did not 
come up to schedule under the original Plan and was about 
6 million tons below the revised estimate. In 1929-1930, 
the output of coal was 46.9 million tons. The program calls 
for an output of85 million tons in 1931, an increase of80.9%. 
During the "shock" quarter, October-December, 1930, the 
Plan provided for an output of 21,270,000 tons, while the 
actual production was only 12,790,000 tons. The prospects 
for fulfilling the 1931 program, therefore, do not seem very 
encouraging. The shortage of labor in the mining districts 
and the difficulty of sinking the necessary number of new 
shafts are the principal obstacles to the accomplishment of 
the coal program. 

1 "Eamomic Review," op. cit., February 1, 1931, p. 59. I Ibid. p. 60. 
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Results of the "Shock" §(uarter 
The ambitious program of industrial production for the 

"shock" quarter, October-December~ 1930, was not fulfilled. 
Figures in Table 18 show the degree of accomplishment for 
the principal branches of industry. The production of oil 
was only 0.6% lower than the planned output. The produc
tion of coal, however, was 40.0% lower; iron ore, 24.8% 
lower; steel, 18.9% lower; cotton cloth, 9.1% lower; and 
the output of central power stations 11.8% lower. Cotton 
cloth production not only did not come up to the schedule, 
but was actually lower than in the last quarter of 1929, 
although it increased 125% as compared with the third 
quarter of 1930. The value of the output of large-scale 
industry in the "shock" quarter was 4,460 million rubles, 
$2,295 million, as compared with the scheduled output of 
5,030 million rubles, $2,588 million, and 3,710 million rubles, 
$1,909 million, in the last quarter of 1929. 

Foreign Trade 
The value of exports in 1929-1930was 1,002 million rubles, 

$516 million, and that of imports, 1,069 million rubles, $550 
million. The corresponding figures for 1928-1929 were 878 
million rubles, $452 million, and 836 million rubles, $430 
million. While the increase in the value of trade is satis
factory, the emergence of an import surplus of merchandise 
in 1929-1930 is an unfavorable development. Russian 
foreign trade to a large extent takes place on a basis of barter; 

• goods are exchanged for goods, since Russia is deprived of the 
support of foreign capital markets. The world-wide decline 
of prices of raw materials and agricultural products was as 
harmful to Russia as to any other nation that pays for its im
ports of finished manufactures with its exports of the products 
of primary industries. While world price movements show no 
reflection in the Russian internal market, where the ratio of 
exchange between manufactured goods and raw materials 
and agricultural commodities is determined by the govern
ment according to the needs of socialist economy, in foreign 
markets Russia cannot dispose of its products except at a 
price that the consumers will accept. Since Russia exports 
primarily those products with which the world was over-
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supplied last year, the Soviet Government had to sell its 
exports at any price in order to obtain the cash necessary to 
pay for imports needed to maintain the tempo of its indus-, 
trial program. The peculiar position of the Soviet Govern
ment as a trader in international markets-a trader who has 
a complete monopoly of imports and exports of the Soviet 
Union and who does not have to calculate in terms of profit 
and loss on the basis of competitive prices in the domestic 
market-and the peculiar position that the Soviet Union 
occupies among the nations of the world might he largely re
sponsible for the so-called dumping of Russian products on 
world markets rather than any intention of the Soviet Gov-

TABLE 18: INDUSTRIAL PRODUCTION DuRING THE "SHocK" 

QuARTER, RussiA, OcTOBER-DECEMBER, 1930 
In million tons 

Actual Production 

Commodity 
Planned Actual aa Per Cent of 

Production Production Planned 
Produc:tiOQ 

Oil. ......................... 5,300 5,270 99.4 
Coal ......................... 21,270 12,790 60.1 
Iron ore ..................... 3,630 2,730 75.2 
Steel. ...................... · 1,800 1,460 81.1 
Cotton clothl ....... , ......... 662 602 90.9 
Output of central power plants'. 1,400 1,235 88.2 

1 M1lhon meters. I Million kilowatt hours. 

ernment to bring economic ruin to the competing industries in 
other countries. In the early phases of the Russian industrial 
development, foreign trade is the keystone on which the en
tire economic structure rests. The completion of the Five
Year Plan would he impossible if the Soviet Government 
were not able to pay with goods or credits for imports of the 
necessary industrial equipment and raw materials or if 
foreign countries decided not to sell these materials to 
Russia at any price. 

This importance of foreign trade in the Soviet economic 
development warrants a careful study of the composition of 
trade and its geographic distribution. Before the World 
War, Russia was almost exclusively an exporter of agricul
tural commodities and raw materials. The aim of the Soviet 
Government is to become primarily an exporter of manu-



TABLE 19: VALUE AND VoLUME OF ExPORTS, RussiA, 1928-1929 AND 1929-1930 
In thousand rubles and thousand dollars 

1928-1929 1929--1930 
Percentage Increase + 

Commoditietl or Decrease -

' Rubleo Dollano Tono Rubles Dollaro Tons Value Volume 

Products of the soU ..............•.... 78,143 40,213 293,439 189,259 97,393 2,480,263 +142.2 +745.2 
Wheat. ......................... 1 .. 1 61,099 31,442 922,962 .. 
Rye ............................. 27 14 370 12,924 6,651 323,145 +4;776.7 +8,723.6 
Barley .......................... .. 

14,918 
.. 32,589 16,770 795,658 .. 

+78.5 Flax ............................ 28,989 40,110 34,436 17,721 71,583 +18.8 
Leaf tobacco ..................... 9,203 4,736 8,254 10,227 5,263 8,855 +11.1 +7.3 

Animal products ...................... 133,405 418,650 165,550 87,565 45,061 109,491 -34.4 -33.9 
Skins, undressed .................. 8,651 4,452 5,851 9,571 4,925 9,028 +10.6 +54.3 
Casings ......................... 15,123 7,782 8,380 11,506 5,921 17,259 -23.9 +106.0 
Eggs ...........•................ 27,763 14,287 52,133 10,996 5,659 21,871 -64.5 -58.0 
Butter .......................... 33,713 17,349 27,764 10,809 5,562 9,981 -67.9 -64.1 
Bacon .......................... 10,945 5,632 16,027 4,394 2,261 6,108 -59.9 -61.9 
Poultry, dressed .................. 11,718 6,030 22,226 18,607 9,575 23,978 +58.8 +7.9 

Furs and fisk products ................ 123,330 63,466 33,617 99,050 50,971 40,711 -19.7 +21.1 
Furs ............................ 109,119 56,153 3,527 83,069 42,747 3,484 -23.9 -1.2 
Fish ...................... , ..... 5,895 3,034 27,794 9,008 4,636 35,118 +52.8 +26.4 
Caviar, black .................... 7,166 3,688 831 5,800 2,985 553 -19.1 -33.5 
Caviar, red ...................... 1,150 592 1,465 1,173 604 1,556 +2.0 +6.2 

Total agricultural. .................... 346,315 178,214 549,300 396,665 204,124 2,650,958 +14.5 +382.6 
Lumber and products ................. 138,553 71,299 4,778,105 180,195 92,728 7,367,743 +30.1 +54.2 

Lumber ......................... 77,472 39,867 2,090,669 91,839 47,260 2,767,665 +18.5 +32.4 
Food products ........................ 79,914 41,124 457,040 75,581 38,894 563,355 -5.4 +23.3 

Sugar ........................... 35,183 18,105 124,481 27,345 14,072 108,260 -22.3 +13.0 
Oil cake ......................... 20,300 10,446 229,387 21,585 11,108 336,029 +6.3 +46.5 

Mining products ...................... 176,935 91,051 6.451,605 206,219 106,120 7,891,458 +t6.fi +22.3 
Manganese ore ................... 19,059 9,808 899,969 15,199 7,821 874,518 -20.3 -2.8 
Coal. ........................... 9,953 5,122 1,150,629 16,985 8,740 1,799,219 +70.7 +56.4 
Oil products ..................... 132,614 68,243 3,642,114 157,323 80,958 4,554,863 +18.6 +25.1 

Miscellaneous industrial products ....... 135,879 69,923 381,780 146,610 75,446 396,277 +7.9 +<l.8 

Total. ...................... 877,596 451,611 12,617,830 1,002,270 515,768 18,869,791 +14.2 +49.5 

1 Less than 0.5. 



RUSSIA 49 

factured commodities in competition with the industrial 
nations of western Europe and the United States. The Five
Year Plan calls for a steady increase in the proportion o( 
industrial exports and a decrease in the proportion of agri
cultural exports. In spite of the claims to the contrary on the 
part of Russian authorities, during the first two years of the 
Plan the Soviet Government has not succeeded in materially 
changing the composition of exports, as is shown in Tables 
19, 20, and 21. The share of industrial exports in the total 
was lower in 1929-1930, both in terms of value and volume, 
than in the preceding fiscal year. The greatest expansion 
took place in exports of lumber and lumber products, the 
products of the soil, particulady wheat, rye, and barley, and 
in the products of the mining industry. The exports of" mis
cellaneous industrial products," the only group of commodi
ties which, in addition to manufactured food products, can 
be classified under the heading of manufactures, shows an in
crease in value of only 7.9% and an increase in volume of 
3.8%. The value of grain exports increased from 406,000 
rubles, $209,000, in 1928-1929 to 122 million rubles, $63 
million, in 1929-1930. During the same period the volume 
of grain exports rose from 2,281 tons to 2,269,405 tons. As 
a matter of fact the increase in the value of grain exports 
alone is practically equal to the increase in the total value 
of exports. 

The unfavorable effect of lower prices is seen if the figures 
of volume and value of foreign trade are compared. The 
value of exports is 14.2% higher, while their volume increased 
49.5%. Among the commodities that were particularly af
fected by declining prices may be mentioned wheat and other 
grains, furs, lumber and lumber products, food products, 
and oil and oil products. 

So far as imports are concerned, Russia benefited through 
lower prices, although the gain was not nearly equal to the loss 
in the value of exports, owing to the fact that Russian pur
chases consist mainly of finished manufactures whose prices 
have declined less in proportion than those of raw materials 
and agricultural commodities. Table 20 shows the value 
and volume of principal imports for the first two years of 
the Plan. The value of imports was 27.8% higher, while 

5 



TABLE 20: VALUE AND VoLUME OF IMPORTS, RussiA, 1928-1929 AND 1929-1930 
In thousand rubles and thousand dollars 

1928-1929 1929-1930 Percentage Increase ( +) or 

Commodities 
Decrease (-) 

Rubles Dollars Tono Rubles Dollara Tons Value Volume 

Food products ........................ 68,068 35,027 223,977 86,508 44,517 495,187 +27.1 +121.1 
Grain ........................... 1,512 778 18,949 1,419 730 21~403 -6.2 +13.0 
Rice ............................ 12,047 6,199 47,938 11,858 6,102 49,494 -3.8 -1.6 
Dried fruit ....................... 9,642 4,962 26,560 6,946 3,574 26,010 -28.0 -2.1 
Oranges and lemons ............... 3,658 1,882 14,905 1,391 716 8,394 -62.0 -43.7 
Tea ........................ ····· 29,592 15,228 29,564 23,390 12,036 24,558 -21.0 -16.93 
Herrings ......................... 2,483 1,278 42,369 1,655 3,939 85,229 +208.3 +101.2 

Animal products ...................... 57,482 29,580 74,284 45,769 23,553 88,189 -20.4 +18.7 
Hides, undressed ................. 30,991 15,948 33,706 19,627 10,100 27,099 -36.7 -19.6 

Metals and products .................. 114,027 58,678 446,046 190,898 98,236 828,798 +67.4 +85.8 
Iron and steel. ................... 29,402 15,130 250,112 61,618 31,709 533,678 +109.6 +113.4 
Copper .......................... 13,433 6,913 17,555 19,072 9,814 25,892 +42.0 +47.5 
Aluminum ....................... 4,986 2,566 5,132 8,801 4,529 9,616 +76.5 +87.4 
Lead ..................... ·'··· ... 7,157 3,683 31,858 13,849 7,127 63,445 +93.5 +99.1 
Tin ............................. 9,543 4,911 4,359 11,203 5,765 6,372 +17.4 +46.2 
Zinc ............................ 9,377 4,825 34,711 9,323 4,798 42,778 -0.6 +23.2 
Iron and steel manufactures ........ 30,416 15,652 86,705 52,422 26,976 122,157 +72.4 +40.9 
Wire ............................ 3,824 1,968 10,147 5,245 2,699 16,706 +37.2 +64.6 

Equipment ........................... 215,671 110,984 174,336 438,447 225,625 371,298 +103.3 +113.0 
Industrial machinery .............. 79,659 40,993 68,437 161,744 83,233 129,474 +103.0 +89.2 
Agricultural machinery ..•......... 19,614 10,093 38,061 34,952 17,986 60,923 +78.2 +60.1 
Industrial machinery parts ......... 22,425 11,540 10,759 61,549 31,673 39,360 +174.5 +265.8 
Agricultural machinery parts ....... 4,238 2,180 6,753 8,279 4,260 12,789 +95.4 +89.4 
Tractors ......................... 17,579 9,046 19,717 62,320 32,070 70,083 +254.5 +255.4 
Automobiles ..................... 10,314 5,308 7,138 16,380 8,429 13,998 +58.8 +96.1 
Apparatus ....................... 13,923 7,165 1,199 15,750 8,105 1,629 +13.1 +35.9 

Paper and products .•••.•............. 16,518 8,500 131,078 16,176 8,324 139,099 -2.1 +&.1 



Tell:! lie raw materlaiB aad teztUe produd8 255,920 131,696 212,567 158,642 81,637 159,035 -38.0 -25.2 
Raw cotton ..........•........... 131,107 67,468 123,017 64,668 33,278 67,763 -50.7 -44.9 
Raw jute .•...................... 10,777 5,546 31,575 10,607 5,458 37,585 -1.6 +19.0 
Wool. ...........•.•............. 71,049 36,562 40,369 47,904 24,651 31,978 -32.6 -20.8 
Cotton yarn .•..•.••............. 2,022 1,041 574 1,806 929 696 -10.7 +21.3 
Wool yarn ..................•.... 17,373 8,940 4,109 8,971 4,616 2,946 -48.4 -28.3 
Cotton goods ...•...........•.•.. 2,932 1,509 880 1,754 903 532 -40.2 -39.5 
Flex and hemp goods .•........... 4,969 2,557 5,976 8,474 4,361 8,725 +70.5 +46.0 
Woolen goods .....•..••.....•••.. 4,710 2,424 588 5,359 2,758 575 +13.8 -2.2 

Misc:ellancoua .••.••..••...•.•...•••.. 108,617 65,894 455,632 132,302 68,083 680,724 +21.8 +49.4 
Seeds ......•..••.•••..•...•.•.•. 2,069 1,065 3,504 5,420 2,789 12,847 +162.0 +266.6 
Para rubber .•••....•....•..•...•. 9,592 4,936 10,638 13,743 7,072 16,011 +43.3 +50.5 
Chemicals .••.••.•.•........••... 14,790 7,611 47,881 18,945 9,749 79,059 +28.1 +65.1 
Fertilizers ..••...•..•...•.....••. 6,835 3,517 113,324 8,803 4,530 173,623 +28.8 +53.2 
Tanning materials .•••...•••..••.. 8,079 4,157 42,768 7,619 3,921 45,479 -5.7 +6.3 
Paints and dyestuffs .•......•.••.. 5,707 2,937 3,758 6,462 3,325 5,846 +13.2 +55.6 

Total. ........................ 836,303 430,362 1,717,920 1,068,742 549,975 2,762,330 +27.8 +60.8 
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their volume showed an increase of 60.8%. Attention should 
. be called to large imports of food products, iron and steel 

manufactures, industrial and farm machinery and parts, 
automobiles and tractors, and to lower imports of textile raw 
materials and textile products. 

TABLE 21: CoMPOSITION or RussiAN ExPORT TRADE BY 

CoMMODITY GROUPs, 1928-1929 AND 1929-1930 
Percentage of Total Exports 

Group of Commodities 1928-1929 1929-1930 

Volume Value Volume Value 

Products of the soiL ............ 2.3 8.9 13.1 18.9 
Animal products ............... 1.3 15.2 0.6 8.7 
Furs and fish products .......... 0.3 14.0 0.2 9.9 
Lumber and products ........... 37.8 15.8 39.0 39.6 
Food products ................. 3.6 9.1 3.0 7.5 
Mining products ............... 51.1 20.1 41.8 20.5 
Oil. .......................... 28.9 15.1 24.1 15.6 

TABLE 22: GEoGRAPHIC DISTRIBUTION or FoREIGN TRADE, 

RussiA, 1928-1929 AND 1929-1930 
In million rubles and million dollars 

1929-1930 1928-1929 

Couotry Exports Imports Exports Imports 

Rubles Dollars Rubles Dollars Rubles Dollars Rubles Dollars --------
Argentine ........... 3.7 1.9 22.6 11.6 3.5 1.8 28.9 14.9 
China, excluding Sin-

kiang ............. 9.7 5.0 8.3 4.3 10.9 5.6 20.8 10.7 
France .............. 44.7 23.0 32.2 16.6 43.1 22.2 30.4 15.6 
Germany ............ 214.8 110.5 234.3 120.6 208.5 107.3 188.4 97.0 
Great Britain ........ 237.6 122.3 78.9 40.6 192.5 99.1 44.3 22.8 
Italy ................ 47.2 24.3 10.3 5.3 30.1 15.5 8.2 4.2 
Japan, including For-

14.1 7.3 7.2 3.7 mosa ............. 16.8 8.6 16.2 8.3 
Latvia .. :-........... 70.0 36.0 14.3 7.4 69.9 36.0 15.3 7.9 
Persia ............... 61.6 31.7 47.3 24.3 74.0 38.1 63.7 32.8 
Poland .............. 14.8 7.6 34.8 17.9 12.9 6.6 16.4 8.4 
Sinkiang ............ 15.2 7.8 16.7 8.6 16.0 8.2 13.7 7.1 
Turkey ............. 16.5 8.5 9.9 5.1 17.4 9.0 12.1 6.2 
United States ........ 44.5 22.9 280.3 144.2 38.4 19.8 152.9 78.7 

The Financial Plan for 1931 
According to government estimates, the national income 

of Soviet Russia in 1931 will amount to 49,000 million rubles, 
$25,215 million, showing an increase of 35% over 1930. 
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Almost two thirds of the entire national income for 1931 is 
covered in the Unified Financial Plan shown in Table 23. 
This Plan "includes all the resources of the financial and 
economic institutions of the country: state budget, local 
budgets, state and social insurance, credit system, savings 
banks, and the assets accruing from the economic organiza
tions in the socialized {state and co....operative) sector of in
dustry and agriculture. In short, it represents a comprehen-

TABLE 23: BALANCE SHEET OF THE UNIFIED FINANCIAL 

PLAN oF SoviET RussiA, 1931 
In million rubles and million dollars 

REVENUES Rubia Dollm 

Income from socialized sector. • . . • . • . • . . . . . . . 13,393 6,892 
Taxes ..................................... 11,278 5,804 

Taxes from socialized sector............... 9,280 4,775 
Income from insurance organizations. . . . . . . . . 2,664 1,371 
Total investments of the population. . . . . . . . . . 3,881 1,997 

State loans.............................. 1,300 669 
Deposits in savings banks. . . . . . . . . . . . . . . . • 400 206 

Income from labor unions................... 400 206 
Miscellaneous.............................. 302 155 

Total. ••••••..•.•••••.•.........•..••• 31,918 16,425 

ExPENDITURES 

Total national economy .........•.•......••• 21,099 10,858 
Industry................................ 7,991 4,112 
Electrification........................... 865 445 
Agriculture.............................. 4,795 2,468 
Trade.................................. 2,708 1,394 
Transportation........................... 3,310 1,703 
Municipal enterprises..................... 815 419 

Social and cultural needs.................... 5,785 2,977 
Army and navy.. . . . . . . . . . . . . . • . . . . . . . . . . . • 1,310 674 
Administration ........................ ,... 696 358 
Reserve and other funds-Supreme Economic 

Council ............•.•............ ,..... 430 213 
Payment on state loans..................... 382 197 
State insurance............................ 286 147 
Miscellaneous. . . . . . • . . . . . . . . . . . . . • . . . . . . . . . 430 221 
State reserve fund.......................... 1,500 772 

Total ................................. Ji:9ii 16,425 

sive balance sheet of the national economy as a whole with 
the exception of current expenses for industry and transporta
tion and that of the steadily diminishing part of economy 
still in private hands."l 

The most important sources of income under the plan are 
1 '' Economic Review," op. cit., February 1, 1931, pp. 51-52. 
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the profits of industry, transportation, the cO-Operative and 
other state enterprises, accounting for 42% of the total 
income. The profits of the Soviet Government or its enter
prises, it should be kept in mind, are not determined by the 
forces of supply and demand but by the needs of the govern
ment for cash. Through its absolute control over prices, the 
government can practically determine the rate of profits to 
be earned. Evidence of this price fixing may be seen in 
Table 24. The index numbers of prices in Soviet Russia 
show that during the first two years of the Plan, 1929 and 
1930, there was a marked increase in wholesale prices of 
agricultural and industrial commodities, while retail prices, 
after increasing in 1929 and the first part of 1930, were 
reduced in September, 1930, to the level of January, 1929. 

TABLE 24: INDEX NUMBERS OF WHOLESALE AND RETAIL 

PRicEs, RussiA, 1926-1927 TO 1930 
Base, 1913= 1 

Wholesale Prices Retail Prices 

Year and Month Agricul- Indus- Agricul- Indus-
Total tural trial Total tural trial --------

1926-27 ...................... 1.755 1.566 1.967 2.03 1.88 213 
1927-28 ....................... 1.715 1.567 1.877 2.04 2.04 2.05 
1929-January ................ 1.768 1.666 1.876 2.03 2.09 2.00 

December ............... 1.819 1.749 1.892 2.17 2.34 2.08 
1930-January ................ 1.823 1.755 1.895 2.19 2.36 2.09 

February ...•........... 1.853 1.757 1.954 2.18 2.39 2,09 
March .......•.......... 1.868 1.773 1.968 2.18 2.42 2.07 
April ................... 1.870 1.766 1.980 2.15 2.12 2.21 
May ...........•....... 1.875 1.769 1.987 2.15 2.21 2.12 
June .........•......... 1.872 1.769 1.982 2.16 2.23 2.13 
July .........•.......... 1.887 1.795 1.984 2.18 2.25 2.15 
August ....••........... 1.887 1.795 1.984 2.19 2.26 2.15 
September .............. 1.872 1.760 1.991 2.03 1.98 2.05 
October ................. 1.865 1.743 1.995 2.04 1.98 2.06 

The increase in wholesale prices is significant in view of the 
world-wide decline of prices during 1930.1 In this connection 
it should be pointed out that the volume of currency in cir
culation increased 59.7% during 1930, amounting to 4,291 
million rubles at the end of the year. 

t Wholesale and retail trade in Russia is not at all comparable with the situation 
in other countries, since the Soviet Government itself is in large part the wholesaler 
and retailer. Prices are fixed on the basis of its needs and not by demand and 
supply. The desire and ability to buy play no role. 
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Thl Outlook for 1931 
The failure of the Soviet economy to carry out the pro. 

gram of production for the "shock" quarter does not give 
much hope that the ambitious plan for the third year will 
be accomplished. The difficulties that the Soviet Govern
ment will have to overcome during the current year are ex
ceedingly great. A sufficient supply of fuel, adequate trans
portation facilities, and a supply of skilled labor large enough 
to make possible the great increase in production and trade, 
it seems, can he created only by a miracle. 

During the first two years the output of coal was below 
the estimates, increasing from 39.7 million tons in 1928-1929 
to 46.6 million tons in 1929-1930. In 1931 the output of 
coal is to increase 80.9% to 85 million tons. Since the rate 
of increase in coal production in recent years and recent 
months has been actually declining, and since it was difficult 
to recruit a sufficient number of workers to produce the 
much smaller output in the preceding two years, the accom
plishment of the coal program seems unlikely. The govern
ment, however, plans to open 54 new mines. The output 
per worker is to be increased 25%, and wages, 21%. The 
number of coal-cutting machines will be increased from 
561 in 1928-1929 to 965 in 1931. 

In order to move 85 million tons of coal, the capacity 
and efficiency of the transportation system should be greatly 
increased. In addition, pig iron production is to be increased 
to 8 million tons, or 60%; steel production to 8.8 million 
tons, or 60%; and the output of oil to 25.5 million tons, or 
50%, and the increase in turnover in all other branches of 
industry is to be equally marked. During the "shock" 
quarter the transport system of the Soviet Government did 
not carry out its assignment. The Plan provided for an in
crease in the average speed of freight trains to 14.8 kilo. 
meters per hour. An average speed of only 11.6 kilometers 
per hour was actually achieved. The average daily run of a 
freight locomotive during the last quarter of 1930 was 129.5 
kilometers, as compared with 180 kilometers contemplated 
in the Plan and actually accomplished during the corres
ponding period of 1929. During the second half of December, 
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1930, the number of locomotive breakdowns was 500, as 
compared with 231 in the first half of October. 

There are indications that the labor discipline on railroads 
is declining. In November, 1930, the number of penalties 
for violating the working rules on 16 Soviet railroads was 
50,737, as compared with 45,679 in October.1 The shortage 
of skilled railroad workers is acute. On January 16, 1931, 
the Soviet Commissariat for Labor issued a regulation order
ing all skilled workers and specialists who have, during the 
last five years, been employed on the railroads to leave their 
employments and to return to transport service. The Soviet 

, economic organizations were directed to discover within 
ten days from the publication of the order which of their 
employees have held such positions. Employers violating 
this order will be punished according to the Criminal Code. 
The workers who report for service will be given a subsidy 
of two weeks' wages and will be assigned to work by the 
local agencies of the Commissariat for Labor.2 It is doubtful 
that these workers can be classified as free labor. 

In the final analysis, however, the success or the failure of 
the Five-Year Plan and the Soviet system will be decided 
by the human factor, or more specifically by the labor factor. 
Even if the morale of the people does not break under the 
tremendous strain imposed upon them by the demands and 
regulations of the state and by the undeniably low standard 
of life which they are forced to accept, it is extremely doubt
ful that the Soviet Government can "manufacture" a suffi
cient number of skilled laborers, particularly technicians, 
to take care of the proposed increase in production. Futher
more, the Soviet economic system, which in its essence is a 
system of capitalism with the profit-seeking motive taken 
out of it, has not yet succeeded in diminishing the conflict of 
interests between management and labor. The problem of 
Russia is to create not only a large body of contented workers 
but also a staff of experienced managers and technicians, 
captains of industry, to give it authoritative and high-grade 
industrial leadership. Although the laborer in Russia works 

1 United States Department of Commerce, Russian Economic Notes. Washing. 
ton, D. C., February 20, 1931, pp. 4-5. 

1Ibid., pp. 7-8. 
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for the state, the fruits of his labor theoretically accruing to 
his own interest, and although the so-called capitalist exploi. 
tation has been entirely eliminated, there still remains the/ 
problem of creating an efficient labor force, of eliminating 
malingering, of making the worker conscious that he must 
submit to strict managerial discipline in the cause of efficient 
production and distribution. That all is not well in the re
lations between management and labor in Soviet Russia may 
be seen from the following excerpts from the Soviet Govern
ment Decree of December 15, 1930, concerning the reorgan
ization of labor exchanges, the methods of reducing labor 
turnover, and the more efficient utilization of labor:1 

"(11) Workers, engineers, and technicians who have dis
tinguished themselves as organizers or members of shock 
brigades or as participants in socialist competitions and 
those who have worked for a long time in one enterprise 
or who have made valuable inventions or suggestions as to 
the rationalization of production are to be given the follow
ing privileges: (a) if their living quarters are unsatisfactory, 
they will be the first to be assigned to new houses as soon as 
these are available; (b) their children will be given first con
sideration when applying for admission into colleges, tech
nical institutes, and other higher educational institutions; 
(c) they will be among the first to be sent to rest houses, 
sanatoria, etc.; (d) they will be the first to be sent abroad or 
to other enterprises within the country for further study, to 
improve their qualifications; (e) all efforts will be made to 
send members of their families, upon their application to 
the Labor Offices, to work in the same enterprises where they 
are employed. 

"(12) All workers employed directly in the mining, metal, 
chemical, textile, and building materials industries, in rail
road, water, and automobile transportation, and on large 
construction projects, and who shall have worked in the same 
enterprise for two successive years after November 1, 1930, 
will be allowed an additional three days' vacation a year or 
its equivalent in wages. The transfer of a worker to another 
enterprise, by order of its administration or of the Labor 
Office, will not deprive him of this privilege. · 

a" Economic: Review," op. cit., ]anWU')' 15, 1930, pp. 36-37, 
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"(13) Persons who maliciously interfere with production 
and who leave their work in a socialized enterprise without 
good cause will not be assigned to work in industry or trans-. 
portation for a period of six months from the date of appli
cation for work at a Labor Office. It is the duty of the Com
missariat for Labor, within a month from the date of this 
decree, to define the categories affected by this regulation. 

"(14) Persons registered with the Labor Office and refus
ing without good reason to work at their trades when as-. 
signed to them by the Labor Office, are to be taken off its list 
for six months. 

"(15) Managers of economic organizations and enter
prises in socialized industries are subject to disciplinary 
action by law upon the order of the highest authorities, or to 
administrative action by decision of the Labor Office, for the 
following offenses: (a) improper utilization of skilled work
ers within the enterprise of industry; (b) demands for labor 
in excess of the number set as necessary in the Industrial
Financial Plan; (c) failure to take measures to secure suffi
cient workers in time; (d) failure to pay wages according to 
the schedule established by the collective agreements with 
the trade unions or by government standards; (e) inducing 
workers and members of the administrative and technical 
staffs to change from one enterprise to another; (f) detention 
of workers, executives, or technicians who are subject to 
transfer by order of the Labor Office." 

In 1930 there were 7,442,000 industrial workers in Soviet 
Russia. Of this number, 3,577,000 workers were employed 
in census industries, which include establishments employing 
15 workers or more and using mechanical power and estab
lishments employing at least 30 workers without mechanical 
power. The total number of industrial workers in 1931 is 
to be increased to 8,868,000 workers, and that of census in
dustries to 4,234,000 workers. The plan for 1931 calls for 
the addition of 1,200,000 skilled industrial workers. About 
118,000 workers will be graduated from factory schools, and 
800,000 workers will be trained as skilled workers directly 
on the job in the various enterprises} 

1 Ibid., February IS, 1931, pp. 84-85. 
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Currency and credit deflation, started with the stabiliza
tion of the lira at a level above its internal purchasing power, 
is now being followed by voluntary and compulsory reduc
tions in wages, salaries, and prices, with a view to reducing 
costs of production and to increasing the competitive ability 
of Italian industry. The rumors that the government con
templated lowering the stabilized parity of the lira have been 
emphatically denied by Premier Mussolini, who character
ized such action as "incredible folly which would throw us 
back into a state of indescribable confusion."1 The Premier 
also denied that the government intended to reduce the in~ 
terest on the national debt, confirming the statement made 
by Finance Minister Mosconi before the Italian Senate.2 

Public Finance 
The budgetary situation at the end of 1930 is less satisfac

tory than a year ago. During the first half of the current 
fiscal year, July 1 to December 31, 1930, government rev
enues were 10,204 million lire, $537 million, and expenditures 
were 11,216 million lire, $590 million, leaving a deficit of 
1,012 million lire, $53 million, as compared with a deficit of 
only 295 million lire, $16 million, in the corresponding period 
of 1929-1930. Table 25 shows the ordinary revenues and 
expenditures of the Italian Government during the first six 
months of 1929-1930 and 193Q-1931. Expenditures of the 
Ministeries of War, Navy, and Air increased greatly; in 
193Q-1931 these expenditures were 2,485 million lire, $131 
million, or 30.7% of total ordinary expenditures. At the 
end of 1930 the national internal debt was 88,781 million 
lire, $4,670 million, an increase of 679 million lire, $36 
million, as compared with a year ago. The increase was 

1 The Association of Italian Corporations, "Business and Financial Report," 
Rome, January 1, 19311 p. 2. 

1 Idem, 
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confined entirely to the floating debt, which rose from 3,671 
million lire, $193 million, December 31, 1929, to 4,409 million 
lire, $232 million, December 31, 1930. 

TABLE 25: ORDINARY REVENUES AND ExPENDITURES or 

THE ITALIAN GovERNMENT, FIRST Six MoNTHS 

1929-1930 AND 1930-1931 
In million lire and dollars 

1929-1930 1930-1931 Percent-

Item 
age In-

crease + 
Lire Dollars Lire Dollars or De-

crease---------REVENUE 
National estate .................... 38 2.0 46 2.4 +21.1 
State enterprises and monopolies ..... 100 5.3 117 6.2 +17.0 
Direct taxation .................... 2,293 120.6 2,131 112.1 -7.1 
Stamp duties ...................... 1,427 75.0 1,655 87.0 +16.0 
Excise and customs duties .......... 2,498 131.4 2,716 142.9 +8.7 
Monopoly consumption taxes ... · ..... 1,437 75.6 1,494 78.6 +4.0 
Lottery ........................... 195 10.2 185 9.7 -5.1 
Ministry of Public Works, business 

taxes ...........•............... 10 0.5 8 0.4 -20.0 
Ministry of Foreign Affairs, business 

taxes ........................... 4 0.2 5 0.3 +25.0 
Minor public services ............... 80 4.2 69 3.6 -13.7 
Repayments and contributions .. , .... 162 8.5 146 7.7 -9.9 
Sundry receipts .................... 235 12.4 194 10.2 -17.4 --- - ----Total ........................ 8,478 445.9 8,766 461.1 +3.4 

----------ExPENDITURES 
Ministries 

Finance ..................•..... 2,687 141.4 2,734 143.8 +1.7 
Justice and Public Worship ........ 188 9.9 223 11.7 +18.6 
Foreign Affairs, ................. 86 4.5 87 4.6 +1.2 
Education ...... : ............... 805 42.3 850 44.7 +5.6 
Interior ........................ 355 18.7 388 20.4 +9.3 
Public Works .................... 525 27.6 610 32.1 +16.2 
Communications ................. 296 15.6 318 16.7 +7.4 
War ........................... 1,258 66.2 1,405 73.9 +11.7 
Navy: ........... , ......... , ... 649 34.1 683 35.9 +5.2 
Air ............................ 297 15.6 398 21.0 +34.0 
Colonies ........................ 211 11.1 204 10.7 -3.3 
Agriculture and Forests ... , ...... 149 7.8 173 9.1 +16.1 
Guilds .....................•.... 4 0.2 24 1.3 +500.0 ---------Total. ....................... 7,510 395.0 8,097 425.9 +7.8 

Business Conditions 
During 1930 industrial activity in Italy was about 20% 

lower than in the preceding year. As in Great Britain, this 
decline does not represent a fall from prosperity into depres-
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sion, but means simply that 1930 was a worse year than the 
poor year of 1929. Italian industry and trade had not yet 
adjusted themselves to the level of values created by the, 
stabilization of the currency, when in 1930 the world-wide 
decline in prices necessitated further adjustments and led 
to general reduction in salaries, wages, rents, and prices. 
At the beginning of 1931 these reductions were reflected in a 
higher volume of trade, particularly in the retail trades, 
which for the first time in many months began to replenish 
their stocks. Credit, however, was still restricted, and 
interest rates remained high. 

TABLE 26: PRODUCTION OF METALS, ITALY, 1929 AND 1930 
In tons 

Percentaf In-
Commodity 1929 1930 crease or 

Decrease -

Pig iron ..................... 678,491 534,293 -21.3 
Steel. •...................... 2,142,765 1,774,094 -17.2 
Lead ......•................. 22,668 24,263 +7.0 
Zinc ......................... 15,722 19,031 +21.0 
Aluminum ................... 7,036 8,000 +13.7 
Quicksilver ................... 1,960 1,841 -6.1 

The production of pig iron in 1930 was 21.3% lower than 
in 1929; that of steel, 17.2% lower; and that of quicksilver, 
6.1% lower. The output of lead, zinc, and aluminum, how
ever, was higher in 1930 than a year ago, as may be seen 
from Table 26. The textile industry remained in a state 
of depression. At the end of November, 1930, the total of 
spindle-hours run in Italian cotton mills was 70.5% of cap
acity, and that of loom-hours, 68.5% of capacity. The con
sumption of raw cotton in 1930was 1.9 million bales, a decline 
of 40% as compared with 1929.1 The cotton industry was 
affected by extreme price declines, the disorganization of 
world markets, through revolutions in China, disturbances 
in British India, and monetary difficulties of Argentina. 
The silk industry suffered from low prices and severe compe
tition. The consumption of silk by Italian mills in 1930 is 
expected to be about 500,000 kilos, as compared with about 
750,000 kilos in 1929 and an average annual consumption of 

1 United States Department of Commerce, "Commerce Reports," February 2, 
1931, p. 2i9. 
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about 2 million kilos during the past few years.1 About 18% 
of the workers normally employed in the textile trades were 
entirely unemployed in 1930. The Italian shipyards were 
more active than their principal European competitors, 
owing to the low level of wages, the governmental subsidies, 
and the exemptions from duty on imported materials. The 
automobile industry showed no signs of improvement, in spite 
of the great increase in tariff rates on imported automobiles, 
effective July 1, 1930.2 

At the end of 1930 the number of fully unemployed 
workers was 642,149, as compared with 322,291 in June, 
1930, and 408,748 at the end of 1929. The number of par
tially unemployed increased from 21,349 December 31, 1929, 
to 21,788 a year later. Agriculture and the building industry 
account for 55% of the total number of unemployed. 

Among the most unfavorable aspects of the situation is 
the failure of the harvest. The 1930 wheat crop was about 5.8 
million tons, or 1.2 million tons below that of 1929, accord
ing to official statistics. Imports of wheat during the second 
half o£1930 were 677,013 tons, as compared with 336,174 tons 
in the corresponding period of 1929. The import duty on 
wheat, which was increased from 110 gold lire, $21, to 140 
gold lire, $27, in 1929, was raised to 165 gold lire, $33, 
in 1930. It is estimated that, as a result of the tariff, 
the Italian consumer pays $75 for a ton of wheat, or 
$30 more than it would cost him if the duty were removed. 
It is also estimated that the industrial worker in Italy" pays, 
on the daily bread of his family, a tax amounting to more 
than 10% of his annual wage, and the agricultural laborer 
18%."3 

Foreign Trade 
The value of exports in 1930 was 12,119 million lire, $637 

million, and that of imports, 17,351 million lire, $913 million. 
The corresponding figures for 1929 were 15,236 million lire, 
$801 million, and 21,665 million lire, $1,140 million. The 

1Jdem. 
•" A Picture of World Economic Conditions," op. cit., Vol. V, p. 48. 
a Gaetano Salvemini, "Mussolini's Battle of Wheat," Political Science Quarterly, 

New York, March, 1931, pp. 39-40. 
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surplus of commodity imports was reduced from 6,429 
million lire, S338 million, in 1929 to 5,232 million lire, S275 
million, in 1930. The decline in the value of foreign trade ' 
was due largely to lower prices and not to lower volume of 
trade. Unsatisfactory experience with the operation of the 
prohibitive customs duties on automobiles has induced the 
government to reduce the duty on motor cars weighing over 
2,600 kilograms from 4,400 gold lire to 950 gold lire per ton. 
The import duty on sugar has been increased recently from 
360 gold lire to 450 gold lire per ton. 

TABLE 27: BAcHI's INDEX NuMBERS oF WHoLESALE 
PRICES, 1930 
Base, 1913= 100 

1930 
Item 

Jan. Feb. Mar. April May Juoe July Aug. Sept. Oct. Nov. Dec. 
- - - - - - - - - - -

Ve~etable foods .... 418.8 406.3 400.5 392.1 384.9 387.5 381.3 396.1 385.0 366.0 356.4 339.6 
Ammal foods ...... 325.7 414.5 405.9 408.0 407.5 401.5 394.6 396.9 415.0 410.7 407.3 392.4 
Chemical products. 382.2 379.4 376.3 366.6 363.4 361.0 351.2 357.3 351.5 349.8 341.9 339.4 
Textiles ........... 397.6 379.9 368.7 369.7 363.7 335.3 326.3 325.4 306.5 294.5 296.3 285.2 
Minerals and metals 421.9 418.5 411.0 404.8 394.1 378.9 377.0 377.3 375.6 363.0 362.2 356.3 
Building materials .. 497.7 495.8 493.9 489.9 489.9 481.4 479.1 470.4 483.4 483.4 483.4 462.7 
Plant products ..... 429.4 402.9 363.9 356.2 332.4 319.4 300.6 315.6 299.1 290.5 286.4 276.6 
Miscellaneous ...... 443.9 442.4 439.1 441.0 442.1 445.2 441.7 442.2 443.0 438.3 433.1 426.5 
General index ...... 417.4 408.0 399.7 396.1 390.3 381.6 374.9 379.4 374.6 364.4 360.6 349.6 

The decline in prices of Italian exports was larger than 
that of imports. The general index number of wholesale 
prices in 1930-base, 1913 = 100-was 411.0; that of exported 
goods, 356.1; imported goods, 424.4; and home goods, 406.9. 
The corresponding figures for 1929 are 480.7, 452.8, 491.7, 
and 475.1. The gold index of wholesale prices declined from 
130.5 in 1929 to 111.6 in 1930. The index number of retail 
prices of 21 commodities was 554.2 in December, 1929, and 
482.1 in December, 1930. The Bachi's index numbers of 
wholesale prices for 8 groups of commodities are shown in 
Table 27. 

The balance sheet of the Bank of Italy for December 31, 
1929 and 1930, is shown in Table 28. Attention may be 
called to the small increase in the Bank's holdings of gold 
and to a much larger decrease in balances abroad and foreign 
treasury bills. The note circulation at the end of 1930 was 
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1,094 million lire, $58 million, lower than a year ago, and 
1,615 million lire, $85 million, lower than at the end of 1928. 
The discount rate of the Bank of Italy was reduced from 
7.0% to 6.5% on March 3, to 6.0% on April24, and 5.5% on 
May 19, 1930. Market rates for commercial paper declined 
during the year from 6.75% to 5.5%. 

TABLE 28: THE BALANCE SHEET OF THE BANK OF hALY, 
DECEMBER 31, 1929 AND 1930 

In millions of lire and dollars 

1929 1930 

Lire Dollars Lire Dollars 

AssETS 
Gold in hand ........................ 5,190 273.0 5,297 278.6 
Balances abroad ...................... 3,614 190.1 3,074 161.7 
Foreign treasury bills ............•.... 1,537 80.8 1,254 66.0 
Gold deposited abroad due by s.tate ..... 1,813 95.4 1,784 93.8 
Other cash .......................... 198 10.4 711 37.4 
Inland bills .......................... 4,319 227.2 3,946 207.6 
Bills for collection .................... 33 1.7 33 1.7 
Advances to customers ................ 1,802 94.8 1,662 87.4 
Government securities ................ 1,053 55.4 1,160 61.0 
Sinking fund office securities ........... .1.1.5 

125 6.6 
Credit accounts in the kingdom ........ 219 287 15.1 
Istituto di Liguidazioni, interest account. 456 24.0 527 27.7 
Shareholders' uncalled capital .......... 200 10.5 200 10.5 
Premises ............................ 149 7.8 166 8.7 
Credit with lstituto di Liguidazioni. .... 851 44.8 626 32.9 
Other assets ......................... 1,029 54.1 1,130 59.4 --------Total assets ....................... 22,464 1,181.6 21,983 1,156.3 --------

LIABILITIES 
Notes in circulation ................... 16,774 882.3 15,680 824.8 
Demand drafts outstanding ............ 603 31.7 701 36.9 
Deposits in current account ............ 1,082 56.9 1,420 74.7 
Treasury current account .............. 300 15.8 300 15.8 
Capital ............................. 500 26.3 500 26.3 
Statutory reserve ..................... 100 5.3 100 5.3 
Extraordinary reserve ................. 33 1.7 33 1.7 
Special security accounts .............. 42 2.2 33 1.7 
Treasury fixed deposit account ......... 1,489 78.3 1,386 72.9 
Treasury Istituto di Liguidazioni, interest 

540 28.4 account ........................... 300 15.8 
Sinking fund office current account ..... .. .. 191 10.0 
Sinking fund office security account ..... 125 6.6 
Other liabilities ...................... 1,168 61.4 900 47.3 
Net profit for the year ................ 74 3.9 74 3.9 ---------

Total liabilities ................... 22,464 1,181.6 21,983 1,156.3 



OTHER EUROPEAN COUNTRIES 

BELGIUM 

The economic situation in Belgium in 1930 was on the 
whole more satisfactory than in most other countries, owing 
to absence of unemployment, sound public finance, and a 
large net income on account of international payments. The 
effect of the world business depression was first felt by 
the Antwerp diamond industry, the products of which are 
marketed largely in America. The generally unfavorable 
position of the European iron and steel industry, which led 
to successive reductions of output by the Continental Iron 
and Steel Cartel, is reflected in the greatly decreased pro
duction of pig iron and steel. The coal output, on the other 
hand, established a high record of 28,283,000 tons in 1930. 
The stocks of coal, however, also reached the highest point 
at the end of 1930. As in the case of France, the 1930 decline 
in industrial and trade activity in Belgium represents the 
first pause in the steady expansion of business of the last 
five years. The outlook for 1931 is not clear, the recovery 
in Belgium depending to a large extent on the international 
situation. 

Wholesale prices, after increasing from 1925 to 1929, de
clined in 1930 to the level of 1926. In 1925 the index number 
of wholesale prices-base, 1914= 100-was 558. In 1927, the 
year after the currency stabilization, the index number rose 
to 847, remained approximately the same in the following 
year, and increased to 851 in 1929. The great decline in 
prices, particularly of foodstuffs, textile materials, fuel, 
metallurgical products, brought the index number down to 
745 in 1930. Retail prices, on the other hand, although they 
declined from the high level reached in December, 1929, re
mained on the average as high in 1930 as in the preceding 
year. The index number of retail prices in 1930-base,April, 
1914= 100-was 874, as compared with 875 in 1929. On the 
whole, prices, cost of living, and wages are considerably 

6 65 
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lower in Belgium than in other industrial countries, placing 
Belgian industry in an advantageous position in foreign 
markets. 

TABLE 29: PRoDUCTION oF CoAL AND IRoN AND STEEL, 

BELGIUM, 1929 AND 1930 
In thousand tons 

Commodity 1929 1930 
Percentage 

Increase + or 
Decrease-

Coal. ....................... 26,932 28,283 +5.0 
Stocks, end of December ....... 322 2,483 +671.1 
Pig iron ..................... 4,096 3,393 -17.2 
Steel. .......... .- ............ 4,011 3,270 -18.5 

Foreign Trade 
The value of Belgian exports in 1930 was 26,249 million 

francs, $729 million, a decline of 17.4% as compared with 
1929. Lower prices were largely responsible for the decrease 
in value, since the volume of exports shows a decline of only 
7.9%. The value of imports in 1930, amounting to 30,922 
million francs, $860 million, was 13.1% lower than in 1929, 
while their volume declined 6.4%. Belgium was benefited 
considerably by lower prices of imported raw materials. The 
volume of these imports was 7.7% lower, and their value 
21.2% lower in 1930 than in the preceding year .. The surplus 
of merchandise imports in 1930 was about 1,000 million 
francs, $27.8 million, higher than in 1929 and about 3,500 
million francs, $97.3 million, higher than in 1928. This de.. 
velopment is entirely normal in view of the large net income 
which Belgium receives from its foreign investments, tourist 
expenditures, governmental debts, transit, freights, and emi
grant remittances.1 

Notwithstanding the large surplus of commodity imports, 
the gold reserve of the Bank of Belgium increased from 
5,875 million francs, $163 million, at the end of 1929 to 
6,862 million francs, $191 million, at the end of 1930, while 
during the same period the holdings of foreign bills and 
balances abroad rose from 3,066 million francs, $85 million, 
to 4,852 million francs, $135 million. The discount rate 

1" A Picture of World Economic Conditions," op. cit., Vol. V, p. 55. 



TABLE 30: VoLUME AND VALUE oF FoREIGN TRADE, BELGIUM, 1929 AND 1930 
Volume in Ton1 

Group of Commoditiea 
1929 1930 

Live stock ......•................ 1,449 3,167 
Food and drink .................. 349,517 379,661 
Raw materials and half-finished 

products ..•.•...•............. 4,018,042 3,709,951 
Manufactures ...•.....•......•.. 126,409 112,788 

Total ....................... 4,495,417 4,205,567 

Livestock ....................... 1,436 1,719 
Food and drink ...•.............. 87,044 71,893 
Raw materials and half-finished 

products ..•...•....••......... 1,794,476 1,683,960 
Manufactures .................... 694,829 617,126 

Total. ...................... 2,577,785 2,374,698 

Percentage 
1ncreue + 

or De-

Imports 

+118.6 
+8.6 

-7.7 
-10.8 

-6.4 

Exports 

+ 19.7 
-17.4 

-6.2 
-11.2 

-7.9 

Value in Thouoand Franca and Thouoand Dollan 

1929 1910 

Franca Dollan Franco Dollan 

88,522 2,461 217,048 6,034 
7,239,089 201,247 6,787,025 188,679 

18,486,734 513,934 14,569,053 405,020 
9,603,891 266,988 9,348,623 259,892 

35,578,236 989,075 30,921,749 859,624 

141,550 3,935 152,646 4,244 
2,526,819 70,246 1,932,952 537,361 

10,217,817 284,055 8,168,181 227,075 
18,883,538 524,962 15,995,266 444,668 

31,769,724 883,198 26,249,045 729,724 

Percentage 
Increase+ 

or De-

+145.2 
-6.3 

-21.2 
-2.7 

-13.1 

+7.8 
-23.5 

-20.1 
-15.3 

-17.4 
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of the Bank of Belgium was reduced from 3.5% to 3.0% in 
May, 1930, and to 2.5% in August, 1930. The volume of 
currency in circulation during the year 1930 increased from 
13,437 million francs, $374 million, to 15,818 million francs, 
$440 million. The ratio of gold reserve to total liabilities 
at sight increased from 59.1% at the end of 1929 to 65.5% a 
year later. 

The financial position of the government is sound. A tax 
reduction, amounting to 1,500 million francs, $42 million, was 
voted by the Parliament in the spring of 1930. This reduc. 
cion and lower tax collections owing to business depression 
may result in a budgetary deficit for 1930, since it has not 
been possible to decrease expenditures. The total revenue 
in 1930 was 8,134 million francs, $226 million, as compared 
with 9,636 million francs, $268 million, in 1929. The budget 
for 1930 calls for an expenditure of 11,514 million francs, 
$320 million. 

On the whole, Belgium has been less affected by the world 
business depression in 1930 than most other countries. The 
number of unemployed workers at the end of the year was 
63,585, or 9.3% of the total number of insured workers, as 
compared with 2.4% in December, 1929. The slowing down 
of industrial activity, however, particularly in the coal, iron 
and steel, textile, and diamond industries, assumed serious 
proportions toward the end of 1930, and no definite signs of 
improvement could be seen in the early part of 1931. 

SwEDEN 

Industrial activity in Sweden was higher in 1930 than in 
any other year with the exception of 1929. Lower foreign 
demand for Swedish products and lower prices of these prod
ucts affected unfavorably a number of industries, but the 
volume of trade within the country was maintained at a re. 
markably high level. The general index number of produc. 
tion for 1930 was 131, as compared with 135 in 1929 and 
110 in 1928. 

The saw-mills industry was affected most seriously through 
reduction in foreign sales owing to keen competition from 
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Soviet Russia and Russian price-cutting methods.1 Swedish 
and Finnish saw-mills found it necessary systematically to 
reduce their production and exports. During the first eleven 
months of 1930 the volume exports of sawed and planed 
wood and joiner's wood from Sweden and Finland was 
1,749,000 standards, as compared with 2,215,000 standards 
during the corresponding period of 1929, a decline of about 
20%.2 The sulphite pulp mills are also operating at a much 
lower level than a year ago. The producers in Sweden, 
Norway, and Finland have agreed to reduce their output by 
38%. 

TABLE 31: INDEX NuMBERS or PRODUCTION, SwEDEN, 1929 
AND 1930 

Base, 1923-1924= 100 

Iron Ore Iron Wood Pa~r Total 

Month 
and Steel and ulp lndu 

1929 1930 1929 1930 1929 1930 1929 1930 1929 1930 - - - - - -
January .......... 202 217 134 136 104 91 218 232 148 151 
February ......... 187 189 124 125 127 140 159 176 134 144 
March ........... 161 185 129 121 128 139 163 196 135 149 
April. ........... 202 215 131 121 121 133 196 196 146 149 
1\fay ............. 184 226 141 118 101 131 146 164 130 140 
June .•........... 198 198 139 112 93 112 155 134 129 123 

uly ............. 189 196 141 127 92 101 152 150 129 130 
August ........... 186 158 152 113 91 102 158 139 133 120 
September ........ 182 193 147 127 99 97 153 148 131 127 
October .......... 186 175 138 117 113 103 152 144 134 126 
November ........ 284 152 148 110 102 98 158 143 137 120 
December ........ 200 149 135 115 102 93 149 145 130 120 

The iron ore producers felt the effects of the generally 
unsatisfactory position of the European iron and steel in
dustry, and particularly of the lower demand on the part of 
German producers. The production of iron was reduced by 
about 15%, while exports were 30% lower in 1930 than in 
1929. The volume of exports of iron ore, paper pulp, and 
sawed and planed wood goods, during the first eleven months 
of 1929 and 1930, is shown in the following table: 

Commodity 1929 1930 
Iron ore, in thousand tons....................... 8,778 7,482 
Paper and pulp, in thousand tons ............•... 15,758 13,724 
Wood goods, in thousand standards.............. 965 837 

1 Sk.andinaviska Kreditaktiebolaget, "Quarterly Report," Stockholm, January 1 
1931. 

1 ldem. 
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An important group of industries, however, which is not 
included in the production index of the Svensk Finanstidning 
shown in Table 31, succeeded in maintaining activity in 1930 
at the level of 1929. This is particularly true of the engineer
ing establishments and shipyards. The value of exports of 
electric motors, separators, and telephone and telegraph 
apparatus was higher in 1930 than in the preceding year in 
spite of lower prices, as shown in Table 32. 

TABLE 32: VALUE OF ExPoRTS OF MoToRs AND APPARATus, 
SwEDEN, FIRST ELEVEN MoNTHs, 1929 AND 1930 

In thousand kronor and dollars 

1929 1930 Percen.. 

Product 
tage In. 
crease+ 

Kronor Dollars Kronor Dollars or De-
crease---------

Electric motors, !{enerators, etc ... 29,520 791.1 32,270 864.8 +9.3 
Internal combustion motors ..... 16,640 446.0 18,380 492.6 +10.5 
Separators .................... 16,630 445.7 16,830 451.0 +1.2 
Roller and roller bearings ....... ·33,490 897.5 29,050 778.5 -13.3 
Telephone and telegraph appa· 

ratus ......... · .............. 12,660 339.3 13,900 372.5 +9.8 

The total value of exports in 1930 was 1,545 million kronor, 
$414 million, and that of imports, 1,648 million kronor, $442 
million. The corresponding figures for 1929 are 1,812 million 
kronor, $486 million, and 1,783 million kronor, $478 million. 
The excess of exports, which in 1929 amounted to 30 million 
kronor, $8 million, was replaced in 1930 by an import sur
plus of 103 million kronor, $28 million. This should not 
be taken as an unfavorable development, since Sweden has 
a net income from abroad on account of freight services, 
emigrant remittances, and interest on capital investments 
which is sufficient to offset the deficit on account of merchan
dise trade and leave a surplus for investment abroad. For 
1929 the net income on account of the so-called invisible 
items in the Swedish balance of international payments is 
estimated at 240 million kronor, $64 million.1 

The position of the Bank of Sweden is remarkably strong. 
On January 24, 1931, the gold reserve and balances held 
abroad by the bank were practically equal to the entire note 

1 Ibid., October, 1930, pp. 72-73. 
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circulation, as shown in Table 33. The supply of money was 
plentiful throughout 1930. The discount rate of the bank 
was reduced from 4.5% to 3.5% during the year. Total 
bank clearings were higher in 1930 than a year ago, but the 
volume of bills discounted was lower. , 

TABLE 33: BALANCE SHEET OF THE BANK OF SwEDEN, 
JANUARY 25, 1930, AND JANUARY 24, 1931 

In thousand kronor and thousand dollars 

1930 1931 

Kronor Doll an Kronor Dollars ------
AssETS 

Gold reserve ..........•...•.••..•.... 244,383 65,495 240,729 64,515 
Government securities 

Domestic .......................... 22,140 5,934 3,410 914 
Foreign .................. , ........ 51,359 13,764 63,949 17,138 

Other Swedish bonds '\uoted on foreign 
162 43 84 22 bourses ....•..••...•.•.•.•...••.•. 

Bills payable 
Sweden .... , .........•. , .....•.•.. 178,784 47,914 139,111 37,282 
Foreign countries ................... 125,938 33,751 66,454 17,810 

Balances abroad ...............•...... 59,148 15,852 235,977 63,242 
Advances on government bonds ........ 42,103 11,284 29,448 7,892 

LIABILITIES 
Notes in circulation ..........•.•...••. 460,146 123,319 478,519 128,243 
Government deposits ......•.......... 200,074 53,620 222,606 59,658 
Private deposits ...................... 11,882 3,184 26,703 7,156 

The index number of wholesale prices, prepared by the 
Svenska Handelsbanken, base-1913 = 100-declined from 
135 in January, 1930, to 118 in December. During the same 
period the index number of prices of imported commodities 
declined from 116 to 93, and that of exported goods from 
141 to 127. The cost of living, on the other hand, remained 
practically unchanged. By the end of the year, according to 
the National Unemployment Commission, the number of 
unemployed workers seeking assistance increased to 25,000, 
as compared with 10,000 a year ago. The number of union 
members unemployed in November, 1930, was 51,000, or 
14% of the union membership. 
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NoRWAY1 

Like Sweden, Norway has been relatively free from the 
effects of business depression during 1930, although towards 
the end of the year signs of declining activity became notice. 
able. Unemployment in 1930, as shown in Table 34, has, 
on the whole, been lower than in any year since 1926, but 
in the last quarter of 1930 the situation changed for the 
worse, and in January, 1931, the number of unemployed 
workers rose to 28,596, as compared with 24,393 a year ago. 
The wood products, electro~chemical, metallurgical, and 
shipbuilding industries were particularly depressed, and at 
the beginning of 1931 no signs of improvement were visible. 

TABLE 34: UNEMPLOYMENT, NoRWAY, 1926-1930 
Month 1926 1927 1928 1929 1930 --------January ...................... 26,663 29,271 28,031 24,393 22,549 

February ..................... 28,185 30,837 28,290 24,584 22,974 
March ........................ 26,392 29,112 26,692 23,821 22,533 

~:;:::::: : : : : : : : :·: : :: : : : : : : : 24,645 27,406 24,719 22,228 19,829 
21,791 23,811 18,871 18,000 16,376 

June ......................... 19,300 19,854 16,747 14,547 13,939 
July .......................... 16,344 15,996 15,365 12,417 11,987 
August ....................... 16,658 15,727 15,817 12,493 12,923 
September .................... 20,128 18,915 17,859 15,525 17,053 
October ....................... 23,676 21,957 20,464 18,420 20,363 
November .................... 27,261 25,245 23,033 20,546 24,544 
December ..................... 30,558 28,532 24,223 22,092 27,157 

The value of exports in 1930 was 684 million kroner, 
$183.3 million, and imports 1,067 million kroner, $286.0 
million. The corresponding figures for 1929 are 752 million 
kroner, $201.5 million, and 1,073 million kroner, $287.6 mil
lion. The excess of merchandise imports increased from 321 
million kroner, $86.0 million, in 1929 to 383 million kroner, 
$102.6 million, in 1930. The decline in the value of exports 
was due mainly to lower exports of herring and fis~, canned 
goods, fats, oils, tar, cellulose, paper, and lumber, as may be 
seen from Table 35. 

In 1929-1930 government expenditures were 396 million 
kroner, $106.1 million, and revenues 411 million kroner, 
SllO.l million, including 34 million kroner, $9.1 million, 

1 Sources of information: Norges Bank, Monthly Reports; The Economist; The 
Statist; Commerce Reports. 
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secured through public loans. In 193~1931 the budget pro
vides for expenditures of 385 million kroner, $103.2 million, 
and revenues of 370 million kroner, $99.2 million, the surplus 
from 1929-1930 being sufficient to balance the accounts. 
No increase in public expenditures is contemplated for 
1931-1932. On December 31, 1930, the public debt of 
Norway was 1,540 million kroner, $412.7 million, as com
pared with 1,565 million kroner, $419.4 million, a year ago. 

TABLE 35: VALUE or PRINCIPAL ExPoRTs, NoRWAY, 

1929 AND 1930 
In million kroner and dollars 

1929 1930 Perce11w 
tage .... 

Commodity creue + 
Kroner Dollar• Kroner Dollara or J)e. 

creue-------
Herring and fish ............... 111.3 29.8 106.8 28.6 -4.0 
Canned goods. , ............... 25.9 12.3 35.5 9.5 -22.7 
Fa tsb oils, tars, etc .............. 57.2 15.3 39.9 10.7 -30.2 
Tim er ....................... 39.6 10.6 32.8 8.8 -17.2 
Cellulose, paper, etc ............ 194.1 52.0 172.7 46.3 -11.0 

The index number of wholesale prices-base, 1913 = 100-
declined from 150 in January, 1930, to 135 in January, 1931. 
During the same period the index of prices of vegetable 
foodstuffs declined from 146 to 111; animal foodstuffs, 
147 to 146; chemical and technical goods, 185 to 156; tex
tile goods, 180 to 151; iron and other metals, 137 to 118. 

The gold and bullion reserve of the Bank of Norway was 
146 million kroner, $39.1 million, on January 15, 1931, as 
compared with 147 million kroner, $39.4 million, a year ago. 
During the same period the bank's holdings of foreign bills 
and balances abroad declined from 36 million kroner, $9.6 
million, to 24 million kroner, $6.4 million; discounts and 
loans, from 228 million kroner, $61.1 million, to 183 million 
kroner, $49.0 million; and notes in circulation, from 297 
million kroner, $79.6 million, to 290 million kroner, $77.7 
million. 

THE NETHERLANDS 

While evidences of business depression can be seen in the 
Netherlands, the country as a whole has enjoyed during the 
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past year a fairly satisfactory degree of industrial and trade 
activity. The most unfavorable factor in the situation has 
been the severity of business depression in the Dutch East 
Indies owing to extreme declines in the prices of colonial 
products, sugar, rubber, tin, and coffee. 

Satisfactory conditions prevailed during 1930 in the 
electrical industry, repair-yards, ready-made clothing, super
phosphate and sulphuric acid industries, and glass works. 
The margarin industry was affected unfavorably by the decline 
in orders from the East Indian estates and from the oil indus
try.1 The output of coal increased from 11,582,000 tons in 
1929 to 12,224,000 tons in 1930, and the number of coal 
miners from 35,485 to 37,553. The shipping industry re
mained in a state of depression throughout the year, and 
there are no prospects of an early improvement. The whole
sale trade was unsatisfactory owing to extraordinary de
clines in prices. Wholesale prices as a whole were 17.1% 
lower in 1930 than in 1929, and those of foodstuffs were 
20% lower.2 The retail trade, on the other hand, was fairly 
active. Unemployment increased from 45,000 in December, 
1929, to 90,000 in December, 1930. These figures, however, 
include only the workers registered at the Labor Exchanges, 
and total unemployment very likely exceeds 100,000 workers. 

Foreign Trade 
The value of exports in 1930 was 1,719 million guilders, 

$691 million, and that of imports, 2,418 million guilders, 
$972 million. The corresponding figures for 1929 are 1,989 
million guilders, $800 million, and 2,752 million guilders, 
$1,106 million. The excess of merchandise imports in 1930 
was 699 million guilders, $281 million, or 63 million guilders, 
$25 million, less than in the preceding year. The decline 
in the value of foreign trade, however, was due entirely to 
lower prices, the volume of both exports and imports being 
actually higher in 1930 than in 1929. Holland is a free-trade 
country. Certain articles are subject to an import duty of 
8%, but this is imposed for revenue and not for protection. 

1£. Heldring, "New Year's Address delivered to the Amsterdam Chamber of 
Commerce," Amsterdam, 1931, p. 39, 

I Ibid., p. 40. 



TABLE 36: VALUE oF FoREIGN TRADE, THE NETHERLANDs, FIRST ELEVEN 1\foNTHS oF 1929 AND 1930 
In thousand guilders and thousand dollars 

lmporu Exporu 

Group of Commodities 1929 1930 1929 1930 

Guilden Dollaro Guilden Doll an Guildero Doll an Guildero Doll an 

Livestock .•••.•.....•.••••••••••••••..••. 4,365 1,754.7 5,846 2,350.1 13,598 5,466.4 14,001 5,628.4 
Food, fodder, and drink 

Raw materials and semi-manufactures .•••. 406,604 163,454.8 339,131 136,330.7 339,861 136,624.1 291,351 117,123.1 
Manufactures ...••.••.....•••.••••.••.. 140,744 56,579.1 106,387 42,767.6 344,852 138,630.5 294,937 118,564.6 

Raw materials and half-finished products 
Animal ..•.••..•.•••••...•..•.••..•.•.. 103,110 41,450.2 80,522 32,369.8 44,430 17,860.9 33,149 13,325.9 
Vegetable .•••••.•••••••••..•..••..•••.. 470,777 189,252.4 380,293 152,877.8 116,375 46,782.8 91,188 36,657.6 
Mineral. •••.....••••••..•.•••.•.••••••. 329,391 132,415.2 316,167 127,099.1 131,7821 52,976.4 129,2371 51,953.3 

Manufactured goods .••••..••••••••.••••••. 1,074,557 431,971.9 1,017,817 409,162.4 802,9202 322,773.8 688,3751 276,726.7 
Miscellaneous goods .••••••••••••••.••••••. 8,314 3,342.2 7,153 2,875.5 51,818 20,830.8 59,233 23,811.7 

Total. ................................. 2,537,862 1,020,220.5 2,253,316 905,833.0 1,845,636 741,945.7 1,601,471 643,791.3 

' Bunker coal for Dutch ships not included. • Bunker oil for Dutch ships not included. 
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The ability of Holland to maintain the value and volume of 
its foreign trade at a remarkably high level in 1930 is at
tributed to the absence of artificially created and protected 
industries. 

The unfavorable position of Dutch agriculture, however, 
has created a strong demand for protective legislation. The 
Lower House of Parliament has passed a bill providing for 
compulsory use of domestic flour in the manufacture of bread 
in order to promote the consumption of home-grown wheat. 
It is also proposed to grant a state credit of 4.5 million guild
ers, $1,809,000, at 2% interest to the potato flour industry, 
which finds itself in great difficulties owing to the large 
crops of the last three years.1 While this legislation would 
not involve imposition of tariff duties, it is strongly opposed 
by important industrial and commercial leaders, who do not 
favor any kind of governmental interference with, or as
sistance to, business. 

Public Finance 
Holland is one of the few fortunate countries in which the 

tax burden has been steadily reduced in recent years. In 
1926-1927 a married man with 2 children, having a net in
come of 5,000 guilders, $2,010, paid an income tax of 185.75 
guilders, $74.67, or 3.7% of his income. In 1930-1931 the 
income tax takes only 2.4% of his net income, or 119.76 
guilders, $48.14.2 Government revenues in 1930 amounted 
to 601 million guilders, $242 million, exceeding budgetary 
estimates by 20 million guilders, $8 million. In spite of lower 
tax rates, the yield from the income tax was 82 million guild
ers, $33 million, in the first 11 months of 1930, as compared 
with 76 million guilders, $31 million, in the corresponding 
period -of 1929. 

The position of the Netherlands Bank is excellent. On 
February 2, 1931, the gold reserve of the Bank was 436 
million guilders, $175 million, as compared with 437 million 

1 Amsterdarnsche Bank, "Financial and Economic Review," Amsterdam, Janu. 
ary, 1931, p. ll. . 

1 Rotterdamsche Bankvereeniging, "Monthly Review," Rotterdam, February, 
1931, p. 53. 
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guilders, $176 million, on February 3, 1930. During the 
same period the Bank's holdings of foreign bills increased 
from 211 million guilders, $85 million, to 250 million guilders, 
$101 million. The ratio of reserves, not including foreign 
bills and credits, to liabilities was 53.5% on February 2,' 
1931, as compared with 55.0% a year ago. 

TABLE 37: BALANCE SHEET OF THE NETHERLANDS BANK, 

FEBRUARY 3, 1930, AND FEBRUARY 2, 1931 
In thousand guilders and thousand dollars 

1930 1931 

Guilden Doll all Guilder~ Dollm 

Gold in hand ..•••••• ,, ••• , 437,019 175,681.6 436,088 175,307.4 
Silver in hand ...•.••.•••••. 27,298 10,973.8 26,800 10,773.6 
Notes in circulation .••••••.. 823,734 331,141.1 841,530 383,295.1 
Other liabilities .••••••..••. 20,482 8,233.8 23,623 9,496.4 
Bills in hand., •.•.......... 52,204 20,986.0 48,295 19,414.6 
Advances ..• , ••••••••••••. 112,414 45,190.4 87,073 25,003.3 
Foreign bills ............... 211,308 84,945.8 250,373 100,649.9 
Miscellaneous! ............. 22,809 9,169.2 36,828 14,804.9 

'Including balances abroad. 

Capital issues in 1930 were higher than in any other year 
since 1920, with the exception of 1928. Table 38 shows the 
value of home and foreign capital issues for 1929 and 1930. 
The increase in 1930 was due entirely to larger foreign loans, 
home issues being considerably lower than in 1929. The 
largest single issue was the German International Loan of 73 
million guilders, $29 million. Germany was the largest 
single borrower, receiving a total of 132,516,005 guilders, 
$53,271,434, or 55.6% of all Dutch foreign issues in 1930. 
Belgium and Belgian Congo borrowed 40,610,125 guilders, 
$16,325,270, in 1930, or 17.0% of the total. With the ex
ception of 3 small Chilean issues and 1 loan of 5,760,000 
guilders, $2,315,520, to the State of Sao Paulo, Brazil, no 
loans were made to South American countries. More than 
80% of all foreign issues in 1930 were floated in the first 
six months of the year. Political disturbances in Germany 
and revolutions in South America brought about an almost 
complete cessation of Dutch foreign lending in the second 
half of 1930. 
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TABLE 38: CAPITAL IssuEs, THE NETHERLANDs, 

1929 AND 1930 
1929 1930 

Type of Issue 
Guilders Dollara Guilders Dollars 

HoME rssuEs •••• , ••••• 406,282,895 163,325,724 355,744,076 143,009,118 
New issues ....•.••.. 325,259,190 130,754,195 289,857,916 116,522,882 
Conversion issues .• , .. 81,023,705 32,571,529 65,886,160 26,486,236 

FOREIGN ISSUES.,,,,,,. 138,100,975 55,516,592 240,164,118 96,545,975 
New issues ..••.•.•.. 138,100,975 55,516,592 238,466,618 95,863,580 
Conversion issues ..•.. .. .. 1,697,500 682,395 

Total issues ........ 544,383,870 218,842,316 595,908,194 239,555,093 

There is considerable opposition in Holland to the Chad
bourne plan for sugar controP It is felt that the plan in
volves undue sacrifices for the Java sugar industry and is in. 
tended primarily to favor Cuban sugar producers and the 
American beet-sugar indu'stry. It is pointed out that the 
latter are not contemplating any restriction of production, 
and that the duty on sugar imports from Cuba to the United 
States is 20% less than on sugar from other countries. Re. 
striction of production would benefit Cuba through the in
crease in price, but the Java industry, whose strongest point 
is its low production cost, would derive a doubtful benefit 
from it. Furthermore, the Dutch interests feel that the co. 
operation of Russia and Peru is necessary for the successful 
operation of the plan.2 

CzECHOSLOVAKIA 

The effect of business depression in Czechoslovakia is seen 
in the large increase in unemployment, lower output of coal, 
pig iron, and steel, marked decline in exports and imports, 
and acute crisis in the textile industry and in agriculture 
owing to unremunerative prices. In December, 1930, the 
number of unemployed workers was 230,766, as compared 
with 52,809 in December, 1929. The output of coal declined 
from 22,560,000 tons in 1929 to 19,129,000 tons in 1930; 
that of pig iron, from 1,619,000 tons to 1,420,000 tons; 
and that of steel, from 2,145,000 tons to 1,820,000 tons. 
The difficulties of the textile industry were increased owing 

1 See pp. 87-92. s Rotterdam.sche Bankvereeniging, op. cit., pp. 6J..64. 
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to the cancellation of numerous Hungarian orders after the 
failure of commercial negotiations between Hungary and 
Czechoslovakia. 

The index number of wholesale prices-base, July, 1914 ~ 
100-declined from 862 at the end of 1929 to 752 at the end 
of 1930. During the same period the index numbers of the 
cost of living! declined from 745 to 706. In order to stimu
late trade, the Czechoslovak iron and steel producers reduced 
the price of construction iron by 10 crowns,$0.30, per quintal, 
which has led to a reduction in the wholesale price from 156.2 
crowns, U.62, to 142.0 crowns, U.20, in December, 1930. 
Marked price reductions are also practised by the lumber, 
ceramic, glass, and chemical industries.2 

TABLE 39: VALUE or FoREIGN TRADE, CzECHOSLOVAKIA, 

1929 AND 1930 
In million crowns and million dollars 

Group of Commoditiu --......---- -----.--- lncrea~e + I 
1929 I 1930 I Peuentage 

Crown• I Dollarw Crown• I Dollarw :!a~-
Imports 

Live stock .•................ 950 28.1 723 21.4 -23.9 
Foodstuffs and beverages., .. ,. 2,918 86.4 2,650 78.5 -9.2 
Raw materials .......... , .... 9,777 289.4 7,128 211.0 -27.1 
Finished manufactures ..•..•.. 6,234 184.5 5,149 152.4 -17.4 
Return merchandise ... , •..•.. 60 1.8 45 1.3 -25.0 -----Total. .................... 19,939 590.2 15,695 464.6 -21.3 

Exports 

Live stock ...........•....... 35 1.0 54 1.6 +54.3 
Foodstuffs and beverages .•.•.. 2,341 69.3 1,705 50.5 -27.2 
Raw materials ............... 3,433 101.6 2,792 82.6 -18.7 
Finished manufactures ........ 14,606 432.4 12,865 380.8 -11.9 
Return merchandise .••• , ...•. 68 2.0 63 1.9 -7.4 - ----Total. .................... 20,483 606.3 17,749 517.4 -14.7 

The value of exports in 1930 was 17,479 million crowns, 
S517 million, and that of imports, 15,695 million crowns, 
U65 million. The former was 21.3% lower and the latter 
14.7% lower than in 1929. The surplus of merchandise 
exports over merchandise imports in 1930 was 1,784 million 

a A wage-earner's family o( five members. 
1 National Bank of Cuchoslovakia, "Bulletin;• No. 1, 1931. 
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crowns, S53 million, as compared with 444 million crowns, 
S16 million, in 1929. The value of important exports and 
imports in the last ten years is shown in Table 40. On the 
whole, Czechoslovak industry has been able to maintain a 
relatively high level of exports owing partly to the great 
variety, good quality, and low price of products exported. 

TABLE 40: VALUE OF PRINCIPAL ExPORTS AND IMPORTS, 

CzECHOSLOVAKIA, 1929 AND 1930 
In million crowns and million dollars 

Commodity I 1929 1--1..,..93-0 --1 ~~~~:~!a~ 
Crowns _I Dollars Crowns I Dollar• cr::aoDe--

Exports 

Sugar ...••.................. 1,068 31.6 828 24.5 -22.5 
Wood .•..................... 615 18.2 503 ' 14.9 -18.2 
Cotton goods ................ 2,883 85.3 2,412 71.4 -16.3 
Woolen goods .•...•.•.••..... 2,106 62.3 1,674 49.6 -20.5 
Iron and sted ...............• 1,804 53.4 1,892 56.0 +4.9 
Machinery .................. 547 16.2 473 14.0 -13.5 
Glass and products ........... 1,379. 40.8 1,154 34.2 -16.3 
Leather and products ......... 1,420 42.0 1,148 34.0 -19.2 
Paper and products ........... 466 13.8 468 13.9 +0.4 

Imports 

Grain, flour, etc .............. 1,154 34.2 1,143 33.8 -1.0 
Vegetables .•..•..•.......... 858 25.4 650 19.2 ·-24.2 
Raw cotton .................. 1,953 57.8 1,411 41.8 -27.8 
Total cotton ..•.............. 2,417 71.5 1,797 53.2 -25.1 
Machinery ...•...•...•...... 796 23.6 581 17.2 -27.0 
Iron and steel. ............... 763 22.6 504 14.9 -33.9 

The relatively favorable economic position of Czecho-. 
slovakia is to a large extent due to the sound fiscal policies 
of the government. Since 1925 the Czechoslovak budget 
has yielded a surplus of revenues over expenditures. The 
budget for 1931 provides for expenditures of 9,839 million 
crowns, $291.2 million, and revenues of 9,844 million crowns, 
S291.4 million. As compared with 1930, expenditures are 5% 
greater.1 This departure from the policy followed during the 
last five years became necessary as a result of larger require
ments for pensions and obligations assumed by the govern-
ment in settlement of its war debts to the Allies. · 

1 The Economist, January 3, 1931, p. 18; Commerce Reports, February 2, 1931, 
pp. 28Q-281. 
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The position of the National Bank of Czechoslovakia is 
sound. The gold and silver reserve increased from 1,262 
million crowns, $37.4 million, at the end of January, 1930, 
to 1,544 million crowns, $45.7 million, a year later. During' 
the same period the Bank's holdings of foreign exchange and 
balances abroad increased from 2,116 million crowns, $62.6 
million, to 2,283 million crowns, $67.6 million, while the 
volume of bank notes in circulation declined from 4,101 
million crowns, $121.4 million, to 3,745 million crowns, 
$110.9 million. The discount rate of the National Bank was 
reduced from 5.0% to 4.0% in 1930. The Bank's control 
over the money market, however, is very slight, and the 
cartel of commercial banks has kept the cost of commercial 
credit at about 9.0%.1 

l Commerce Reports, February 2, 1931, p. 280. 
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During the first half of 1930 industrial and trade activity 
in Canada was on the whole fairly satisfactory in comparison 
with conditions in other countries of the world. In the 
second half of the year, however, a serious decline in business 
set in, and no definite signs of improvement were visible 
early in 1931. The index number of employment-base, 
1926=100-includingalllinesof activity, declined from 118.9 
in July, 1930, to 100.7 in February, 1931. Particularly 
marked declines in employment occurred in the manufac
turing, transportation, and construction industries. The 
number of applicants f9r work increased from 42,000 in 
July, 1930, to 86,000 in January, 1931. The production of 
automobiles and trucks, iron and steel, and newsprint was 
greatly curtailed. The newsprint industry is faced with the 
problem of overproduction and reduced markets. Its output 
in 1930 is estimated at 2.5 million tons, as compared with 
2,728,800 tons in 1929. 

The gross value of the production of manufactures in 
1930 is estimated at $3,409 million; that of construction, at 
$565 million; and that of mining, at $245 million. As com
pared with 1929, the construction and mining output was 
21.0% lower in value, and the output of manufactures, 
15.9% lower. The per capita production in 1930was $530.00, 
or about 20% lower than in 1929. 

The value of imports for home consumption in 1930 was 
22.4% lower, and that of exports of domestic produce, 
25.1% lower than in 1929. The value of imports was $1,008 
million, and that of exports $905 million in 1930. The effect 
of the tariff legislation passed at the emergency session of 
Parliament in September, 1930, is perhaps reflected in the 
great decline in imports during the last quarter of the year. 

1 Sources of information: Royal Bank of Canada, Monthly Letter, Quebec; 
Canadian Bank of Commerce, Monthly Commercial Letter, Montreal; Dominion 
Bureau of Statistics, Monthly Review of Business Statistics, Ottawa; Commerce 
Reports. 
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It also appears that the new tariff has affected Canadian 
imports from the United States much more strongly than 
those from Great Britain. In November, 1930, for example, 
the value of imports from the United States was $43 million, 
a decline of 39% as compared with November, 1929, while 
the value of imports from Great Britain declined only 6%, 
from $17 million to $16 million. 

TABLE 41: INDEX NuMBERS or AuTOMOBILE, IRoN, STEEL, 
AND NEWSPRINT PRODUCTION, CANADA, 1929 AND 1930 

Base: 1919-1924= 100 

Automobiles Iron Steel Newsprint 

1929 1930 1929 1930 1929 1930 1929 1930 ------------
July ................ 202.9 118.1 169.4 109.8 198.4 104.5 268.0 254.0 
August ......••...... 177.5 122.1 191.0 97.6 184.0 88.0 257.9 235.1 
September .••.•.••••. 164.8 94.8 167.9 82.1 151.4 85.3 271.0 232.9 
October ..•••••.•••.. 185.6 51.6 155.2 68.0 176.9 100.0 284.0 235.0 
November .•••••••••. 125.9 72.0 146.9 78.7 143.1 109.5 291.0 233.0 
December ........... 70.3 72.0 140.4 65.0 126.0 85.8 275.0 221.9 

A[!icultural Conditions 
According to the final estimate of the Dominion Bureau 

of Statistics, the acreage of all field crops in 1930 increased 
from 61.2 million in 1929 to 62.2 million acres in 1930. Wheat 
was sown to 25 million acres, or slightly less than in 1929, 
but increases were reported for rye, flaxseed, mixed grains, 
vegetables, fodder corn, hay, and clover. In 1930 the value 
of the field crops was $632 million, and that of the wheat 
crop, $175 million, a decline of 33% and 45%, respectively, 
as compared with 1929. The average. price of wheat fell 
from $1.05 a bushel in 1929 to $0.44 a bushel in 1930; 
oats, from 59 cents to 24 cents; barley, from 59 cents to 20 
cents, and rye, from 84 cents to 20 cents. 

A report published by the Canadian Wheat Pool for the 
crop year ended August 31st, 1930, stated that in its opera
tion nearly $12 million had been lost on wheat sold, and that 
on the carry-over from the 1928 and 1929 crops, on ·which 
Sl.OO a bushel initial payment had been made, the loss would 
be about S8 million more, making a total loss of S20 million. 
Total Canadian stocks of wheat in store on January 30, 
1931, amounted to 203,387,(XX) bushels, or 8% less than a 
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year ago. The most serious factor in the present outlook in 
Canada is the position of the farmer. The return of agricul
tural prosperity will be contingent not merely on the size of 
Canadian crops, but on the size of crops of other countries. 
Australia and Argentina are producing larger crops, Europe 
and the United States have a heavy carry-aver. There is 
little prospect of higher prices during the coming year. With 
the lowest prices in the history of the Winnipeg grain ex
change, the problem is becoming acute and is the most 
pressing question now before the government. 

Mining Industry 
Mining has proved one of the best stabilizing influences in 

business during 1930. New records both in quantity and 
value of output were established for gold, petroleum, and 
natural gas. In quantity, silver, copper, and zinc also 
reached new records of ou,tput, although low prices reduced 
the value of output below that of 1929. Until recent years 
practically all Canadian copper was refined in the United 
States, hut refineries have been built or are under construc
tion which will give Canada a capacity in excess of domestic 
requirements. The Canadian copper-using industries will 
have available materials of purely d~mestic origin. 

The nickel production in 1930 was affected by the world 
depression. About 80% of the total world consumption of 
nickel comes from Canadian mines. The increasing diver
sification of uses for the metal gives promise of greater 
prosperity in the future. 

The output of zinc was higher in 1930 than a year ago, 
largely as a result of the application of the electrolytic 
method of treating the lead-zinc ores of British Columbia. 
Canada-has reached sixth place as a zinc-producing country. 
Gold production in 1930 for the first time exceeded two 
million ounces, valued at $43,193,296. It is reported that 
the mining interests are speeding up production and plan 
to raise the output of gold to $57 million in 1931. Canada 
is now exceeded only by South Africa as a gold producer, if 
Philippine production is excluded from the figure officially 
given for the United States. Petroleum output is slight, 
only 1.5 million barrels in 1930, but development work is pro-
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ceeding steadily and the outlook for increased production is 
encouraging. Coal production, first in value among Can
ada's mineral products, declined from 17.5 million tons in 
1929 to 14,780,000 tons in 1930. Domestic coal reserves are 
located in the eastern and western provinces. Ontario and 
Quebec, the industrial provinces, are largely supplied from 
the United States and, while domestic output declined 
15%, coal imports from the United States, declined only 
from 13 million tons in 1929 to 12 million tons in 1930, or 
7%. 

Although little acceleration in industrial activity took 
place early in 1931, the manufacturers seemed to be gaining 
confidence. The improved sentiment is shown in the up
ward turn of security prices from the low point reached in 
December, 1930. 

TABLE 42: INDEX NuMBERS or SECURITY PRICES 
Bue•1926 average 

lndult,riala Urililia 

Tcx· 
Year and Month General lro11 tilee Mmiaa TraJUoo 

Total and and Tow IJCI.IU" 
Steel Ootb- tiOII 

ina ----
1930, October .•.••••. 111.3 129.2 146.8 64.5 61.3 112.7 107.6 

November .••... 109.6 129.0 145.9 62.7 60.5 109.5 105.7 
December .••••. 103.1 120.3 142.2 65.0 59.2 104.7 96.7 

1931, January ........ 106.9 124.7 143.7 65.9 68.4 107.3 102.2 

Banb 

113.3 
109.3 
108.2 
109.1 

Recent orders for railway equipment, which have helped 
the steel mills, may be due partly to a loan floated in the 
United States in January, 1931. This offering, issued by 
the Canadian National Railways and guaranteed by the 
Canadian Government, was for $70 million, a portion to be 
used for refunding purposes and the balance for capital 
expenditures. 

Capital flotations of Canadian securities in the United 
States in 1930 amounted to $435 million, of which $382 
million was for new capital and the balance for refund
ing. Government issues, provincial and city, amounted to 
$138 million, of which $7 million was for refunding. Cor
porate issues amounted to $297 million, of which $260 million 
were long-term bonds and notes, and the balance, stock 
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and short-term loans. The total foreign investments in 
Canada amounted to $6,375,533,000 at the end of 1930. 
Of this amount, 61% was from the United States; 35%, 
from Great Britain; and 4%, from other countries. In 
1913, only 22% was from the United States and 73% from 
Great Britain. 

The gross indebtedness of the Canadian g~>Vernment at the 
end of 1930 was S2,680 million; the net debt, S2,194 million, 
was an increase of S35 million over the net debt a year ago. 
About two thirds of the gross indebtedness consists of in
ternal obligations, most of which were incurred for war 
purposes. About one eighth is floating debt. Of the external 
debt, somewhat over half was borrowed in London and 
the balance in New York. From April 1, 1930, to Jan
uary 31, 1931, government expenditures have exceeded 
revenues by S23 million. Revenues for the period were 
S308,768,000, or 18.5% lower than in the corresponding 
period of 1929. During the same period expenditures in
creased 4%, to $335,810,000. 
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CuBA 

As a result of the critical situation in Cuba caused by the 
difficulties of the sugar industry, the attempt to unite the 
sugar-producing countries of the world in a program of re
striction of sugar output is at present commanding greatest 
attention. Overproduction has affected various other indus
tries, especially those producing staple products, such as 
coffee, rubber, petroleum, copper, and wheat, and many at
tempts have been made in these fields of production to con
trol output. Hitherto little or no success, however, has been 
achieved. Whether the latest plan will restore Cuba to 
prosperity and point the way for others remains to be seen. 

The •• Chadbourne Plan," as it is called, proposes a five
year curtailment of the output and exports of sugar sufficient 
to permit absorption of the existing surplus and to raise 
prices to a point covering costs of production. The surplus 
to be disposed of, according to Mr. Chadbourne, amounted 
to about 1.5 million tons in Cuba, 1.2 million in Europe, and 
500,000 tons in Java in December, 1930. The surplus in 
Java was created through the introduction of a new high
yielding variety of cane, combined with a sharp reduction 
in exports due to the state of unrest in China. In Europe 
the sugar-beet acreage was increased in 1930-1931, producing 
a crop over 25% greater than a year ago. In Cuba, abandon
ment of the policy of crop restriction, which had been main
tained for the crops of 1925-1926 to 1927-1928, resulted in a 
crop of 5,156,315 tons in 1928-1929, a new record in Cuba's 
history. The marketing control, introduced in 1929 with the 
object of withholding half a million tons or more in order to 
let consumption catch up with production, proved unsucces-

1 Sources of information: Commerce Reports; U. S. Bureau of Foreign and 
Domestic Commerce, Trade Information Bulletins; Commercial and Financial 
Chronicle; U. S. Department of Agriculture, Foreign Crops and Markets; New 
York. Times dispatches; Royal Economic Society, Memorandum No. 23, London; 
The Economist; U.S. Department of Commerce, Business Siruation at Home and 
Allroad. Latin American Notes; Willet & Gray, Weekly Statistical Sugar Journal. 
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ful; and finally the tariff revision in the United States in 
1930 removed all hope of recovery through independent 
action. 

A policy of laissez faire would correct the situation. The 
low price for sugar would discourage production; producers 
whose costs were highest would be eliminated; and output 
would return to a level where price would again cover the 
costs of those producers left in the field. This process of 
elimination, however, is painful, and the weak producers 
always call for government assistance, whereby in one way 
or another the consumer may be made to carry the burden 
of their unprofitable enterprise. In Cuba there were other 
motives, also, which made a laissez-faire policy still less at. 
tractive. It would have disproportionately increased unem
ployment, already a serious problem, for the weaker, least 
efficient producers in Cuba are the small-scale concerns with 
a relatively high labor cost. General restriction of output 
would also throw out a certain amount of labor, but not so 
much as a complete elimination of a large number of mar
ginal concerns. In the second place, since most of the small
scale producers are Cuban, their elimination would mean a 
complete surrender of the sugar industry into the hands of 
foreign interests. The gradual acquisition by foreign capital 
of the industry that has been its mainstay since the beginning 
of the sixteenth century has been far from agreeable to 
patriotic Cubans, even though the rapid expansion of sugar 
production under American management has meant in
creased prosperity. 

The earlier measures for restriction were put into effect 
with government support, largely in order to prevent ex
tinction of the high-cost native producers. On the same 
grounds, the policy of market control by the Co-operative 
Sales Agency, popularly known as the "Single Seller," was 
at first favored by the domestic producers and the Cuban 
Government, although it was opposed by the American 
mills, which had lost faith in any improvement through 
artificial measures and were in the strongest position to sur
vive. Later, when the "Single Seller" found itself in fin an. 
cial straits, unable to obtain funds to carry the unsold stocks, 
the positions were completely reversed, and the Cubans, 
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realizing that retention of the scheme would mean bank
ruptcy, voted solidly to abolish the Agency, while the Amer
ican mills were in favor of maintaining it. The Agency was 
abolished because of the certainty that, if it were retained 
and the Cuban producers were ruined, the government itself 
would dissolve it. 

To he effective, restriction of production, as has been 
proved by repeated experience, must he practiced by all pro
ducers. Cuba's output, unrestricted, represents only about 
one fifth of the total world's sugar production. Co-operation 
of the other producers or potential producers was essential. 
The possibility of obtaining this co-operation was not so 
remote as might at first appear. The price of sugar is set in 
the world market. Cuba's situation must affect all, and, 
while the opponents of the Chadbourne Plan accused Cuba 
of trying to induce other countries to pull its chestnuts out 
of the fire, the fact remained that it would be to their dis. 
advantage not to do so. Furthermore, the possession by 
Cuba of 1.5 million tons of sugar that might easily be dumped 
in neutral consuming markets was in itself an argument not 
to be disregarded. 

On the other hand, the difficulty of obtaining complete 
unity of policy cannot be overstated. Problems of pro
duction differ widely in the several countries; some pro
duce sugar from beets, others from cane; some are highly 
industrialized, others industrially undeveloped; costs of 
production vary greatly; problems of marketing are different. 
Java is the most serious obstacle. As the world's lowest
cost producer, Java is in a position to pass through the de
pression most easily and to emerge in the strongest position.1 

While admittedly some large American mills in Eastern 
Cuba can probably produce more cheaply than the best mill 

· in Java, Cuba cannot produce 3 million tons at so low an 
average unit cost as can Java. Germany has its problem of 
indemnity payments. Small producers in Latin America 
may feel that they stand to gain by letting the big producers 
bear the burden of restricting output to maintain prices. 

1 While the leading sugar companies in Cuba are heavily mortgaged, the promi. 
nent sugu oompanies in the Dutch East Indies have, in most cases, written off their 
property account and have, with very few aceptions, no senior obligations out
standmg. 
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In the case of Russia, which has a reported production for 
1930-1931 of2 million tons, it seems unlikely, in view of the 
present Soviet policy of raising credits abroad by forced sell
ing, that this country will step into line with the others. 
Finally, even if the co-operation of the representative groups 
in each country could be secured, there would still remain 
the problem of effectively controlling all the individual 
producers within the groups. 

In view of the difficulties involved and past failures, great
est care had to be exercised in the order of steps taken to 
carry the new plan into effect. The first essential was to 
secure adequate financial backing. Funds had to be ob
tained to buy up and carry the sugar to be withheld from the 
market. This was obtained from banking interests in New 
York. With their aid promised, Cuba next completed an 
agreement with producers within the United States tariff 
wall-the beet and cane sugar producers on the continent 
and the cane sugar producers in Porto Rico, Hawaii, and 
the Philippines-to the effect that Cuba would limit exports 
to the United States to 2.8 million tons for 1931, increasing 
the quota in the following two years in proportion to increas
ing consumption, while the United States producers would 
limit their output to the 1929-1930 level, plus a proportion
ate increase for increasing consumption. The exports of 
Cuban sugar to countries outside of the United States were 
to be limited to 1.5 million tons a year during the five-year 
period and to be marketed by the National Sugar Export 
Corporation. Having insured their position in their chief 
market, with effective financial backing available, and with 
a heavy surplus ready to dump elsewhere if necessary, Cuban 
producers next approached the Java interests, for not only 
is Java -the least interested and therefore the most difficult 
prospect, but Java is the second largest sugar-exporting 
country in the world. Without Java's co-operation success 
of the entire plan would be seriously jeopardized. At 
Amsterdam on December 8, 1930, it was reported that a 
tentative agreement had been reached, after considerable 
negotiation, with officials of the Java Sugar uTrust."1 Next 

• The ''Trust," as commonly referred to in Java, is the "Vereenigde Javasuiker 
Producenten" or V.J.P. This association represents about 90% of the total output 
of Java sugar. Three of its largest members control 50% of the sugar output. 
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came the world sugar conference at Brussels. Difficulty here 
was met chiefly from Germany, whose refusal to accept a 
sugar export quota comparable to those accepted by the 
other sugar-producing countries brought the Brussels parley' 
to an end. After further negotiations in January, however, 
a compromise was reached whereby Germany is to have an 
export quota for the five years amounting to 1,750,000 tons, 
as compared with its demand of 1,850,000 tons and the 
quota originally assigned to it of 1 million tons, the extra 
750,000 tons having been obtained by reducing the quota of 
the other beet sugar-producing countries by 175,000 tons 
and cutting down Cuba's quota by 575,000 tons. 

On January 17 seven countries signed an agreement for 
restriction of production: Cuba, Java,. the Netherlands, 
Poland, Czechoslovakia, Germany, and Belgium. Negotia
tions with Russia,J apan, Great Britain, Argentina, Peru, and 
Santo Domingo were scheduled to follow, after which it 
was expected that the smaller countries would readily fall 
into line. Finally the provisional agreements must be crys
tallized into permanent pacts made effective either by gov
ernment ratification on the part of the signatory nations or 
by monetary penalties or by both. A permanent interna
tional commission, it is planned, will be formed by represent
atives of the industry in each signatory nation, to meet from 
time to time and solve problems relating to the world sugar 
industry; and an executive committee or a general manager 
will be appointed to supervise, to detect violations of the 
agreement, determine prices and penalties, and so on. 

Meanwhile the signatory countries have been taking steps 
to put the restriction policy into effect. The German Na
tional Government was reported as planning to force the 
sugar industry to organize, in case it does not do so volun
tarily, and the Verein Deutscher Zucker Industrieller has 
reduced its export quotas from 25% to 20% of total produc
tion, increasing the percentage to be stored by refiners or fed 
to livestock by the farmers. In Cuba President Machado 
issued a decree limiting exports to the United States to 
2,577,000 tons, as agreed with Germany, and restricting 
the total sugar output for 1931 to 3,122,000 tons. All sugar 
to be exported must be charged to the quota of the respec-
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tive importing country and to the individual export quota 
to be definitely fixed for each mill. Permits for exportation 
of sugar were issued prior to the publication of the decree. 
The contract for the dollar loan to finance operations, signed 
by President Machado in the middle of December, provides 
for a bond issue of $42 million. These bonds are to be de
posited with the bank, acting as trustee, but as they are not 
to be marketed until a more favorable opportunity, the 
National Sugar Export Corporation, which is authorized to 
buy up the 1.5 million tons of sugar surplus on hand, to be 
sold later over the five-year period, will pay at the rate of 
$4 per bag, pending the ultimate sale of the bond issue, with 
the trustee bank's deposit receipts. 

While the preliminary arrangements have been carried to 
the point where it seems probable that the final treaty 
will be negotiated/ the really critical period will come when 
the immediate crisis is over and the necessity for co-operation 
becomes less pressing. 

General Conditions 
The impprtance of sugar to the general welfare of Cuba 

is made manifest by the extent of business depression and 
suffering throughout the island. The chief victim has been 
the farm laborer. Even at starvation wages, many have not 
been able to obtain reasonably continuous employment. 
The colonos, or cane farmer, has suffered next to the laborer. 
Sugar mills pay for cane, outside of so-called "administra.. 
tion cane" ground by the mills themselves and comprising 
about 15% of the total, on a basis proportionate to the aver
age price for the sugar. A price for sugar sufficient to cover 
costs-the average over the five years 1925 to 1929 and the 
price contemplated in the Chadbourne Plan-is 2~ cents 
per pound. On September 30 the price of Cuban raw 
sugar c. i. f. New York reached 0.94 cents a pound.. Not 
only have the cane farmers had to accept a proporttonate 
price cut for cane sold, but they have been unable to obtain 
the customary advances from the mills for the new crop ex-

' The People's Council of Java, the legislative body,on March 17 authorized the 
government to apply the necessary restrictions upon exports during the five-year 
period in order to make effective the Chadbourne plan for the rehabilitation of 
the world sugar industry. 
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penses. During the past six years the cane farmers have 
become hopelessly indebted to the mills and are reduced 
virtually to the status of sub-managers. This is an advan
tage to the mills, in so far as it increases the control over 
production, but in the process the cane farmer has been able, 
to make little more than a bare living. The evidences of 
depression in the cities-reduced sales, unemployment, 
credit stringency, and slow collections-need no comment. 
Business experienced a slight turn for the better early in 
January, due partly to buying of presents in anticipation of 
"Three Kings Day," on January 6, which is the equivalent 
of our Christmas, partly to progress reported in the sugar 
negotiations, and partly to the seasonal factor of the tourist 
trade, although this influence was less than usual because of 
conditions in the United States. The resale of lottery 
tickets is regarded as one of the best indexes of the current 
buying power of the people. This year's issue of the Christ• 
mas lottery was reduced to 9,000 tickets, as compared with 
13,000 last year, and, notwithstanding decrease in the resale 
price from $1.30 a fraction to Sl.OS a fraction, the sales were 
so slow that the drawing was postponed a day to provide 
extra time for the dealers to dispose of their tickets. 

Financial Situation 
The slight improvement of business conditions early in 

January was ended by the new Emergency Tax Bill. This 
was a very comprehensive and general upward revision of 
most existing forms of taxation, with the addition of several 
new taxes. Directly or indirectly it affected practically 
every kind of business activity. Among the new taxes are 

· a tax on alcoholic liquors for export and on manufactured 
and leaf tobacco for export, a tax of 10% on all money defi
nitely leaving Cuba, and a tax on profits, which is said to 
be virtually a tax on gross income. Important tax increases 
are a 400% increase in the tax on coal, an increase in the tax 
on petroleum and its by-products, a 100% increase in taxes 
on transfers of real property, and increases in consular fees 
running as high as 700%. 

The new law, President Machado said, was necessary to 
restore the depleted national treasury. The Cuban Gov-
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emment, it is reported, has been currently operating with 
an annual deficit of about $10 million. Revenues during 
the fiscal year ended June 30, 1930, amounted to $105,134,-
641, while expenditures were $117,894,515. For the period 
from July 15 to December 31, 1930, revenues were about 
$29 million, and expenditures, $34.5 million. According to 
bankers informed concerning the affairs of the island, the 
government debt has grown to approximately $215 million. 
Of this, about $180 million is external; $15 million, in
ternal; and $20 million, floating debt resulting from the 
cumulative budget deficit. 

With the sugar industry in dire straits, taxes raised to the 
utmost, the government operating with a deficit, and the 
public debt increasing, the plan announced on February 
18, 1931, for the establishment of a central bank and the 
issue of a new currency, it is feared, may be the first step 
toward monetary inflation. At present the money of Cuba 
is United States currency, and as such is on a sound gold 
basis and quite beyond the reach of manipulation. The new 
currency will be Cuban pesos, on an initial parity with the 
United States dollar, but it is understood that it is to be made 
sole legal tender for all debts, even when contracts call for 
payment in United States money. If this should be put into 
effect, the result would be to drive out all United States 
currency circulating in Cuba. 

The proposed bank, according to the plan as reported, is 
to have a twenty-year concession for issuance of Cuban gold, 
silver, and paper money, the paper money having as a 
guarantee 50% in gold and silver coins held in the bank's 
vaults and 100% in mercantile paper, except $50 million, 
which will not be guaranteed in gold and silver coins, but 
100% in government bonds, plus 100% in mercantile paper. 
The government is to float a special issue of bonds amount
ing to $75 million, to be turned over to the central bank in 
exchange for new Cuban pesos. The bank will set aside 
$10 million of this sum as its capital. The balance will be 
used in exchange for United States currency now in circula
tion in Cuba, this currency to be used to establish balances 
in the United States. Indirectly the United States dollars, 
so long as they are held intact, would serve as a gold reserve 
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of about 87% behind the Cuban paper currency. In addition 
to the paper currency, the bank is to increase the limit of 
its silver coinage from $12 million to $32 million, the con
tention being that silver coinage in other countries amounts 
to $10 per capita, but only to about $3.50 in Cuba. A su~ 
stantial part of the silver coinage is to be held in the vaults of 
the bank, and paper currency similar to United States silver 
certificates is to be issued. 

The direction of the bank would be in charge of a board of 
ten directors, five of them appointed by the President, and 
one each by Congress, the Havana Clearing House, the 
National Association of Cane Planters and Sugar ManufaC
turers, the National Cane Planters Association, and the 
Cuban Chamber of Commerce.1 

The announcement at the same time of a program to 
reorganize the school system is of interest in the light of the 
frequent disturbances occasioned by the university students 
against the continuance of the government of President 
Machado. Of interest from the same point of view is the 
passage of a bill on January 26, 1931, authorizing the Presi
dent to continue indefinitely the present suspension of in
dividual constitutional rights. Although the bill was passed 
without a quorum and with only one member of the opposi
tion present, the speaker declared the measure adopted. 

MEXIC01 

A special session of Congress will be called in March to 
consider the ratification of the Mexican debt agreement 
prepared last summer, July 25, 1930, by Thomas Lamont 
and Luis Montes de Oca. The original agreement was not 
submitted to the last Congress, which adjourned December 
30, 1930, on account of the unfavorable silver situation, 
which might have prevented its ratification. The unprece. 
dented drop in the value of silver, to a record low of less than 

1 According to more recent information, the project for a central bank has been 
postponed for the present. 

1 Sources of information: U.S. Department of Commerce, Commerce Reports, 
Monthly Petroleum Statistics; Samuel Montagu, Weekly Review of Foreign Ex
changes, london; Commercial and Financial Chronicle; Federal Reserve Board, 
Monthly Bulletins. 
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25 cents an ounce in February, resulted in a heavy discount 
on silver pesos. Since the revenues of the government are re
ceived chiefly in silver pesos, this would impose a corre
sponding increase in the burden on the Treasury to convert 
the revenues into gold for the international transactions. 

A modification of the agreement, however, was prepared 
and signed January 29, 1931, which permits the government 
to pay to the International Committee, representing the 
bondholders, silver pesos equivalent at the rate of exchange 
prevailing on July 25, 1930, to the amounts scheduled in the 
original agreement for 1931 and 1932,or a totalof25.5million 
United States dollars. The silver is to be deposited in a 
responsible bank in Mexico City until the exchange situa
tion makes it possible to convert the fund without loss into 
gold for transfer to New York. The $5 million gold already 
paid to the International Committee toward the interest and 
amortization charges due for 1931 will be returned, to be used 
to alleviate the exchange situation by converting it back 
into silver, which will be deposited with the other silver in 
the National Bank of Mexico. 

Although the international transfers would be suspended 
by this plan for a period of two years, it cannot be considered 
as a moratorium, since the government would make its pay
ments to the bondholders' representatives in Mexico accord
ing to the schedule. The original plan for settlement, it will 
be remembered, scaled down the government external in
debtedness to $350 million, a sum leaving the principal of the 
debt about as it was but providing for a sweeping remission 
of the accumulated arrears of interest. New bonds were to 
be issued in exchange for the defaulted obligations and made 
a first lien on customs revenues. In the case of the national 
railways, the various debts were to be consolidated into a 
new So/o-issue, secured by a general mortgage. 

A further plan for modification of the pact before it is 
placed before Congress was launched at the closing session 
of the National Economic Congress, through a reduction 
of the interest rate on the railway debt from 5% to 4~%, 
on the ground that only a small portion of the present bonds 
bear the 5% rate. 



CENTRAL AMERICAN COUNTRIES 97 

The federal revenue budget for 1931 amounts to 298.5 
million pesos, $148,802,250, a favorable showing in compari
son with the budget plans for 1930 and 1929. The revenue 
law for 1931 increases the gasoline tax and also the municipal 
surcharge on import duties. For 1930 total customs re- , 
ceipts were 117,510,000 pesos, $58,578,735, or 14 million 
pesos, $6,979,000, above those for the preceding year. 

Foreign Trade and Exchange Rates 
The difficulty in the conversion of silver pesos of govern

ment revenue into gold for payment abroad, occasioned by 
the low value of silver and the discount on the silver peso as 
against gold, may be enhanced, unless conditions improve 
materially during the coming year, by the decline in both 
quantity and price of Mexico's exports and by the consequent 
difficulty in establishing credits abroad. The petroleum 
output for 1930, estimated at 39,530,000 barrels, continues 
the steady decline in petroleum production since the maxi
mum output of 193 million barrels reached in 1921. Ex
ports for the first 10 months of 1930 amounted to 23 million 
barrels. United States imports of crude petroleum from 
Mexico for the whole year were 10.1 million barrels, as com
pared with 12,660,000 barrels in 1929. The average import 
price was $0.82 per barrel, as compared with $0.90 in 1929. 
The United States takes practically all the copper and lead 
exported. United States copper imports from Mexico in 
1930 were 145,244,000 pounds, or 15% less than in the pre
ceding year, and in value $17,776,000, or 31% less. Lead 
imports from Mexico declined from 173,745,000 pounds, 
valued at $8.6 million, to 73,382,000 pounds, valued at 
$3,470,000, a decrease of 58% in quantity and of 60% in 
value. Silver exports to the United States declined 38% 
in value, from $40,511,000 to $24,897,000. 

Mexico's trade with the United States represents nearly 
70% of its total trade with all countries. United States pur
chases in 1930 were 32% lower than in 1929 according to 
United States statistics, while United States sales to Mexico 
declined only 13%~ Mexico's adverse balance of trade with 
the United States in 1930 was over twice as large as in 1929. 

8 
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Normally, Mexico has a surplus of commodity exports in its 
trade with the United States. During the five years 1924 to 
1928, purchases by the United States from Mexico were 
over 20% higher than purchases by Mexico from the United 
States. 

The decline in peso exchange doubtless largely reflects the 
unfavorable balance of trade. The average rate for the 
whole year was 47.1331 cents, or 5% below par. In the last 
two months of 1930 there was a sharp decline to 9% below 
par for the December average. The favorable reaction in 
January was due partly to the arrangement early in the 
month with the National City Bank of New York for credit 
up to $15,000,000 to be used for stabilizing exchange and 
later to the announcement of the change in the Lamont
Oca debt agreement. A special monetary commission, con
sisting of representatives of the Treasury Department, the 

TABLE 43: CaTioN AcREAGE AND PRODUCTION or CaTioN, 
MEXICO, 1909-1910 TO 1930-1931 

Period Acreage Bales Bales per Acre 

Average 1909-1910 to 1913-1914 .•.•.. 253,000 187,000 0.74 
Average 1921-1922 to 1925-1926 •••... 329,000 184,000 0.56 

1928-1929 .................. 502,000 278,000 0.55 
1929-1930. ''' •••• ' ' •.••••.. 492,000 246,000 0.50 
1930-1931 .•..•....... ' ..... 393,000 169,000 0.43 

National Banking Commission, and the Bank of Mexico, 
was appointed to regulate exchange, but it was thought 
that no effort would be made to bring the peso back to par, 
owing to the adverse effect of any such measure on export 
trade. The increase in import duties on various commodities 
and the support extended by the government to the "Buy 
Mexican-Made Goods" campaign, begun some time ago by 
the Monterey Chamber of Commerce, may help to restore 
the balance of exchange by curtailing imports. 

Agriculture 
Attention is being turned to modification of the agrarian 

laws. This is considered one of the most important factors 
in the future progress of the country. The outlook for the 
winter wheat crop was reported in January as satisfactory, 
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with a larger acreage under cultivation. The wheat crop 
for 1930 was 11,274,000 bushels, practically the same as in 
1929. The 1930 corn and bean crops, on the other hand, 
were 14% less than in 1929, which itself was a bad year. 
The cotton crop for the season 1930-1931, from an acreage' 
20% less than in the preceding season, is reported as 31% 
below that of the preceding year, as shown in Table 43. 
Cultivation of about 42,000 acres of land in the States of 
Nuevo Leon and Coahiula, irrigated by the Rio Salado Dam, 
will be started shortly. 
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ARGENTINA1 

Among the many adverse elements of the general economic 
situation in Argentina, two favorable factors stand out. The 
vigorous way in which the provisional government has set 
to work to put its house in order and the prospect of abun~ 
dant harvests afford a basis for improvement during the com
ing year and have combined to arouse a somewhat more 
optimistic tone among business men. 

The Financial Situation 
General Uriburu, upon his assumption of control in Se~ 

tember, 1930, found an administration deficit of 300 million 
paper pesos, $127,350,000; and, in addition, expenditures for 
public works amounting to 395 million paper pesos, $167,-
677,500, which has been paid with general treasury funds 
instead of the proceeds of long-term bond issues, as au
thorized under existing laws. The total floating debt, he 
reported, amounted to 1,200 million paper pesos, about 
$509 million, inherited from the previous administration. 
Of the total, 720 million paper pesos, $305,600,000, was a 
deficit left from the two years of the deposed President 
Irigoyen's last administration, and the balance of about 
500 million pesos, $212 million, was left over from the 
former President Alvear's administration, which had been 
unable to fund that portion of the 1,100 million pesos, 
$466,950,000, deficit left by Irigoyen's first administration. 
More than 1,000 million pesos, $426 million, of the na
tional debt was owed in the form of bank advances. The 
Banco de la Nacion had advanced funds to the executive 
power to 74% of its total capital and reserve, reported to be 

1 Sources of information: Ernesto Tornquist & Co., Ltd., Business Conditions 
in Argentina, Buenos Aires; Samuel Montagu, Weekly Review of Foreign Ex~ 
changes, London; The Economist; U.S. Department of Commerce: Trade Infor
mation Bulletin No. 350, Latin American Financial Notes, Business Situation at 
Home and Abroad, and Commerce Yearbook, 1930; U.S. Department of Agriculture, 
Foreign Crops and Markets, New York Times dispatches. 

100 



SOUTH AMERICAN COUNTRIES 101 

contrary to law. The restriction of credit resulting from 
such heavy drafts on banking resources, General Uriburu 
stated, is depriving agriculture, commerce, and industry of 
financial assistance that might otherwise have been available 
during the present depression. , 

Calling together the heads of the various administration 
bureaus, President Uriburu pointed out that the provisional 
government felt that it had no legal authority to create new 
taxation, and must therefore finance itself from revenues 
already existing. By the end of the present fiscal year the 
minister of finance estimated that there would be a deficit of 
approximately 700 million paper pesos, S297,150,000. The 
first task of the provisional government, President Uriburu 
declared, was to balance its budget. Once this was accom
plished, Argentina would be able to obtain financial assis
tance from New York and London on less disadvantageous 
terms, to fund the floating debt, and to effect the necessary 
monetary reforms. To this end drastic economy would be 
imperative in all departments, including elimination of any 
duplication of functions in government offices, reduction of 
salaries, and dismissal of employees not absolutely necessary 
for operation. The minister of finance was preparing plans 
for more efficient collection of revenue, for flotation of a bond 
issue, and for mobilization of the gold resources of the coun
try in order to bring back the peso to normal value. 

A thorough investigation of the financial situation of the 
provinces and municipalities revealed a similar state of con
fusion and in some cases considerable deficits. In the Prov
ince of Santa Fe administrative expenditures had reached 
60 million paper pesos, S25,470,000, with revenues only 
40 million paper pesos, S16,980,000. In 14 years, while 
population had increased 40% and production 50%, the 
government expenditures had risen over 3 Ya times. For 
about 2 years the Province of Mendoza has been in charge 
of the "Federal Intervention," and once again the national 
government was obliged to go to the rescue of its finances 
with a loan of 500,000 paper pesos, S212,250. The Province 
of Santiago del Estero was obliged to obtain from the Banco 
Espanol del Rio de la Plata a renewal of a loan of 970,(XX) 
paper pesos, S411,765, for payment of which no provision 
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whatever had been made. The Province of Buenos Aires, 
'according to the ministry of finance, will close the fiscal year 
with a large deficit. The burden of fixed charges of debt 
service on the external indebtedness of 420 million paper 
pesos, $178,290,000, and internal debt of 209 million paper 
pesos, $88,720,500, as of June 30, 1930, amounts to 50 mil
lion pesos, $21,225,000, or 36% of the total budgetary ex
penditures. For five years the municipality of Buenos Aires 
has been operating with an annual deficit. Economies during 
the current year will reduce expenditures by about 6 million 
paper pesos, $2,547,000, to 100 million paper pesos, $42,-
450,000, but, since revenues, except in 1929, have run about 
85 million paper pesos, $36,082,500, per annum, a serious 
deficit is in prospect for the current year also. Service on 
the city's debt, 71 million paper pesos, $30,139,500, external 
loans and 94 million paper pesos, $39,903,000, internal loans, 
amounts to over 15 million paper pesos, $6,367,500. 

Under the provisional government the provinces are gov
erned by federal commissioners endowed with legislative 
as well as administrative powers. The Commissioners, how
ever, were instructed by General Urihuru that they were not 
to exercise this power to create new taxes or float loans, hut 
as far as possible they were to reduce expenses. Neverthe
less, several of the provinces and municipalities are reported 
to he arranging for the flotation of short-term loans, external 
as well as internal. The provincial treasury of Buenos Aires 
has been authorized to issue a six-month 6% loan o£15 million 
paper pesos, $6,367,500, for local subscription, and Santa 
Fe has borrowed $5 million from New York. 

Progress made by the middle of January by President 
Urihuru and his cabinet in drawing up the budget for the 
current year was sufficient to justify the expectation of a 
balance- between expenditures and revenues. On January 
17, the national government issued a loan of70 million pesos, 
$29,715,000, bearing interest at 6%, under the authorization 
granted by the budget of 1929. Foreign loans are strongly 
disapproved by the Corporation of Bond and Shareholders. 
The volume of bank deposits, amounting to 4,000 million 
pesos, $1,698 million, suggests that the country has idle 
funds sufficient to take care of any financing required by 
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national, provincial, or municipal governments. According 
to the Argentine banking firm of Ernesto Tornquist & Co., 
the total public debt of Argentina, including national, pro
vincial, and municipal loans, foreign and internal, but not 
including cedulas and floating debt, already amounts tq 
3,418 million pesos, $1,449 million, requiring annual ser
vice payments of 292 million pesos, $124 million, or $145 
per capita debt and $12 service payments. The floating 
debt of the national government would raise the total to 
4,600 million pesos, or almost $200 per capita, with service 
charges of $16.50. The debt service requirements of the 
national government for 1930 and 1931 respectively, accord
ing to the minister of finance, will be 226 million, $95,937,-
000, and 239 million paper pesos, $101,455,500.1 

Agricultural Production 
Thanks to rainfalls throughout most of the farming region, 

crops and pastures have flourished. By the middle of Jan
uary the cutting of wheat, linseed, and oats was practically 
finished, and the early corn was ripening. The second official 
estimate of the current wheat crop places it at 238,832,000 
bushels, or 47% higher than the short crop of 1929, and 
slightly lower than the average for the years 1924 to 1928. 
The exportable surplus for the coming year, including the 
carryover of 15,786,000 bushels from the 1929-1930 crop and 
allowing 89,700,000 bushels for seed and home consumption, 
should be about 165 million bushels. Exports from July 1, 
1930, to January 10, 1931, were only a quarter as large as 
those during the same period of the preceding crop year. 
Exports for the year 1930 totaled 86,486,000 bushels, as 
compared with 250,163,000 in 1929. 

We are accustomed to think of wheat as the major cereal 
crop of Argentina, but in recent years exports of corn or 
maize have several times exceeded in value the exports of 
wheat. While acreage of wheat has increased about 30%, 
from 16 million acres to 21 million since before the War, 
corn acreage has risen almost 60%, from 8.7 million to 13.8 
million acres. Exports of corn in 1930 amounted to 184 mil-

1These figures do not include the obligations of the National Mortgage Bank, 
which are guaranteed by the national government. See pp. 307-310. 
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lion bushels, as compared with 200 million bushels in 1929, a 
decline of only 8%. 

Linseed is the third major export crop. In some respects 
linseed is more important to Argentina than either wheat or 
corn. The only other important grower of linseed for export 
is India, and Argentina can undersell India and still make a 
profit. While the wage level is higher, much of the farming 
is of the family type, and the standard of individual energy is 
so much better that it is doubtful if unit labor costs are really 
much higher by the River Plata than by the Ganges. At 
the same time Argentina has the advantage of lower freight 
rates. Acreage sown to linseed increased from 4,113,000 
before the War to 7,522,000 for 1930-1931, or 79%. The 
production for 1930-1931 is given as 84,408,000 bushels, 
which exceeds the short crop of the preceding year by 60%, 
and the average for the 3 years 1926-1927 to 1928-1929 by 
4%. Exports for 1930 were 48,488,000 bushels, as compared 
with 66,218,000 bushels in 1929. The export surplus for 
the coming year, after de'ducting 9 million bushels for seed 
and home consumption and adding 7,330,000 bushels carry
over from last year, should be about 67 million bushels, 
well above the normal quantities exported. 

The prices of cereals in local markets as compared with 
those of past years at the same date are as follows: 

Commodity 
January 5, January 3, Jaw3·(i2· January 1, 

1928 1929 1931 
Pesos Dollars Pesos Dollars Pesos Dollara Pesos Dollars 

Wheat, per 100 kilos., .. 10.95 4.65 9.35 3.97 11.25 4.78 5.62 2.39 
Com .. " .. 8.05 3.42 9.10 3.86 6.65 2.82 3.84 1.63 ... ,. 
Linseed " .. " 14.70 6.24 14.80 6.28 19.50 8.28 10.19 4.33 .... 
Oats " .. " 8.10 3.44 7.30 3.10 5.80 2.46 3.40 1.44 .... 

The rainfall that helped the crops also benefited pasturage. 
Prospects for livestock products have been improved. The 
livestock census, taken by the ministry of agriculture last 
year as of July 1, gave the number of head of cattle as about 
32 million. Owing to the declining demand for wool, the 
number of sheep is only about the same as in 1914. Wool 
exports during the season ended September 30, 1930, were 
below those of the previous year, owing to the weakness of 



SOUTH AMERICAN COUNTRIES 105 

the world demand, and prices for the different qualities have 
been so low that sheep herders have been selling more of their 
lamb crop for meat. From October 1 to December 31, 1930, 
however, shipments were 62,486 bales, as compared with 
44,783 bales during the corresponding period of 1929. Total 
exports of wool for the year 1930 amounted to 321,000 bales, 
as compared with 310,000 bales in 1929. The exports of 
frozen and chilled meat during 1929 and 1930 were as follows: 

1929 
Total exports, tons .•...•.•. o • • • • • 565,100 
Frozen mutton, carcasses .•... , ••• 3,513,300 
Frozen beefJ quarters., .•... ,..... 889,600 
Chilled beet, quarters. o.,, ••••••• 5,189,200 

1930 
529,500 

3,508,500 
739,000 

4,901,600 

Percentage 
Decline 
-6.3% 
-0.1% 

-16.9% 
-5.5% 

Negotiations with France, Spain, and Italy, with a view 
to increasing their purchases of Argentine grain and meats 
in exchange for reciprocal treatment of their manufactures 
by Argentina, have been initiated by the government in an 
effort to find new markets for the products formerly sold 
in the United States but now excluded by the new tariff. 

Foreign.Trade, Balance of Payments, and Peso Exchange Rates 
Total exports of all commodities during 1930 amounted 

in value to 612,550,000 gold pesos, S511.4 million, at the aver
age rate of exchange during 1930, as compared with 953,-
744,000 gold pesos,S907.3 million, at the average rate of ex
change during 1929, a decline of 36% in terms of pesos, but 
a real decline of 44% taking into account the depreciation of 
peso exchange. The rna jor share of the decline was in agri
cultural products, which fell from 596 million gold pesos, 
S567 million, in 1929 to less than half, or 297.3 million pesos, 
S248.2 million, while livestock products declined only from 
134 million pesos,S127o5 million, in 1929 to 131 million pesos, 
S109.4 million. In tonnage, total shipments fell from 16,-
703,000 tons to 10,988,000 tons. . 

Import figures for the same period are not yet available, 
but the statistical department of the ministry of finance 
has published the figures covering the first 9 months of 
the years 1929 and 1930, shown in Table 44. 
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TABLE 44: VALUE OF FoREIGN TRADE, ARGENTINA, FIRST 

NINE MoNTHS oF 1929 AND 19301 

In million gold pesos and dollars 

1929 1930 Percen• 

Pesos Doll an Pesos Dollars 
tage De-

crease ------Imports of merchandise ......... 650.6 621.3 590.0 504.9 -9.3 
Exports of merchandise ......... 775.0 740.1 482.4 412.8 -37.8 ----- ---Surplus of exports ............ 124.4 118.8 .. 

Surplus of imports ............ .. .. 107.6 92.1 .. 
1 The average rate of exchange for 1929 was 95.13 cents per gold peso per 

United States dollar; in 1930 it was 83.49 cents; for 9 months in 1929 it was 95.50; 
in 1930 it was 85.57. 

Exports of specie in 1929 amounted to 17 4,398,000 pesos, 
$168,259,190, increasing the sa-called favorable balance to 
298,763,000 pesos, $288,246,542. In 1930 specie shipments 
were 25,165,000 pesos, $24,279,192, reducing the unfavorable 
balance to 82,408,000 pesos, $79,507,238. The shift in 
balance of trade from favqrable to unfavorable by 381,172,-
000 gold pesos, $367,754,746, is considered sufficient ex
planation of the serious drop in peso exchange, even without 
the subsequent disturbances. The weakness and fluctua
tions in exchange rates toward the end of the year have 
brought many importers to a critical situation, but exporters 
have benefited by the adverse exchange, being able to sell 
in terms of pounds sterling, for which in turn they can obtain 
a larger number of pesos. A small group of grain exporters 
was reported as holding bills of exchange for a further drop 
in the peso rate, thus tending to depress the market still 
further. Gold pesos, par value 96.48 cents, or 104 pesos per 
$100, declined to 66.5 cents, or 150 gold pesos per $100. 

The Bank of the Nation has been authorized to use its 
gold reserves abroad and to draw on the Gold Conversion 
Office (Caja de Conversion). The gold held in the latter on 
December 31, 1930, totaled 425,774,000 gold pesos, $410,786,-
755. This, with 30 million pesos more, $28,944,000, gives 
a total guarantee reserve behind the country's paper cur
rency of 82%. The minimum gold reserve generally recog
nized as necessary to maintain stability is much lower. 
Forty per cent is considered sufficient for most countries. 
With a 40% gold reserve, Argentina would have avail-
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able over 200 million pesos, $192,960,000, with which to 
stabilize peso exchange. 

Many importers failed to protect themselves against 
fluctuations in exchange and, unless the peso rate is restored, 
will face a 40% loss in paying their obligations. A mor:t
torium on foreign payments would injure Argentine credit 
and obstruct other measures for restoration of prosperity. 
The provisional government is studying a project for a com
plete reform of Argentina's financial structure, replacing the 
Gold Conversion Office by a central bank, operating similarly 
to the United States Federal Reserve Bank and introducing 
a new and more elastic currency system. The history of the 
Gold Conversion Office, established in 1890, has shown that, 
while it has prevented Argentine exchange rates from going 
above par, it has been unable to prevent them from dropping 
below par. 

Meanwhile depreciated peso exchange has resulted in can
cellations of orders for agricultural machinery, automobiles, 
textiles, and other imported goods, since the reduction in 
value of the peso in terms of dollars or pound sterling is 
equivalent to an increase to Argentina in the price of these 
commodities. According to United States statistics, Amer
ican exports to Argentina, $130 million in 1930, were 38% 
below the exports for 1929, amounting to $210 million. 
Exports of automobiles and parts in 1930 were about S25 
million, as compared with $53.6 million in 1929. Although 
the new regime has announced that the special agreement 
made with Great Britain favoring British products will be 
allowed to lapse without renewal, it is impossible to say how 
soon Argentina will become again as favorable a market for 
United States export products as in 1929. 

BRAZIL1 

Coffee remains the pivotal factor in Brazil's economic 
situation. The 1930-1931 coffee production of the world 
is estimated at about 23,115,000 bags, as shown in Table 45 . 

• 1 Sources of information: AnglO-South American Bank, Ltd., Cabled Reports 
Ctrcular, London; Samuel Montagu, Weekly Review of Foreign Exchanges, London; 
l!· S. Department of Commerce, Latin American Financial Notes, Business Situa
tion at Home and Abroad, and Monthly Summary of Foreign Commerce; Federal 
Reserve Board, Federal Reserve Bulletins; Commercial and Financial Chronicle; 
New York Times dispatches; Statesman's Yearbook, London. 
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TABLE 45: EsTIMATED WoRLD CoFFEE PRODUCTION 
1929-1930 AND 1930-1931 

Country 
In bags of 60 kilos, or 132 pounds 

Brazil 1929-1930 
Santos. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • 22,070,000 
R!o .. :.................. • . . . . . . • . . . . • 4,498,000 
V1ctona.............................. 1,666,000 
Other ................. , ............. , 1,119,000 

Dutch East India .... ,.................. 1,369,000 
Colombia .................... , . , , , , .... , 2,836,000 
Venezuela. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 700,000 
Other milds ............. ,.............. 4,631,000 

Total ...•...•..••...•.••.••.••..••... 38,889,000 

193o-I931 
8,500,000 
2,500,000 
1,600,000 

900,000 
1,000,000 
3,200,000 
1,000,000 
4,415,000 

23,115,000 

The visible world supply on December 31, 1930, was about 
29,686,000 bags, of which 27,154,000 bags were held in 
Brazil-1,398,000 bags by the Sao Paulo Government, 
1,256,000 bags in Rio and Santos, and 24.5 million bags in the 
interior. World consumption is estimated at about25 million 
bags or slightly less. Brazil's exports normally have 
amounted to about 14 million bags. This would still leave 
a surplus to be disposed of over the period of the Coffee 
Realization Loan1 amounting almost to a full year's export 
supply, and trade estimates place the Sao Paulo crop for 
1931-1932 at from 14 million to 18 million tags. Leaders 
of the Brazilian Agricultural League are reported as trying 
to reach an agreement with Russia whereby the Sao Paulo 
coffee growers would be able to exchange coffee for Russian 
wheat. Brazil imports annually about $50 million worth of 
wheat and wheat flour, the former coming mainly from Ar
gentina and the latter from the United States. Before the 
World War Russia's total coffee imports amounted to only 
about $4.5 million or about 300,000 bags at$15 a bag. Under 
present conditions, it is unlikely that Soviet Russia would 
use so much. It would be advantageous to sell wheat, but 
the Soviet Government wants machinery rather than coffee. 

In 1930 Brazil's coffee exports were 15,288,000 bags, an 
increase of 7% over last year. The average price of the 
coffee exported, however, was $13.14 per bag, as compared 
with $22.87 a year ago. The total value of the coffee ex-

1 See "A Picture of World Economic Conditions in the Early Fall of 1930," 
op. cit., p. 95. 
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ported was only S200 million, as compared with $328 million 
during 1929, a decline of 29%. 

Foreign Trade 
Coffee represents about 70% of the value of Brazil's total 

exports. The decline in the value of coffee exports for 1930 
is chiefly responsible for the decline of total exports from 
S461,495,000 in 1929 to S320,070,000 in 1930. The value of 
imports declined from S421,697,000 to S261,068,000, leaving 
a favorable balance amounting to S59,001,000, as compared 
with S397,980,000 in 1929. In tonnage total exports in
creased, but imports declined. 

According to United States trade statistics, United States 
purchases from Brazil for the whole year 1930 amounted 
to S130,854,000, as compared with S207,686,000 in 1929, 
a decline of 37%. United States exports to Brazil declined 
from S108,788,000 in 1929 to S53,805,000. Of the major 
United States imports from Brazil, coffee declined from 
S178.4 million to S107.5 million. United States exports to 
Brazil are for the most part highly diversified. The value 
of exports of the most important item, automobiles and 
parts, decreased from S28 million in 1929 to S2.8 million in 
1930, accounting for 46% of the decline in the total trade. 
Petroleum products, second to automobiles in importance, 
declined from S19.4 million in 1929 to SIS million in 1930. 

For some time sugar planters in the State of Pernambuco, 
the largest sugar-growing center in Brazil, have been experi
menting with the residues of sugar cane to produce a suitable 
substitute for gasoline. It is reported that their efforts have 
proved successful and that they have been able to produce a 
good quality of alcohol of 4ZO, satisfactory for driving motor 
engines and locomotives. The Central Railway of Brazil has 
given orders for the immediate conversion of some of its 
locomotives into internal combustion engines. If the ex
periment is successful, future import requirements for coal, 
about half of which comes from the United States, may be 
reduced. It is elsewhere reported that President Vargas, 
in order to reduce imports, proposes to issue a decree requir
ing certain percentages of Brazilian alcohol to be mixed with 
imported gasoline; of Brazilian mandioca and com flour 



110 WORLD ECONOMIC CONDITIONS 

with imported wheat flour; and Brazilian coal with imported 
coal. Further efforts to curtail imports may include the 
more doubtful expedient of prohibiting imports of jute and 
making obligatory the use of bagging made from the more 
expensive Brazilian cotton. 

I 

Financial Measures 
If exports could be increased and imports reduced, and 

if export bills or credits abroad in favor of Brazil could be 
increased and payments due abroad by Brazil diminished, 
financial obligations of the government to foreign countries 
could be met more easily. During the past year the reduced 
value of coffee exports compelled payment of current govern
ment obligations abroad in gold drawn from the reserve of 
the Caixa de Estabilisa~ao. In 1926, after the currency 
depreciation due to war-time inflation, milreis were sta~ 
bilized by the laws of December 18, 1926, and January 5, 
1927, at a new parity, $0.11963 United States currency. 
The stabilization was based on the retention of a gold re
serve in the Caixa corresponding to the volume of notes 
issued, which were to be convertible on demand, although 
the gold reserve was actually composed chiefly of European 
currencies derived from the proceeds of foreign loans. From 
the equivalent of $150 million at the end of December, 
1929, the gold holdings declined to $65 million in September, 
1930. 

Early in October the late government suspended further 
conversion of notes and withdrawals of gold. Last Novem
ber the provisional government decided to close the Caixa · 
entirely, and transferred to the Bank of Brazil the authority 
to execute final operations in that connection. The balance 
of gold in the Caixa at that time, about $15 mil1ion, was to 
be shipped to London for use in paying the govern
ment's foreign debt obligations in case the volume of export 
bills available should continue to be insufficient. The Caixa 
gold notes still outstanding, about 130,000 cantos, par 
$15,552,000, were eventually to be changed for sight drafts 
on London by the Bank of Brazil, for which special resources 
were to be reserved. 

In effect Brazil's currency medium, as the Bank of London 



SOUTH AMERICAN COUNTRIES 111 

and South America, Ltd., remarks, has become inconvertible. 
According to official records) the volume of paper currency in 
.circulation at the close of 1930 was made up of the following: 

Old Treasury emissions-balance .................... 1,951,600 contos / 
Bank of Brazil emission now taken over by the national 

treasury. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 592,000 " 
Bank of Brazil new emission redeemable within six 

years. . • . . . . . . . . . . . . . . . . . . . . . • . • . . . . . . . . . . . • . . 170,000 " 

2,713,600 contos 

This total at the current exchange rate represented about 
S275 million. 

The vital question is what measures can now be put into 
effect to strengthen the financial position of the government 
and to maintain the value of milreis. To some extent the 
very depreciation of milreis exchange produces its own cor
rective. In effect depreciation increases the prices of all 
goods that have to be paid for in foreign money, and con
sequently tends to discourage purchases from abroad. The 
fluctuations of milreis exchange and the decline during the 
second half year are shown in the following table. By the 
end of January, 1931, milreis reached 8.5 cents, nearly 30% 
below par. 

TABLE 46: ExcHANGE RATES FOR BRAziLIAN MILREis, 1930 
In cents, United States currency 

January ............... 11.0857 July .................. 10.8752 
February .............. 11.1533 August ................ 9.9571 
March ................. 11.5012 September ............. 10.0850 
April .................. 11.7206 October ............... no quotation 
May. . . . . . • . . . . . • . . • . • 11.8349 November .••.•.•.•. , . , " " 
June .................. 11.3983 December.............. 9.6121 

By an official decree of the deposed government, promul
gated on October 22, 1930, four days before the end of the 
revolution, a bank holiday or moratorium for fifteen days 
had been enacted. This was extended with certain modifica.
tions by the provisional government to November 30, 1930, 
and again for an additional60 days on obligations maturing 
in December, with the proviso that during this period semi
monthly payments of 25% must be made toward liquidation 
of the indebtedness. The new decree permitted all foreign 
and national banks to carry on regular operations except the 
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purchase of export bills. This was placed under exclusive 
charge of the government-controlled Bank of Brazil. The 
provision was made, however, that the Bank of Brazil could 
furnish cover to other banks for their clients not exceeding 
£1,000 sterling, about $5,000, each per day. While the gov
ernment has been promulgating these measures, its financial 
burden has been increased by the necessity of assisting some 
of the states that were in financial difficulties. 

Sir Otto Niemeyer, who made an investigation and pre
pared recommendations regarding the financial position of 
Australia, has been invited to lend his counsel for the reor
ganization of Brazilian finance. The first measure adopted 
under his advice, before he took ship for Brazil, was the ar
rangement on January 21, 1931, with Messrs. Rothschild for 
a credit for the Bank of Brazil under the guarantee of the 
Brazilian Government of $32 million, to run for eighteen 
months. 

The budget for 1931 provides for receipts of 137,305 gold 
contos, $74,996,000, and 1,480,379 paper contos, $177,098,-
000; and expenses, including debt service, of 115,537 gold 
contos, $63,106,000,and 1,191,897 paper contos,$142,587,000. 
This compares with 199,272 gold contos, $108,842,000, and 
1,371,400 paper contos, $164,061,000, for revenues in the 
1930 budget, and 135,113 gold contos, $73,799,000, and 
1,639,114 paper contos, $196,087,000, for expenditures. The 
1931 budget thus represents a considerable improvement as 
compared with 1930, providing for the complete service of 
the Brazilian debt, including both interest and sinking fund 
payments. 

The unsatisfactory financial position of the government, 
the uncertainty of exchange, and the continued low coffee 
prices have been mainly responsible for the unfavorable con
dition of business. Unemployment is becoming more and 
more serious. Manufacturing industries have been forced to 
curtail operations or even to shut down completely. Labor 
decrees of the provisional government compelling employ
ment of full staffs resulted in several failures among the 
textile mills. Small manufacturers have been unable to com
ply with the regulations. Construction activity, public as 
well as private, has been curtailed, but this industry is rela-
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tively more active than others. Although the government 
considered initiating a highway construction program in 
order to relieve unemployment, road work is still largely 
suspended. Measures have been taken to restrict immigra
tion. About the only bright spot in the picture is the fact/ 
that merchandise stocks are low, and any improvement in 
conditions, when it does come, will be promptly reflected in 
increased orders. 

CHILE1 

The economies planned by President Ibanez in May, 1930, 
were put into effect and resulted in a reduction of expendi
tures amounting to 90 million pesos, $10,953,000, thus bring
ing expenditures, probably about 1,153 million pesos, 
$140,320,100, down more nearly to the prospective revenue 
to be collected for the year. Whether even this reduction 
will prove sufficient remains to be seen. During the first 
three quarters of the year, with revenues, including the sur
plus from 1929, amounting to only 792 million pesos, 
$96,386,400, and ordinary expenditures for the same period, 
totaling 836 million pesos, $101,741,200, there was an ap
parent deficit of 44 million pesos, $5,354,800. In Novem
ber, however,revenue collections increased, bringing the total 
for eleven months up to 1,015.2 million pesos, $123,549,800, 
while ordinary expenditures for the same period reached 
989.2 million pesos, $120,385,600, leaving a surplus of 26 
million pesos, $3,164,200. 

The new policy of economy is carried further in the budget 
estimates for 1931. The proposed ordinary expenditures 
for 1931 are lower by 120 million pesos, $14,604,000, than the 
total for 1930, as adjusted to the 1931 budget structure. The 
ordinary budget calls for the expenditure of 1,039 million 
pesos,$126,446,300. Revenues are estimated at 1,040 million 
pesos, $126,568,000, or 175 million pesos, $21,297,500, under 
revenues for 1930. 

1 Sources of information: Banco Central de Chile, Monthly Bulletin, Santiago; 
U. S. Department of Commerce, Foreign Financial News, Special Circular, No. 
348, Latin American Notes, Monthly Summary of Foreign Commerce, and Com. 
merce Yearbook, 1930; League of Nations, International Statistical Yeubook. 

9 
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Of the total revenues, import duties are counted on to 
yield 300 million pesos, $36,510,000, or almost 30%; nitrate 
revenue, which is to be a specified quota of the earnings of the 
~ompania de Salitrera de Chile (Nitrate Company of Chile) 
mstead of the former export tax on nitrate, will be 180 mil-

. lion pesos, $21,906,000, or 17.5% of the total; income taxes 
should yield 123.5 million pesos, $15,029,950, or 12%. 

TABLE 47: EsTIMATED ORDINARY REVENUEs IN 1931 
CoMPARED WITH 1930 BuDGET EsTIMATE, CHILE 

Million Pesos Million Dollars 
Item 

1930 1931 1930 1931 

National properties ............. 33.0 225.41 4.0 27.41 
National services ............... 80.5 84.0 9.8 10.2 
Direct and indirect taxes: 

Import duties ........••...•. 325.0 300.0 39.6 36.5 
Income taxes .. , ............. 210.0 123.5 25.6 15.0 
Exbrt tax on nitrate .... , .•.. 170.0 

274:9 
20.7 

33.5 Ot er revenues ......•....... 292.5 35.5 

Total direct and indirect 
taxes ................... 997.5 698.51 121.4 85.()2 

Various revenues ..•............ 58.7 31.7 7.1 3.9 

Total ............•.......... 1,169.7 1,039.6 142.3 126.5 
Surplus from previous year ..... 45.0 .. 5.5 .. 

General total .............. 1,214.7 1,039.6 147.8 126.5 
1 The quota of 180,000,000 pesos, $21,906,000, which the National Treasury 

is to receive from the Compania de Salitrera de Chile in 1931, is included in this 
item. 

2 A slight discrepancy will be noted in the summation of the items. 

In addition to the ordinary budget, however, there are 
other expenditures to be taken into account. When the 
five-year plan of public works was inaugurated in 1928, with 
a prospective outlay of 1,575 million pesos, $191,677,500, 
the financing of the program was carried to a separate ac
count, -the extraordinary budget, a temporary expedient to 
be abolished with the completion of the undertakings. 
Besides this, special financing measures have been passed 
from time to time, involving expenditures for national de
fense, road building, and so on. These undertakings are 
financed by loans instead of revenues from taxation. For 
1930 the budget covering these expenditures amounted 
to 391 million pesos, $47,5841700 of which 292 million pesos, 
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$35,536,400, was allocated to the plan of public works, and 
99 million pesos, $12,048,300, to special laws. Actual expen
ditures under the extraordinary budget were sharply curtailed 
during the third quarter of 1930, and a great deal of new con~ 
struction scheduled for the year was cancelled in whole or 
in part. The figure for the 1931 extraordinary budget, not 
yet published, will be in the neighborhood of 275 million 
pesos, $33,467,500. To cover the service of approximately 
18 million pesos, $2,190,600, the government proposes 
to raise the state railway payments from 3% to 5% per 
annum, and to increase the taxes on tobacco and tobacco 
manufactures. Major items of expenditure under the plan 
of public works since 1928 have been port works 125 million 
pesos, $15,212,500; roads 100,676,000 pesos, $12,252,269; 
railways 67 million pesos, $8,153,900; water and drainage 
40 million pesos, $4,868,000; and irrigation works 39 million 
pesos, $4,746,300. The total outlay has been 597 million 
pesos, $72,654,900, with expenditures under special laws 
during the same period of 573 million pesos,$69,734,100. 

The burden of service on the total public debt was bud
geted at 261 million pesos, $31,763,700, in the 1930 budget, 
increasing by about 30 million pesos, $3,651,000, for 1931. 
The external direct debt amounted in June 30, 1930, to 
2,528 million pesos, $307,657,600, not counting 240 million 
pesos, $29,208,000, of advances on account· of loans to be 
floated. The internal direct debt on June 30, 1930, was 
438 million pesos, $53,304,600. Municipal loans not guar
anteed by the national government increase the total by 
about 200 million pesos, $24,340,000, of which 175 million 
pesos, $21,297,500 are dollar loans. The grand total of in
debtedness per capita amounts to about 780 pesos, S95. 
The bond issue of $45 million, to finance the Campania 
Salitrera de Chile, according to the minister of finance, will 
not be guaranteed by the Chilean government. 

Production and Trade 
The seasonal demand for nitrate resulted in increased 

exports during the latter months of the year. Although 
production has been restricted as much as possible, the export 
demand throughout the year has been so low that stocks in 
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Chile by the end of September amounted to 2,627,500 metric 
tons. It was expected, however, that owing to the abnor. 
mally low stocks held abroad the seasonal demand would be 
directly reflected in exports at a comparatively high level. 
The United States, which takes about a third of the total 
exports, increased its purchases of sodium nitrate from 
9,083 tons in August to 35,512 tons ~n December and 45,890 
tons in January, according to United States import statistics. 

TABLE 48: SoDIUM NITRATE: CHILEAN ExPORTS AND UNITED 
STATES IMPORTS, SECOND HALF OF 1930 

In long tons 
Chilean United States 
Exports Imports 

July .....................•...•.............•. 196,000 28,644 
August ....................................... 266,000 9,083 
September ...........................•.•.•. , .• 179,000 19,362 
October. . . . . . . . • . . . . . . . • • • . • . . • . . . . . . . . . . . . . . 177,000 27,207 
November. . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . • 1 35,474 
December ..............••• :.................. 1 35,512 
January, 1931. , ..... , ..... , . . . . . . . . . . . . . . . . . . 1 45,890 

1 Not available. 

In March, 1931, the Nitrate Company of Chile completed 
arrangements for the sale of $34 million in 7% bonds of an 
authorized total of $50 million, to be offered in New York 
and London. Of the proceeds, $26 million will go to the 
Chilean Government, most of it as the 1931 payment due 
in place of the export tax on nitrate and iodine collected 
hitherto. In lieu of this revenue, the Nitrate Company 
guaranteed the state $22.5 million in 1931, $20.0 million in 
1932, and $17.5 million in 1933. After 1933 the government 
is to relinquish its priority, and the bondholders assume 
preferred status; the government will merely receive divi. 
dends as the holder of 15 million Series A shares of stock 
-100 pesos,$12.17,par value. The remainder of the present 
bond issue will probably be used for working capital and 
new construction. No sinking fund obligation is attached 
to these bonds, it is said, but the company will segregate a 
certain amount of the price of each ton of nitrate exported 
to take care of this and other charges connected with the 
flotation of the bonds. 
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By bringing the entire nitrate industry under single con~ 
trol, with the government participating, it is expected that 
economies in production can be put into effect, and that 
closer harmony will be possible between the intere~ts of th~ 
producers and those of the government. The parttes to the 
negotiations were the producers, chiefly the Guggenheim 
interests controlling the Anglo-Chilean Consolidated Nitrate 
Corporation, the largest individual producer, and the Chilean 
Government. The capital of the monopoly is 3,000 million 
pesos, or about S365 million.1 

Copper production, according to figures for August, 
September, and October, 1930, increased, the increase, 
however, being due almost exclusively to the output of one 
plant," El Teniente." At the conference held in New York 

TABLE 49: AcREAGE SowN TO CEREALs, CHILE, 1929 
AND 1930 

In acres 

1929 1930 Per Cent Chance 

Wheat .••....•••••••••••.•.. 1,755,000 1,610,000 -8.3 
Barley, .••..•.•.••••••••••••. 195,000 166,000 -14.6 
Oats ....•.•....••.••.••••••.. 243,000 192,000 -20.8 
Rye ......................... 8,150 7,820 -4.0 

early in November, 1930, of the European, African, and 
American copper producers, representing 90% of the world 
output of the industry, it was decided to reduce output by 
20% and to raise the price of electrolytic copper to 12 cents 
per pound. The November output of Chile accordingly 
showed a marked decline. The demand, however, proved 
insufficient to sustain the proposed price. Actual sales by 
customs producers continued at about 103{ cents per pound 
in the face of announcements of curtailment of output in 
accordance with the November agreement. 

While Chile is most important to the world for its minerals, 
farming supports the greater part of the population. Most 
of the agriculture is concentrated in the middle zone. Of 
the total of about 6,200,000 acres of arable land, 1,600,000 
acres, or more than one quarter, is planted to wheat. This 
area is only 87{% of the wheat area of Argentina. Never-

a See" A Picture of World Economic Conditions," op. cit., Vol V, pp. 99-100. 



118 WORLD ECONOMIC CONDITIONS 

theless, Chile's wheat and wheat flour enter into foreign 
trade, and the world situation in the grain market, with 
declining prices, has had a direct influence on the agricul
tural conditions in the country. The areas sown to wheat 
and other grains declined in 1930. 

With regard to manufactures, the position of food prod
ucts is not unfavorable. The boot and shoe industry has 
been handicapped by heavy stocks on dealers' shelves, ac
quired when prices were higher. Before placing new orders, 
they must clear their shelves, and this, at prices high relative 

TABLE 50: !NoEx NuMBERS or WHoLESALE PRICEs, 

CHILE, 1928 TO 1930 
Source: The General Statistical Office of Chile 

Base, 1913=100 

Agricultural 
Mining Industrial Imported and Pastoral 

Products Products Products Products 

Average 1928 ..•..... 129.2 83.4 136.4 136.8 
Average 1929 ........ 132.6 88.1 131.1 132.9 
January 1930 ........ 116.4 84.8 124.5 127.2 
February" ........ 109.0 84.7 125.7 126.5 
March " ......... 107.1 84.9 122.9 124.2 
April .. 109.3 80.0 121.3 123.5 ........ 
May .. 110.3 75.9 117.3 122.7 ........ 
June .. 112.9 74.1 114.5 122.7 ........ 
July " 112.8 70.3 110.7 122.4 ........ 
August .. 108.5 70.4 109.4 122.9 ........ 
September" ........ 106.3 70.5 111.5 121.4 
October " ........ 94.1 69.3 111.8 118.8 
November" ......... 89.6 71.2 109.0 115.2 

General 
Index 

119.1 
119.7 
111.9 
ll0.3 
108.7 
107.5 
105.1 
104.5 
102.3 
101.1 
100.8 
97.1 
95.5 

to the price of leather, is a slow process. The local cloth 
factories, which manufacture chiefly for the farm laborers, 
have been indirectly affected by the agricultural depression. 

Domestic trade has continued dull, and has been in a very 
critical _position in the nitrate zone, owing to the closing 
down of several of the nitrate oficinas, reduction of staff, 
and emigration southward of many of the employees. Banks 
report that collections have been increasingly difficult, 
bankruptcy and insolvency cases on the increase, and the 
credit situation in general unsatisfactory. The general in
dex of wholesale prices has declined steadily to the level of 
1913, mining products falling well below that level, while 
import commodities have remained relatively high. 
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Normally Chile has a large favorable balance of trade, 
the excess of exports largely representing the interest and 
dividends on foreign investments in Chilean mining and 
government bond issues. For the year 1929 the excess of 
exports amounted to over 40% of the value of imports. 
During the first 11 months of 1930, on the other hand, im
ports exceeded exports by 6%, owing largely to the excessive 
decline in prices of export products. 

TABLE 51: VALUE or FoREIGN TRADE, CHILE, 1930 
In millions 

Exportl lmporu 
Month 

Pesos Dollars Pe101 Dollars 

~anuary .......... , ..... , ...... 134.7 16.4 147.8 18.0 
ebruary ...................... 128.1 15.6 115.4 14.0 

March ........................ 138.2 16.8 132.5 16.1 
April. .•...•......•.........•.. 104.8 12.8 116.5 14.2 
May .......................... 103.3 12.6 112.8 13.7 
June .• , •.•.•.......•.....•.... 102.6 12.5 108.5 13.2 

uly .. , ..•..•................. 105.1 12.8 125.3 15.2 
August ........................ 88.8 10.8 94.1 11.5 
September •.................... 75.0 9.1 109.0 13.3 
October ........ , .............. 112.1 13.6 131.9 16.1 
November ..................•.. 109.6 13.3 95.3 11.6 

Totalll months .............. 1,202.3 146.3 1,289.1 156.9 

In December, 1930, the government published a decree 
raising the tariff, to become effective after 60 days. The 
decree affects 447 articles, many of which are important 
export products of Europe and the United States. The pur. 
pose of this measure is to revive domestic industries and to 
create a balance of trade more favorable for the payment of 
government obligations abroad. To the extent to which it is 
not effective in excluding foreign commodities, it will yield 
additional revenue, which will improve the government's 
financial position. 

CoLOMBIA1 

Professor E. W. Kemmerer, retained to study the 
Colombian situation and suggest measures for relief, left 
Bogota in October, reporting that, while there should be 

1 Sources of information: Banco de Ia Republica, Revista, Bogoci; U. S. 
Dept. Commerce, Latin American Notes, Business Situation at Home and Abroad, 
Monthly Summary of Foreign Commerce, and Commerce Yearbook, 1930; Com
mercial and Financial Chronicle; N.Y. Times dispatches. 
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neither exaggerated optimism nor exaggerated pessimism, 
Colombia appeared to be weathering the crisis and was on 
the road to recovery. The government revenues for 1930 
amounted to only 49 million pesos, $47,691,700, as compared 
with 75 million pesos, $72,997,500, for 1929, a reduction of 
35%. It is reported that the finances of some of the depart
ments and cities are in a bad state, notably, perhaps, the 
Departments of Valle del Cauca and Caldas, and the City of 
Cali. Nevertheless, utmost efforts are being made to reduce 
expenditures and effect economies in all branches of the 
government, and Congress passed a budget for the year 1931 
balanced at 51,740,000 pesos, $50,328,000. Further cuts are 
expected to reduce this amount. 

In accordance with the recommendation of the Kemmerer 
Commission, an emergency revenue bill was passed in 
December, 1930, doubling import duties on various com
modities and establishing higher domestic taxes on insurance 
premiums, gasoline, beer, matches, and playing cards, and a 
tax on commercial travelers and resident representatives of 
foreign concerns. Imports of foodstuffs may receive higher 
rates later. The chief items imported are rice, wheat and 
flour, lard, and preserved meats. Some of the new duties 
are 4 cents per kilo, about $1.09 per bushel, on wheat; 9 
cents per kilo, $8.00 per barrel, on wheat flour; and 15 cents 
per kilo, 6.8 cents per pound, on pure lard. 

On October 23, 1930, the Colombian Government floated 
an internal issue of 6 million pesos, $5,839,800, of Treasury 
notes. The only producing oil company and the operators 
of an American owned pipeline, according to reports, each 
subscribed for 1 million pesos, $973,300, of these notes. 
Further assistance has also been extended to the govern
ment by international bankers of New York and London. 
Arrangements for loans amounting to $16 million, later 
raised to $20 million were planned in the summer of 1930, and 
$9 million advanced, to be renewed in January, 1931. An 
additional $3 million was made available under special condi
tions and in March a further loan of $4 million extended. It 
is expected that the final $4 million will be advanced within 
the next few months. At present the total external funded 
indebtedness-of the central government, $67 million, plus 
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the government-guaranteed Agricultural Mortgage Bank 
loans, $20 million, and the departmental and municipal flo.. 
tations, $63 million and $24 million respectively-is in the 
neighborhood of $173 million. The internal debt, national, 
departmental, and municipal, funded and floating, amounts 
to $80 million. With a population estimated at about 8 
million, the total per capita debt is $31. In addition, the 
United States has direct or private investments in Colom
bia amounting to $145 million. The annual interest 
charge on external public indebtedness is over $16 million 
and must be at least $10 million on the private investments, 
the aggregate being about 20% of the total value of ex-
ports. · 

Colombia has been fortunate in that the coffee exports, 
in spite of the depressing influence of the situation in Brazil, 
have been maintained. During 1930, 3.3 million bags were 
brought to points of shipment, or 15% more than in 1929, 
and over 3.1 million bags were exported. Prices, of course, 
were lower, the average invoice value of Colombian coffee in 
1929 was 25.3 cents a pound and in 1930 only 20.5 cents. 
This was a decline of less than 20%, whereas the average 
price for Brazilian coffee decreased 45%. The value of 
United States imports of Colombian coffee in 1930 was only 
8% less than 1929, with an increase in quantity imported of 
14%. For the coming season a larger crop is expected than 
a year ago. The decision of the Banco de Ia Republica to 
discount coffee and tobacco receipts, issued by warehouses 
owned by the Colombian Coffee Federation, up to 70% of 
their face value, at 8% and not to exceed 90 days, will be of 
further assistance to coffee and tobacco producers. 

Official estimates of the total exports of Colombia indicate 
a decline of about 12% from last year, or 112 million 
pesos, $109,009,600, as compared with 127 million pesos, 
$123,609,100, in 1929. Imports for 1930 were 60 million 
pesos, S58,398,000, as compared with 107 million pesos, 
$104,143,100, in 1929, or about 44% lower. Purchases by 
the United States declined from $103,525,000 in 1929 to 
$97,139,000 in 1930, but Colombia's purchases from the 
United States decreased from $49 million in 1929 to S25 
million in 1930, a decline of almost 50%. 
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Enactment of new petroleum legislation early in March, 
1931, removes the uncertainty which has prevented expan
sion in oil production during the past three years. The act 
creates more attractive operating conditions for the concerns 
holding concessions to develop the country's great oil 
resources, and it is expected that the coming year will see a 
large increase in production and exports. Output in 1930 
was kept at about the same level as in 1929, or 20,346,000 
barrels, as compared with 20,385,000 barrels in the preceding 
year. If production is increased in 1931, the balance of 
trade will be improved and the revenues of the government 
will be increased. 

The new law provides for a surface tax on concessions 
amounting to 10 cents a hectare for the first two years, and 
an additional 10 cents yearly during the possible six-year 
exploration period. Surface taxes are to be collected when 
they exceed the royalties already assigned to the government. 
The government royalties, which may be paid either in 
kind or in money, are at a rate of 11% in public lands within 
100 kilometers of the ocean terminal, with 1% decrease for 
each additional distance of 100 kilometers. Natural gas is 
taxed 1 cent per thousand cubic feet wasted or U cent per 
thousand cubic feet used. Helium and other rare gases are 
reserved to the state. Oil companies must furnish a bond of 
1 peso, $0.97, for each hectare, 2.47 acres, of their conces
sions, with a minimum bond of 25,000 pesos, $24,333, as 
guaranty for payment of royalties. 

The measure includes other provisions-one requiring the 
employment of a certain proportion of Colombians for given 
grades of work. The position of the private land owner with 
regard to sub-soil rights is improved. 

The enactment of this petroleum legislation, it is believed, 
will have a very important influence upon the future develop
ment of Colombia, and upon United States relations with 
the country. American investments in Colombian petroleum 
fields at present are estimated at about $100 million. The 
Gulf Oil and Standard Oil of California have about $25 
million invested between them, and the Andean National 
Corporation and Tropical Oil Company, Ltd., have holdings 
of about $65 million. 
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General business conditions throughout Colombia show 
very little improvement. Statistics of bank clearings, 
shown in Table 52, may be used as an index for comparison 
of the volume of business in previous years: 

TABLE 52: BANK CLEARINGs, CoLoMBIA, 1928 TO 1930 
In million pesos and million dollars 

1928 1929 1930 

Pea01 Doll an Pea01 Doll an Pnoa Doll an 

January .. , ....... 53.4 52.0 65.7 63.9 37.4 36.4 
February •.•.•. ,,,. 52.3 50.9 54.3 52.8 30.1 29.3 
March ...•••••.•.. 59.8 58.2 53.9 52.5 30.0 29.2 u"l. ............ 55.2 53.1 56.8 55.3 29.2 28.4 

ay, .. , ...•..... 65.0 63.3 55.6 54.1 34.3 33.4 
June.,,,,, ....... 53.4 52.0 50.2 48.9 28.5 27.7 

uly .........•.... 69.9 68.0 57.9 56.4 30.5 29.7 
August., ...•..... 66.5 64.7 49.0 47.7 26.2 25.5 
September ... , .... 61.7 60.1 47.9 46.6 29.3 28.5 
October ........•.. 64.3 62.6 45.5 44.3 29.5 28.7 
November .....••.. 57.3 55.8 38.0 37.0 25.8 25.1 
December .....•... 49.2 47.9 29.8 29.0 22.4 21.8 - ----- ---Total. .......... 708.1 689.2 604.6 588.5 353.2 343.7 

Circulation of notes of the Banco de la Republica declined 
to 25,540,000 pesos, $24,858,000, on November 30, 1930, 
but stood at 27,357,000 pesos, $26,627,000, on December 31, 
1930, with gold reserves at 27,417,000 pesos, $26,685,000. 
Notes and gold reserve on December 31, 1929, were 
39,074,000 pesos, $38,031,000, and 37,748,000 pesos, 
$36,7 40,000, respectively. 
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The financial problem continues to be of outstanding 
importance in the economic position of Australia. The 
public debt as of September 30, 1930, reached a total of 
£1,115 million, $5,429 million, or $830 per capita. Of this 
total £578 million, $2,813 million, was borrowed from abroad, 
about £151 million, $735 million, from London and £17 
million,$82.7 million, from New York, involving interest and 
sinking fund payments abroad of about £35 million, or $170 
million, annually. In addition, £43 million, $209 million, of 
principal falls due for repayment or refunding during the 
year, and it is estimated that the floating debt by the end of 
February, 1931, will have reached £57 million, $276 million, 
of which £38 million, $1.84.9 million, has been borrowed 
abroad. 

Measures to facilitate transfers of payments due abroad 
have met with difficulties. The scheme for pooling the 
banks' London funds so as to provide £3 million, $14.6 million 
a month for the government's obligations, which was put 
into effect on September 1, 1930, and the attempt of the 
banks to "peg" exchange in favor of the government, has 
resulted in the establishment of a bootleg exchange market. 
Exporters can sell their bills of exchange directly to importers 
without. the bank intermediary at better rates than the 
banks offer, and the importers do not suffer from the govern
ment's precedence. There is a tendency for exchange busi
ness to go by the banks. Pound quotations are now reported 
as official rates and open-market rates. While the banks 
have struggled to maintain their policy, the pressure brought 
to bear upon them has finally forced them to follow the 
market rate, reluctantly but steadily, downward. 

1 Sources of information: Commonwealth Bureau of Census and Statistics, 
Quarterly Summary of Australian Statistics, Official Yearbook; National Bank of 
Australia, Melbourne; Australian Institute of Economic Research, Bulletin, 
Sydney; National Council of Wool-selling Brokers of Australia, Melbourne; U. S. 
Department of Commerce, Foreign Financial News, Special Circular, No. 351, 
Far Eastern Financial Notes, Business Situation at Home and Abroad, Weekly 
Commerce Reports, and Commerce Yearbook, 1930; U.S. Department of Agri.. 
culture, Foreign Crops and Markets; New York Times dispatches. 
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During 1930 the Australian-London rate remained fairly 
normal. In January, 1930, Australian currency was worth 
£102 for £100 sterling; in October the rate was £108/10 
for £100 sterling. With the turn of the year, however, the 
Bank of New South Wales, without conferring with the 
other trading banks, which had hitherto been acting together, 
decided to raise its buying rate for telegraphic transfers 
from £108/10 to £115/2/6 Australian per £100 sterling. 
The other banks were obliged to follow suit or lose business. 
On January 14, 1931, the Bank of New South Wales again 
changed its rate to £118/7/6. By the end of the month, the 
official buying rate stood at £130/10 with the open market 
at £134 per £100 sterling. 

TABLE 53: ToTAL AND PER CAPITA DEBT, AusTRALIA, 

JUNE, 1913, AND JUNE, 1930 

June, 1913 June, 1930 
Percentage 

Increase 

Type of Debt Total in 
Per Capita 

Total in 
Per Capita Millions Millions 

Total 
Per 

Capita 
Pounds Dollars Pounds Dollars Pounds Dollars Pounds Dollars --- - ----- - - --

Total. ............ 302.0 1,469.7 62.5 304.0 1,100.0 5,353.2 170.0 827 264 172 
External. ....... 208.0 1,012.2 43.5 212.0 573.6 2,791.4 88.3 430 176 103 

Commonwealth .... 7.4 36.2 1.5 7.5 373.0 1,815.2 57.3 279 4,920 3,600 
War debt ....... 282.0 1,372.4 43.4 211 
External. ... , ... 3.7 17.8 0.7 3.5 168.0 817.6 25.8 125 4,500 3,530 

War debt ..... 92.3 449.2 14.2 69 
States ........•... 294.5 1,433.2 61.3 298.0 727.6 3,540.9 112.0 545 147 83 

External. ....... 204.4 994.7 42.2 205.0 406.0 1,975.8 62.5 304 99 47 

Exclusive of the War Debt 

External........ . . . . . . 481.0 2,340.8 74.0 360 131 70 Total. ........... ·1· 'I . . 1· ·1· .1818.013,980.81126.0 16131170 1100 
Commonwealth.... . • . . • . 91.0 442.9 14.0 68 1,120 800 

External........ . . . . . . 75.7 368.4 12.0 56 1,980 1,530 

Foreign Trade and the Balance of Payments 
Although the depreciation of the Australian exchange 

increases the financial burden of the government in meeting 
its obligations abroad, it tends to stimulate Australian ex
ports, inasmuch as the lower exchange value for the Aus
tralian pound is equivalent to a lower price for Australian 
products to the buyer in foreign countries. In fact, a strong 
argument in favor of unpegging and unrationing Australian 
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exchange is that, .while the present rate little more than 
offsets the abnormally depressed world prices for wool, grain, 
etc., which Australia has for export, a lower exchange rate 
would give the Australian exporter a distinct advantage 
over competing sources of supply. 

Under present circumstances an export balance of trade is 
especially desirable. While Australia was able easily to 
obtain capital abroad, the annual service on the debt out
standing was more than offset by the annual increase in 
loans. The balance of international payments was established 
with an import balance of merchandise. Now that increased 
borrowing on a large scale is no longer possible, outgoing 
transfers must be effected through an excess of exports. 
The depreciated exchange rate both discourages imports and 
accelerates exports. 

Australia's foreign trade during the first three quarters of 
1930 was less influenced by exchange rates than by other 
factors, such as the decli'ne in purchasing power of the 
country, but the recent depreciation of Australian exchange 
has doubtless accelerated the favorable trend observable 
during the past year. Both exports and imports show a 
sharp decline from the totals for 1929, but, whereas the 
value of exports for the first quarter of the year 1930 was 
only about 50% of that for the corresponding period in 
1929, the discrepancy has been reduced, and the total value 
of exports in 1930 was only 27% below 1929. Imports, on 
the other hand, in the first quarter of 1930 were 9% lower 
than in the first quarter of 1929, but declined in the last 
quarter of 1930 to less than 50% of those in the corresponding 
period of a year ago. The total value of imports in 1930 
was 35% below 1929. As a result of this development, 
Australia had a surplus of commodity exports in 1930. 

Normally the United States contributes about a quarter 
of Australia's total imports, and affords a market, by direct 
trade, for about 5% of Australian exports. In 1930 Austra
lia's purchases from the United States amounted to only $76 
million, as compared with $150 million for the preceding 
year, a decline of almost 50%. Direct imports of the United 
States from Australia decreased from about $32 million in 
1929 to $17.5 million, or 45%. 
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Measures have been adopted by Australia for artificial 
stimulation of exports. The most important of these mea~ 
sures was the Wheat Advances Act, guaranteeing a price for 
wheat of three shillings per bushel, f. o. b. According to th~ 
plan the buyer of wheat would have to pay an advance of 
two shillings per bushel net on delivery at country railway 
stations, and the farmer would sign an authorization to sell 
the wheat at the best price available. The difference between 
the price realized and the guaranteed price of three shillings 
f. o. b. was to be collected from the government toward the 
end of the year or when the season's wheat was all sold. To 

TABLE 54: VALUE or FoREIGN TRADE, AusTRALIA, 

1929 AND 1930 
In million pounds and million dollars 

Exports Imports Balance 

1929 1930 Per- 1929 1930 Per· 1929 1930 
Quarter~ cent- cent· 

Dol· Dol· 
age 

Dol- Pounds Dol-
age 

Pounds Dol- Pounds Pounds Pounds De- Pounds De-
lara lan crease lara Iars crease Iars 

- - - - --- - - - - - --
January to 

March .... 45 220 24 118 46 35 172 32 157 9 +IO +48 -8 
April to June 29 141 24 115 18 35 171 24 116 32 -6 -30 0 
July to Sep. 

tember ... 20 98 17 82 16 38 184 20 98 46 -18 -86 -3 
October to 

December 32 156 27 131 17 37 180 18 88 51 -5 -24 +9 - - - - - - - - - - - - -Total. .... 126 615 92 446 28 145 707 94 459 35 -19 -92 -2 

finance the Act would require a large sum of money. The 
Commonwealth Bank offered to make an advance on wheat 
to organizations at the rate of 2 shillings per bushel, 
f. o. b., equal to 1s. 6d. per bushel at country stations. 
The terms apparently were not satisfactory, and, as wheat 
prices in overseas markets continued to decline, announce~ 
ment was finally made that the guarantee scheme was to be 
abandoned. 

Nevertheless, wheat exports have apparently done well 
enough without the artificial stimulus. For the period from 
July 1, 1930, to February 7, 1931, the volume of wheat and 
flour in wheat equivalent exported was 61 million bushels as 
compared with 31 million bushels during the corresponding 

Dol-
Iars -
-39 
-1 

-16 

+43 
~ 
-13 

, 
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period of a year ago. The crop for the 1930-1931 season is 
estimated at 190 million bushels as compared with 127 
million in the preceding season. 

On the other hand, world prices are at a level only about 
half that of a year ago, and a heavy surplus in Europe, with 
Russia straining to increase production and selling in 
foreign markets in order to establish credits for purchase of 
machinery and equipment, with a favorable prospect for the 
Argentine crop, and with all the grain-importing countries 
except England endeavoring to encourage the extension of 
cereal production at home, there seems little chance that the 
total value of Australian wheat exports will increase much 
to sustain the credit side of the balance of payments and 
assist the government in meeting its foreign obligations. 

An export bounty of 4,%' d. a pound on butter, according 
to the Paterson plan, was to be paid from a fund provided 
by a levy on output of 1ti d. a pound, "voluntarily con
tributed by producers," but the decline in domestic consump.. 
tion due to the depression upset the ratio between domestic 
consumption and exports upon which the bounty had been 
calculated, and the rate had to be reduced to 3 ~d. a pound. 
For the first quarter of the fiscal year 1930-193l,July,August, 
and September, exports were 11,432,200 pounds, as com
pared with 8,750,000 pounds for the same quarter in 1929. 
Shipments to London, which takes over three quarters of 
the total, for the period from July 1 to December 27, 1930, 
reached over 60 million pounds, as compared with 43 million 
pounds for the corresponding period last year. 

The major export product of Australia, however, is wool, 
usually representing about 45% of the total value of 
merchandise exports. According to the National Council of 
Wool-selling Brokers of Australia, sales and shipments of 
wool for the second half of 1930 amounted to 1,155,520 
bales, as compared with 1,010,000 bales during the same 
period of 1929 and 1,226,000 bales in 1928. The carry-aver 
in storage was 935,464 bales, as compared with 1,258,000 
bales in 1929 and 1,159,000 bales in 1928. 

Australia produces about a quarter of the world's annual 
output of gold. Recently a law was passed by the Federal 
Parliament providing for payment of a bounty of £1 Austra-
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lian currency for each fine ounce of gold produced in excess 
of the average output for the three years 1928 to 1930, or 
about 486,000 ounces, payable for a period of ten years. It is 
unlikely, however, that this will be an appreciable factor in 
Australia's problem of balancing international accounts. 
The maximum production ever reached in Australia was 16 
million ounces in 1903. Since then the output has steadily 
declined. The value of 486,000 ounces is less than £2 million, 
$9,733,000, but during the fiscal year of 1929-1930 over 
£27.7 million, $135 million, of bullion and specie had to be 
exported to uphold Australian credit in London, and £6.4 
million, $31 million, more during the months of July to 
September, 1930. 

Proposals for Reconstruction at the Premier's Convention 
The most extreme proposal to correct Australia's economic 

situation was made by the Labor Premier, Mr. J. T. Lang, of 
New South Wales, in the Conference of State Premiers held 
on February 6, 1931, to discuss a three-year reconstruction 
plan. Mr. Lang suggested that: (a) the Commonwealth 
and State Government should not pay any further interest to 
British bondholders until Great Britain should settle the 
Australian war debt floated abroad in the same manner that 
the United States settled the British debt; (b) within 
Australia interest on all government loans should be reduced 
to 3%; and (c) the government should abandon the gold 
standard and substitute a currency ubased on the wealth 
which Australia can produce in her primary and secondary 
industries." Already, according to Mr. Lang, the State of 
New South Wales has decided to adopt this policy as far as 
applicable. Mr. E. G. Theodore, Federal Treasurer, sug
gested moderate inflation to restore the higher price level of 
two or three years ago. 

Officials of the Federal Treasury prepared a sound but 
unspectacular program to reduce government expenditures 
by £15 million, $72,997,500, annually, to revise old age, 
invalid and war pensions, and the maternity bonus, and to 
revise public salaries and railway management. These sug
gestions, however, met with little favor in the eyes of the 
administration, and Prime Minister Scullin considered that 

10 
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the officials had exceeded their instructions in making the 
recommendations. 

Immediately upon the news reports of the Conference, 
Commonwealth 5's, one of the leading Australian securities, 
fell seven points, to 67. Other securities declined similarly. 
The sound recommendations made by Sir Otto Niemeyer, of 
the Bank of England, last August, despite the formal resolu
tions passed to follow them, have hitherto been neglected. 

In the meantime many of the measures adopted to increase 
the government's revenues have fallen short of expectations. 
The new sales tax, which was calculated to yield a revenue of 
£500,000, or $2,433,000, monthly, returned only £1,068,000, 
$5,197,000, in the first four months of its operation. 
In October, £392,000, or $1,908,000, was collected and 
in November only £371,000, or $1,806,000. The new im
port duties have failed to stimulate domestic industrial 
activity. Consumer dema.nd never seems to respond favor
ably to increased prices, and production must wait upon 
demand. Thus, instead, imports have been sharply reduced, 
and the reduction of revenue from import duties has more 
than offset the increase in rates. Customs revenues for 
the second half of 1930 amounted to only £15,443,000, 
$75,153,000, as compared with over £17.4 million, 
$84,677,000, for the corresponding period in 1929. The 
increased postal charges yielded £875,413, $4,260,000, less 
than the budget estimate of £7.5 million, $36,499,000. . 

The monthly statement issued by the Federal Treasury in 
accordance with the terms of the Melbourne Agreement1 

shows an excess of government expenditures over revenues 
for the five-month period ending November 30, 1930, 
amounting to £6,035,000, $29,369,000. The total deficit of 
the government at the end of January, 1931, reached £27 
million, $131,395,000, or already almost double the deficit 
previously estimated for the entire year. 

15ee ''A Picture of World Economic Conditions in the Early Fall of 1930," 
op. cit., p. 110. 
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JAPAN 

The most important development in Japan in 1930 was 
the removal of the gold embargo. Since the World War 
Japanese industry and trade had been operating on the basis 
of an artificial price level, and the return to the gold stand
ard made necessary a painful adjustment to a new level of 
money values. The return to the gold standard meant, in 
other words, that Japanese prices had to be brought down 
to the level of prices prevailing in the other gold standard 
countries. The adjustment would not have been so painful 
if world prices had not taken a precipitous downward course 
during the year 1930. This world decline of prices increased 
the disparity between Japanese and foreign price levels and 
made the deflation all the more serious. 

Toward the end of the year, however, the price decline 
seemed to come to an end. This was due to marked reduction 
in stocks of commodities, which, however, was not accom
plished through any increase in demand, but rather through 
continued restriction of production in the most important 
industries.• By the end of the year, also, the Japanese price 
level was brought down to the world level of prices, and this 
development is interpreted as a sign that, in the absence of 
a new decline in world prices, the worst phase of the business 
depression in Japan had run its course. 

A most disturbing element in the Japanese situation dur
ing 1930 was the great decline in the price of silver, which 
decreased enormously the purchasing power of China, the 
best customer for Japanese goods. In 1930 the value of 
Japanese exports to China was 400 million yen, $198 million, 
as compared with 530 million yen, $262 million, in the pre
ceding year. The secondmostimportantmarket for Japanese 
products, with the exception of the United States, is British 
India. The effect of political disturbances in that country 

1 Mitsubishl Goshl Kaisha, "'M011thly Cirtular," To~ Jeuary1 1931, p. 3. 
131 
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is reflected in the decline of Japanese exports from 162million 
yen, ~80 million, during the first ten months of 1929 to 110 
million yen, ~54 million, during the corresponding period of 
1930. During the same period exports to the United States 
declined from 776 million yen, ~383 million, to 426 million 
yen, ~210 million. 

In 1930 the total value of Japanese exports was 1,470 
million yen, ~726 million, a decline of 25.5% as compared 
with 1928, and 31.6% as compared with 1929. A great part 
of this decline, however, was due to lower prices, particu
larly of raw silk and cotton and silk tissues. The value of 
raw silk exports, for example, was 417 million yen, ~206 
million, or 46.7% below that of 1929, while the volume 
of these exports declined only 18.3%. Similarly the value 
of exports of cotton tissues declined to 272 million yen, 
~134 million, or 34.1 %, while their volume declined only 
12.2%. . 

The total value of imports in 1930 was 1,546 million yen, 
~764 million, showing a decline of 29.6% as compared with 
1928 and 30.2% as compared with 1929. This decline was 
also due to a considerable extent to lower prices, particu
larly of raw cotton, raw wool, copper, wheat, and lumber. 
The decline in the value of imports was greater than that 
of exports, and the import surplus on merchandising account 
was reduced to 76 million yen, ~38 million, in 1930, the lowest 
figure since 1919. 

The effect of lower prices on the domestic purchasing 
power is reflected particularly in the figures of the value and 
volume of the important rice and cocoon crops. While the 
volume of the rice crop increased from 60 million koku in 
1929 to 67 million koku in 1930, its value declined from 
1,769 million yen, ~874 million, to 1,170 million yen, ~578 
million. The corresponding figures for the cocoon crop are 
102 million kwan and 106 million kwan for the volume, and 
655 million yen, ~324 million, and 304 million yen, ~150 
million, for its value. 

Wholesale prices in Japan declined 22.2% in 1930. In 
December, 1930, the index number of wholesale prices-base, 
July, 1914= 100-was 119, as compared with 153 in Decem
ber, 1929. During the same period the index number of 
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retail prices declined from 171 to 140. While, however, 
the general index of wholesale prices declined 22.2%, the 
index number of prices of domestic commodities declined 
only 16.7%, from 204 in December, 1929, to 170 a year latet. 
The prices of grain, clothing, and metals declined below the 
pre-war level by the end of 1930. Since the middle of October, 
1930, however, wholesale prices, particularly of such com. 
modities as raw silk, cotton yarn, rice, sugar, copper, and 
cement, remained remarkably stable, indicating that per. 
haps a period of stability had been reached.1 

The general situation in Japan is on the whole less gloomy 
than a few months ago. While there is no evidence that a 
business recovery is in immediate prospect, there are signs 
that sound policies are being pursued in the management of 
private and public economy. It is not unreasonable to as. 
sume that the depression has reached the low point. 

CHINA2 

Prospects of improvement in the internal conditions of 
China appear to be brighter than a year ago, although the 
situation is changing so constantly that no definite judgment 
can be formed. In the North, the rebellious generals, Yen 
Hsi-shan and Feng Yu-hsiang, seem to have been eliminated 
as a military factor, but there still remains a difficult prob. 
lem as to what to do with Feng's surrendered army of250,000 
soldiers. To turn them loose in the country would merely 
create new roving bands of brigands and communists. In 
conference with their generals, the Nationalist Government 
offered to pay 3800,000, but this sum the Shansi generals re
fused as altogether too small. Marshal Chang Hsueh-liang, 
the Manchurian governor, who was placed in charge of this 
region as "Rehabilitation Commissioner," in return for his 
support of the Nationalist Government, has insisted that 
$3 million Mexican, $750,000 gold, was needed to reorganize 
the troops, and 320 million Mexican additional "for reha.. 

l Ibid., p. 10. 
1 Sources of information: U. S. Department of Commerce, Far Eastern Financial 

News, Business Situation at Home and Abroad, and Trade Information Bulletin, 
No. 742, The Silver Market; The Statist, London; New York Times dispatches. 
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bilitation of the North." The situation is reported to be 
threatening. 

In the South, the movement started by Chang Fa-Kwei, 
the notorious cc Ironsides," and leaders of disaffected factions 
in Kwangsi, Yunnan, Szechuan, and Kweichow to seize 
this section and declare their independence of the Nanking 
Government was brought to a temporary halt, and a truce 
declared to negotiate terms. The opportunity was favorable 
for Nanking to launch a determined attack upon the com
munist bands infesting Hupeh, Hunan, and Kiangsi, in an 
effort to quell revolutionary outbreaks prior to the National 
People's Conference, to be held in Nanking on May 5.1 

Improvement in the interior is offset by uncertainty re
garding the future trend of silver exchange. The price of 
silver has continued to decline, reaching a new low record of 
24 cents an ounce in February, 1931. Imports of silver into 
Shanghai were greatly reduced during the second half of 
1930, but Canton bought large quantities for mint opera
tions. The prospect of improvement in the near future does 
not appear favorable, with India still a potential seller on a 
large scale. To carry out the policy adopted in accordance 
with the recommendations of the Royal Commission on 
Indian Currency and Finance, it will be necessary to dispose 
of much more silver than has already been sold with such 
disastrous effect. "When the Commission reported, in 1926, 
the silver stocks in the paper currency reserve stood at 
about 85 crores, and it was recommended that over a 
period of ten years these should be gradually reduced to 25 
crores by sales in the gun market. Since that date the Gov .. 
ernment of India has sold about 30 million fine ounces of 
the metal, to the great detriment of the market price, but 
owing to (various) factors .•• the silver stocks held in 

• The People's Conference, summoned for May 5, 1931, will consist of 520 dele.. 
gates, 450 representing the Chinese provinces; 22 representing the 8 leading cities, 
Nanking, Shanghai, Peking, Hankow, Harbin, Tsingtao, Canton, and Tientsin; 
12 representing Mongolia· 10 representing Tibet; and 26 representing overseas 
Chinese, including 2 from the United States, 1 from the Philippines, 1 from Hawaii, 
2 from Canada, and 1 from Cuba. Membership in the Conference is restricted to 
members of farmers' unions, labor unions, chambers of commerce, trade guilds, 
edaational societies, national or registered universities, professional associations, 
and the Kuomintang. Five years of membership in sucll groups is further stipu
lated as a condition for all candidates for election as ddegates to the People's Con
ference, but for farmers 10 years' membership in a farmers' union ia required. 
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paper currency reserve today exceed by about 35 crores the 
figure at which they stood when the Commission published 
its report. "1 

The depressed price of silver does not affect the curren
cies of the gold standard countries, and in India silver is 
used chiefly for ornaments, which have a sentimental value 
quite apart from the material value of the silver. In China, 
on the other hand, the purchasing power of the country is 
affected by the decline in the price of silver, precisely as it 
would be by currency inflation. From each trade center of 
the country reports reiterate the depressing or retarding in
fluence of low silver prices on business. 

In terms of haikwan taels, the Customs' official unit of 
valuation, imports during 1930 increased 10% over the 
previous year. Imports from the United States increased 
17%; from Japan, 5%; from India, 133%; while imports 
from the United Kingdom declined 13%. In gold value, 
however, China's imports actually decreased by 22%, as 
compared with 1929, with specific declines reported as 
follows: United States, 28%; Japan, 25%; United Kingdom, 
38%; while imports from India increased 65%. Similarly, 
Hong Kong trade, both imports and exports, increased in 
terms of depreciated Hong Kong dollars. Dairen's trade, 
on the other hand, even in terms of haikwan taels, declined 
from 191 million haikwan taels, $122,240,000, of imports in 
1929 to 181 million haikwan taels, $83,260,000, estimated 
for 1930, and 283 million haikwan taels, $181,120,000, of 
exports in 1929 to 216 million haikwan taels, $99,360,000, 
estimated for 1930. The haikwan tael was worth about 
$0.64 in 1929 and only $0.46 in 1930. China's purchases 
from the United States in 1930 amounted to $89,391,000, a 
decline of 28% as compared with 1929, and United States 
imports from China were $101,465,000, or 39% below those 
of 1929. 

With China suffering from an oversupply of silver, the 
proposal for the United States to lend the Nanking Govern
ment one billion ounces of silver to finance an extensive road
building program seems like adding fuel to the flames. This 
appears to be the view held by Mr. T.V. Soong, Minister of 

a The Statist, February 14, 1931, p. 252. 
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Finance, who plans to settle all old accounts before borrowing 
more from abroad. On the other hand, there is question 
whether China's ills come more from too much silver or 
from the slowing up of currency circulation due to internal 
disorders. The British Chamber of Commerce in Shanghai 
early last year thought that China did not have too much 
silver, and the same opinion has been frequently expressed 
in other quarters. If this is correct, then anything that 
could start productive activity in China would soon remove 
the present redundancy of silver and its unfavorable effects 
on trade. 

The proposal for a silver loan to China raised the question 
of China's present debt status. In the latest edition of 
Kimber,s Record of Government Debts, published in 
February, 1931,it is estimated that China,s government debt, 
including arrears of interest but not including the Chinese 
Railway loans outstanding, is close to $1 billion. Service 
on all the external loans, except those secured by maritime 
customs revenues, which are collected in gold and therefore 
are not directly influenced by the value of silver, has been 
paid only intermittently. Recently, noteworthy progress 
has been made in redemption of considerable sums of China,s 
foreign obligations secured on customs revenue and on the 
Salt Gabelle. Most of the railway loans, secured by earnings 
of the respective roads and also guaranteed by the Chinese 
Government, have fallen into arrears for the past ten years. 
Before any new loan can be successfully raised, it is evident 
that some sort of settlement would have to be reached in 
regard to the obligations already outstanding. 

While no new foreign loans were solicited during 1930, 
China successfully floated four internal loans aggregating 
$174 million. Of these, $24 million was secured by the 
tobacco tax. The balance was raised against the increased 
revenue, estimated at $100 million a year, expected from the 
revised import duties. The investing public in China seems 
to have confidence in the integrity of the government, even 
though the funds borrowed have been used largely to finance 
military campaigns. The government has been most careful 
to maintain its credit. On the loans raised by the Nanking 
Government there have been no defaults or arrears, and 
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30% of the total domestic debt outstanding represents an 
inheritance from the Peking regime. A new internal loan 
for $60 million Yuan was issued for public subscription in 
January. The interest rate, equivalent to 8.4% per annum, 
as compared with 9.6% on previous loans, reflects the im. 
proved credit standing of the government. Redemption of 
the loan is to be effected by monthly drawings, and com. 
pleted by the end of June, 1937. It is secured by revenues of 
the Rolled Tobacco Tax Bureau. One of the objects of the 
loan is to make up the loss of revenue due to the abolition 
of likin and certain other internal taxes. 

The abolition of likin, or taxes on goods in transit from 
one province or political district to another, as recommended 
by the Kemmerer Commission, was to be put into effect with 
the beginning of the year 1931. In some places, however, it 
has merely been continued under other names, or substitute 
taxes were created. But this condition is probably transi
tional. By circular order the various provincial and muni. 
cipal governments throughout the country have been strictly 
prohibited from imposing surtaxes or additional levies on 
commodities, and are directed to obtain special authorization 
from the ministry of finance for the imposition of any kind of 
tax or levy whatsoever. The government plans three new 
taxes to supply the revenue lost. The special consumption 
tax and the factory tax will be national taxes, and a business 
tax will be for the local governments. 



THE UNITED STATES 
The general business situation in the United States at the 

end of 1930 was characterized by extreme depression. Pro
ductive activity was approximately 25% below the average 
for the five-year period 1925 to 1929. Conservative esti
mates placed the number of unemployed workers at 5 
million to 6 million. This situation was the outgrowth of a 
practically continuous decline in activity which started in 
the summer of 1929. The year 1930 as a whole, apart from 
a temporary upturn in the spring, presents a gloomy picture 
of business recession. 

The comparison of the volume of production in various 
fields presented in the accompanying table indicates the 
widespread character of th!! depression as well as the extent 
of decline. Except for a negligible increase in the output 
of gasoline, production in 1930 was substantially below that 
in 1929. The industries most seriously affected were the 
automobile industry, in which the number of cars produced 
decreased by 37.4%, and copper mining, which showed a 
decline of 31.4%. In 1930 car loadings amounted to 45,887,-
413 cars, as compared with 52,827,925 cars in 1929, a decline 
of slightly more than 13%. Electric power production fell 
from 97,352 million kilowatt hours in 1929 to 95,638 million 
kilowatt hours in 1930. In view of the normal yearly in
crease in power production, the decline is more significant 
than these figures indicate. 

The effect of the diminished volume of production during 
1930 was intensified by the decline in wholesale prices. 
Between December, 1929, and December, 1930, the index 
number of wholesale prices, compiled by the United States 
Bureau of Labor Statistics-base, 1923-1925 = 100-declined 
from 95.0 to 74.2 in the case of raw materials; from 94.3 to 
74.3 in the case of semi-manufactured articles; and from 
93.9 to 81.9 in the case of finished products. It may be 
conservatively estimated that the total value of industrial 
production in 1930 was approximately 30% below that of 
the preceding year. 

138 
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The early months of 1931 showed no definite signs of im
provement in the business situation, although there were 
scattered indications that an upward turn was in prospect. 
During the months of January and February the production 
of pig iron, steel ingots, and automobiles increased more than 
seasonally. Building and engineering construction, as re
flected in contracts awarded, showed less than the customary 
seasonal decline. These slight signs of improvement, how
ever, were too limited in extent and too brief in duration 
to be taken as an indication that a business recovery was 
definitely taking place. During the month of March busi
ness trends were of a mixed character, and should perhaps 
he interpreted as indicating that expectations of recovery in 
the spring season are somewhat premature. 

TABLE 55: INDUSTRIAL PRODUCTION, UNITED STATES, 

1929 AND 1930 
Source: United States Department of Commerce 

Commodity 1929 mo Per Cent 
Ch~.~~p 

Bituminous coal.., ••. 534,989,000 shott tons 461,630,000 short tons -13.7 
Anthracite coal. ...... 73,828,000 short tons 69,802,000 short tons - s.s 
Coke, by-product ..... 53,412,000 short tons 45,514,000 short tons -14.8 
Crude petroleum .•• , .. 1,007,323,000 barrels 895,556,000 barrels -11.1 
Gasoline, raw .••••... 439,393,000 barrels 441,534,000 barrels +O.S 
Copper, mines ..••.... 1,006,203 short tons 690,263 short tons -31.4 
Copper, smelter ....•. 1,179,269 short tons 857,007 short tons -27.3 
~~~. domestic, refined 716,840 short tons 615,105 short tons -14.2 
Ptg tron ..••••••..... 42,286,000 long tons 31,400,000 long tons -25.7 
Steel ingots .•••.••... 54,312,000 long tons 39,653,000 long tons -27.0 
Steel castings ...•.•.. 1,353,118 short tons 991,872 short tons -26.7 
Structural steel, new 

orders ....•.....•.. 3,597,825 short tons 2,804,800 short tons -22.0 
Automobiles, total,.,. 5,358,420 cars 3,354,870 cars -37.4 

Passenger, ••••••.•. 4,569,811 cars 2,805,413 cars -38.6 
Taxicabs •• , ••••••. 17,589 cars 8,936cars -49.2 
Trucks ............ 771,020 cars 540,521 cars -29.9 

Agriculture 
The agricultural situation during 1930 was in some re.. 

spects worse than the situation in other fields of economic 
activity. Agriculture, already weakened by several years 
of depression, suffered severely from drought which materi
ally reduced the volume of important crops, particularly 
corn and hay, and which also created a shortage of the feeds 
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required for the maintenance of livestock. At the same time 
the prices of farm products underwent a sharp decline. The 
accumulated supply of wheat in this and other producing 
countries rendered ineffective the attempt of the Federal 
Farm Board to support the price of that commodity. As a 
matter of fact, it is by no means certain that the farmer will 
in the long run benefit through price-fixing measures of the 
government. On March 22, 1931, the Federal Farm Board 
announced that it would not attempt to maintain prices after 

TABLE 56: AGRICULTURAL PRODUCTION, UNITED STATES, 

1929 AND 1930 
Source: United States Department of Agriculture 

1929 1930 
Per Cent 

Crop 
Change 

Quantity Farm Value Quantity Farm Value 
Quan- Farm 

tity Value 

Wheat •••••. 809,176,000 
bushels 

$843,03G,OOO 850,965,000 
bushels 

$517,407,000 +5.2 -38.6 

Com ..•••.. 2,614,132,000 2,042,893,000 
bushels 

2,081,048,000 
bushels 

1,378,874,000 -20.4 -32.5 

Oats ........ 1,228,369,000 
bushels 

533,807,000 1,402,026,000 
bushels 

453,973,000 +14.1 -15.0 

Barley., •••. 302,892,000 166,613,000 325,893,000 129,137,000 +7.6 -22.5 
bushels bushels ' 

Potatoes, 
white.,,,, 359,048,000 469,837,000 361,090,000 326,457,000 +0.6 -30.5 

bushels bushels 
Cotton ...... 14,828,000 

bales 
1,217,829,000 14,243,000 

bales 
674,044,000 -3.9 -44.7 

Hay,,,,,,,, 113,658,000 1,336,946,000 94,767,000 1,135,294,000 -16.6 -15.1 
tons tons 

Tobacco ..... 1,524,677,000 282,764,000 1,510,308,000 216,895,000 -0.9 -23.3 
pounds pounds 

May, 1931, and that it will not authorize the Grain Stabiliza
tion Corporation to make stabilization purchases from the 
new crop. The total wheat holdings of the Farm Board 
amount to about 200 million bushels, purchased at prices 
considerably above the world level. At what prices and in 
what manner this large surplus will be sold by the Board 
has not yet been announced. 

The aggregate value of farm crops in 1930 is estimated 
by the United States Department of Agriculture at $6,274 
million, as compared with $8,675 million in 1929, a decline 
of about 28%. During the first ten months of 1930, meat 
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packers paid a total of S1,554 million for all cattle, calves, 
hogs, sheep, and lambs slaughtered under federal inspection. 
The corresponding figure for the preceding year was S1,783 
million, a decrease of 8%. The curtailment in agricultural 
purchasing power, resulting largely from a decline of more 
than 25% in the price of farm products, has undoubtedly 
~een an important factor in prolonging the business depres
SIOn. 

In the foregoing table are shown the quantity and farm 
values of production of the more important crops for the 
years 1929 and 1930. In every instance there was a sub
stantial shrinkage in value. The price of hay at the end of 
1930 was approximately the same as at the end of the pre
ceding year. In the case of the other crops, the decline in 
prices either more than offset increases or accentuated de
creases in volume. The size of the cotton crop in 1930 was 
approximately the same as in 1929. The farm value of the 
production of raw cotton, however, declined 44.7%. 

Conditions in I mportanl Industries 
Production in the iron and steel industry followed the 

general course of the business depression. During the first 
three months of 1930 steel ingot output was onlv 13% 
smaller than in 1929. The balance of the year, however, 
was characterized by a steady decline, interrupted only by 
an abortive recovery in August. From a peak of 86% of 
capacity in February, production declined to 35% of ca
pacity in December. The decline in production was accom
panied by a decline in the prices of steel products, reaching 
in some cases the lowest level since 1922. 

Construction activity, including all types of construction 
work, was 21.3% lower in 1930 than in 1929. This decline 
resulted largely from the reduced amount of residential build
ing. The valuation of new commercial and industrial build
ings was also substantially lower. As a result of the activi
ties of various governmental agencies in encouraging the 
development of public enterprises, the amount of consttuc- · 
tion in the field of public works and utilities was notably 
increased. The greater decline in automobile production, as 
compared with the decline in building and engineering con. 
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struction, placed the latter industry in the lead as the largest 
consumer of steel mill products in 1930. 

So far as the oil industry is concerned, the year 1930 
opened with an accumulation of excess stocks from the over
supply of 1929. Depressed demand, low prices, and keen com
petition in both the domestic and foreign markets character
ized the year's operations. As a result of efforts to curtail 
output, crude production in the United States declined by 
109 million barrels, from 1,007 million in 1929 to 898 million 
in 1930. Total stocks of all oils were reduced by about 
23 million barrels, whereas they had increased by 68 million 
in 1929. About 40 million barrels less crude oil was treated 
in refineries than in 1929. As the result of increased cracking 
operations, the refinery production of motor fuel increased 
slightly, from 435 million to 436 million barrels, but the 
output of kerosene declined almost 7 million barrels, while 
the balance of the decreas~ was in gas and fuel oils. The 
curtailment of refinery operations was due to an effort to 
reduce the excess stocks of refined oils accumulated in 1929, 
to a decline in both domestic and foreign demand, and to an 
increased import of gasoline and fuel oil. 

Imports of all oils in 1930 were about 3 million barrels 
less than in 1929. Crude imports declined by 17 million 
barrels, but imports of gasoline increased 8 million barrels 
and of fuel oil almost 6 million barrels. This change was 
primarily due to the expansion in the refining industry of 
the Netherlands West Indies, which uses Venezuelan crude 
oil. Exports of all oils declined by 6 million barrels. Motor 
fuel exports increased by only 3.5 million barrels, mainly 
in the North-European markets, while a loss of almost 3 
million barrels in gas and fuel exports occurred. Kerosene 
exports declined 3 millions, lubricants 1 million, and crude 
exports about 2.5 millions. This decline is even more sig
nificant in view of the fact that exports had increased by 
8 million barrels in 1929. To the depressed market in foreign 
countries was added the increasing competition with Russian 
and Venezuelan oil products abroad. 

The apparent domestic consumption of all oil products 
declined by about 16 million barrels. The consumption of 
motor fuel showed an increase of less than 20 million barrels, 
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whereas in 1929 the increase was about 44 million barrels. 
The consumption of lubricants declined 2 million barrels and 
of kerosene, over 1 million barrels, while the major decline in 
oil consumption occurred in the use of gas and fuel oil. 
Depressed industrial demand combined with the increasing 
competition of natural gas, for domestic and industrial uses, 
were the major factors in the decrease in fuel oil consumption. 

Conditions in the various branches of the textile industry 
in 1930 were not uniform. The industry has been faced with 
overproduction for a number of years, and the advent of the 
general business depression served to enhance that problem. 
Production in 1930 for the industry as a whole is estimated 
to have been about 22% below 1929 and 16% below 1928.1 

TABLE 57: BuiLDING AND ENGINEERING CoNSTRUCTioN, 

UNITED STATES, 1929 AND 1930 
Source: United States Department of Commerce 

In thousand dollars 

Type or ConnruetiOD 1929 1930 Per Cent 
Chance 

Commercial buildings ........................ $929,188 $628,810 -32.3 
Industrial buildings .•.•••.•••••.••..•••.•.•.. 756,512 459,943 -39.2 
Educational buildings ............. , .•...•.•.. 381,908 376,050 -1.5 
Hospital and institutional buildings ...••..•.... 152,204 163,121 +7.2 
Public buildings., ................ , .• ,,,,., .. 120,778 139,816 +15.8 
Religious and memorial buildings .... , •.•. , ••.. 106,lll 92,837 -12.5 
Social and recreational buildings .. ,, ••••.•. ,,. 140,019 113,298 -19.1 
Residential building, aU types .•••••••• , •• , •••. 1,915,728 1,101,315 -42.5 
Public works and utilities. , ••• , , .•.•••••. , ••. 1,248,342 1,447,928 +16.0 -Total construction, aU types ......•..•.•.•.. 5,750,791 4,523,115 -21.3 

In the cotton branch of the industry, the average daily 
spindle activity during the first eleven months of 1930 was 
252 million spindle hours, representing a decrease of 23.6%, 
as compared with the corresponding period in 1929. Stocks 
at the end of the year were substantially lower. During the 
last two months production, stimulated by the moderate 
buying wave in September and October, exceeded sales. 
A new attempt to remove the evils of excessive productive 
capacity was recently inaugurate'd by the formulation and 
discussion of an agreement to restrict night work throughout 
the industry. 

• Textile World, February 71 1931. p. 80. 
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The wool industry, in which production activity in 1930 
was about 28% below 1929, suffered the largest slump ex. 
perienced in any of the major textile branches. A few mills 
were operating at capacity, but a larger proportion were 
relatively inactive. No solution of the problems of excessive 
capacity and overproduction appears to be in sight. 

The silk industry benefited from the unprecedented de
cline in the price of raw silk, apart from the resulting losses 
in inventory. Silk spindle activity in 1930 was only about 
5.3% below 1929. Broad loom activity during the first 
ten months was about 9% lower than in 1929, while narrow 
loom activity declined 21%. 

Earnings, Employment, and Cost of Living 
The result of the monthly investigations of the National 

Industrial Conference Board with respect to earnings, em
ployment, and the cost of .living during 1930 are presented 
in the accompanying table. The data relating to earnings 
and employment cover 21 branches of manufacturing indus-

TABLE 58: AvERAGE MoNEY AND REAL EARNINGs, EM

PLOYMENT, AND HouRs oF WoRK IN MANUFACTUR-

ING INDUSTRY, AND CosT OF LIVING, 

UNITED STATES, 1930 
Source: National Industrial Conference Board 

Index Numbers Index 
Real Earnings Average of Earnings Num- Aver• 

Eamiogs Base, July, hers of age Cost Base, july, 
1914=100 .Em- Hours of 1914=100 

ploy. of Living 
Month ment Work Bue .. 

Aver- Aver- Base, vJ:er 
July, 

Hourly W cekly age age lune, age- 1914= Hourly Weekly 
Hourly Weekly 920= Earner 100 

100 ------------
January .••••..... $0.592 $27.51 237 215 83.4 46.4 160,4 148 134 
February ••••••.•. 0.597 27.90 239 218 83.8 46.7 158.8 151 137 
March ............ 0.596 27.59 238 216 82.9 46.3 157.4 151 137 
April ............. 0.598 27.64 239 216 81.6 46.1 157.5 152 137 
May ............. 0.597 27.05 239 212 80.3 45.2 156.2 153 136 
June •••••••.•••.. 0.594 26.48 238 207 78.0 44.5 154.8 154 134 
uly .............. 0.595 25.72 238 201 72.4 43.3 152.4 156 132 

August .•••••••••. 0.597 25.38 239 199 70.8 42.6 151.6 158 131 
September •••••••. 0.593 25.22 237 197 69.9 42.5 152.9 155 129 
October .......... 0.590 24.85 236 194 68.2 42.3 151.9 155 128 
November .••••••. 0.586 23.99 234 188 67.6 41.0 150.0 156 125 
December ......... 0.584 24.23 234 190 67.4 41.7 147.6 159 129 
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try, but in the table only the general averages are shown} 
The significant feature of the current business depression 
has been the general tendency on the part of employers to 
maintain wage rates as indicated in the slight change in 
hourly earnings during 1930. Weekly earnings, however, 
declined 13.5% from December, 1929, to December, 1930, • 
largely as a result of the decline in the average hours of work. 
A small increase in hours at the end of the year produced a 
slight recovery in weekly earnings. Except for an insig
nificant improvement in February, 1930, the index number 
of employment declined continuously, reaching in December, 
1930, a point 19.1% below the index for December, 1929. 

As a result of a consistent fall in the cost of living, the 
effect of the decline in weekly earnings was somewhat 
lessened. Real weekly earnings declined less than 4% dur
ing 1930, while hourly earnings were about 6% higher at the 
end of the year. 

The downward trend in the cost of living was due to 
generally lower prices for all of the budget items upon which 
the Conference Board's index is based. The largest decrease 
was in food prices, which amounted to 13.2% between De
cember, 1929, and December, 1930. Rents declined 5.4% 
during the same period, and clothing prices 12.8%. The 
purchasing value of the dollar at the end of 1930 was 67.8 
cents, as compared with 100 cents in July, 1914, and 109.3 
cents as compared with 100 cents in 1923. 

Financial Conditions 
The year 1929 was noteworthy for the extraordinary in

crease in the flotation of new capital issues, and, in view of 
the business depression, contraction in 1930 was inevitable. 
New financing in 1930 reached a total of S7,676 million, as 
compared with $11,592 million in 1929.2 While the volume 
was greatly reduced, the character of new financing was im
proved. It is noteworthy that investment trusts, which con
tributed S2,224 million of the capital issues in 1929, con
tributed only S233 million in 1930. 

1 The detailed figures for the separate industries ean be found in the Conferenee 
Board's Service Letter on Industrial Relations and annual report on Wages and 
Employment in the United States. 

1 Commercial and Financial Chronicle, January 17, 1931, pp. 374-384. 
11 
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As shown in the accompanying table, new financing by 
foreign countries in 1930 was 45.6% higher than a year ago. 
In the preceding year the absorption of funds by the stock 
market and the prevailing high rates for money not only acted 
as a check upon loans to foreign countries but also attracted 
large sums of short-term funds from abroad. While the removal 
of that check resulted in a large increase in the flotation of 
foreign securities, the total new financing on behalf of foreign 
countries did not approach the levels of 1927 and 1928. 
Furthermore, there was an almost complete cessation of 
foreign financing during the second half of the year owing to 
unfavorable political developments in many parts of the 
world. The increase in foreign capital issues was due en
tirely to governmental loans, which increased 606.1%, while 
private loans declined considerably below the 1929level. 

TABLE 59: CAPITAL Issu,Es IN THE UNITED STATEs, 1929 
AND 1930 

Source: Commercial and Financial Chronicle 

Type of Issue 1929 1930 
Per Cent 
Change 

C~ada, its provinces and municipali-
$61,812,000 $137,744,000 +122.8 ttes ............................. 

Other foreign governments ........... 68,250,000 481,886,000 +606.1 
Canadian corporate issues ....•....... 314,113,900 297,097,390 -5.4 
Other foreign corporate issues ......... 335,694,386 219,052,000 -34.7 

Total .......................... 779,870,286 1,135,779,390 +45.6 
Domestic issues ..................•.. 10,712,293,743 6,540,528,187 -38.9 

Grand total. ................... 11,592,164,029 7,676,307,577 -33.8 

Of the total of $620 million in loans to foreign governments 
during 1930, South American issues represented $227.5 
million; European issues, $141.8 million; and Canadian 
provincial and municipal issues, $137.7 million. In the case 
of corporate issues, Canada ranked first, with $297 million, 
and Germany second, with $86.6 million. The combined 
governmental and corporate foreign financing in 1930 
amounted to $1,135.7 million, of which Canada accounted 
for $434.8 million, Germany $185.9 million, and Argentina 
$147.2 million. 

Except for a short-lived recovery in the spring, the trend 
of stock prices in 1930 was downward. An index based on the 
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average weekly closing price of 402 stocks-base, 1926= tOO
showed a decline from 153.8 in December, 1929, to 109.4 in 
December, 1930. The price of bonds, on the other hand, in 
general rose during the year and closed at a slightly higher 
level than at the end of 1929 in spite of a reaction in De
cember. The monthly total of brokers' loans, as reported by 
the New York Stock Exchange, increased from $3,990 mil
lion on December 31, 1929, to $5,063 million on April 30, 
1930. At the end of 1930 such loans amounted to only 
$1,894 million. In order to expand credit and support the 
declining security market, the Federal Reserve Bank of New 
York made repeated reductions in the discount rate, until at 
the end of 1930 that rate was reduced to an unusually low 
point of 2%. 

TABLE 60: BusiNEss FAILURES, UNITED STATES, 1929 AND 
1930 

Source: Dun's Review 

1929 1930 
Type of Bu1ine•• 

Number Liabilities Number Liabilities 

Manufacturers .•......••..•...•... 6,007 ~186,735,000 6,278 ~238,640,000 
Trade establishments ..••••.• , ..... 15,417 224,732,000 18,443 273,431,000 
Agents and brokers ................ 1,485 71,786,000 1,684 156,715,000 

Total commercial .•••••... , ••... 22,909 483,252,000 26,355 668,283,000 

Banks.,,,, ...................... 437 218,797,000 934 908,158,000 

In spite of the depression, interest and dividend payments 
exceeded those of the previous year, the total of such pay. 
ments amounting to S8,208 million in 1930, as compared with 
S7,588 million in 1929. In many instances, however, divi
dends on common stocks were reduced or omitted, and to a 
large extent the increase in total payments represented the 
distribution of the accumulated surpluses of other years. 
In 1931 the full force of decreased earnings in 1930 will be 
felt. 

Business failures during 1930 were more numerous and 
involved larger liabilities than in 1929. As shown in the ac
companying table, the liabilities represented in commercial 
failures amounted to S668 million in 1930, as compared with 
$483 million during the preceding year. The number of 
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bank failures more than doubled, and the liabilities of the 
failed banks rose from $219 million in 1929 to $908 million in 
1930. The most noteworthy failure was that of the Bank of 
United States, taken over by the New York State Superin
tendent of Banks on December 11, 1930. This institution 
had 62 branches in New York City and deposits of approxi
mately $200 million at the time it was closed. 

Foreign Trade 
The decline in the foreign trade of the United States in 

1930 furnishes evidence of the widespread character of the 
depression. The value of domestic exports amounted to only 
$3,782 million, a decline of 26.7% as compared with 1929. 
The value of imports declined to $3,061 million, or 30.4% 
below that of the preceding year. The decline in both cases is 
partially explained by the fall in prices. Exports of raw cot
ton, for example, were only 13.1% less in volume in 1930 
than in 1929, while the decline in valuewas35.6%. Similarly, 
in the case of imported raw silk there was a decline of 15.4% 
in volume and of 38.5% in value. That lower price levels 
tended to accentuate the decrease in the total value of ex
ports and imports is also indicated by the relatively smaller 
percentage decline in the cargo tonnage of water-horne com
merce. Data collected by the United States Shipping Board 
show that the cargo tonnage of water-borne exports during 
the first ten months of 1930 totaled 42,796,744 tons, as com
pared with 48,178,365 tons during the corresponding period 
in 1929, a decline of 11.2%. Water-borne imports declined 
only 5.1 %, from 42,206,957 tons in 1929 to 40,079,102 tons 
in 1930. While the foreign trade picture as a whole appears 
less dismal when volume rather than value data are con
sidered; it should be noted that in the case of individual 
commodities, for example, automobiles, the decline in value 
represented primarily d1minished volume rather than lower 
pnces. 

The decline in value in 1930, as compared with 1929, 
extended to all commodity groups of both imports and ex
ports. A decline of over 30% is shown in the case of imports 
of crude materials, manufactured foodstuffs, semi-manu
factures, and exports of crude foodstuffs. Exports and im-
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ports of finished manufactures deClined least in total value, 
a fact that may be partially explained by the relatively 
smaller decline in the prices of those commodities. 

Trade with individual countries during 1930 was not 
equally affected by the economic situation, but, with the 
exception of Soviet Russia, the decline in exports and im
ports was general. American exports to Russia increased 
36.6% in 1930, as compared with 1929, and reached a total 
of $111,361,847. Purchases by that country included more 
than $29 million for tractors and over $7 million for raw 
cotton. An increase of only 2.1% in imports from Russia 
resulted in an excess of exports over imports of more than 
$89 million. 

TABLE 61: VALUE or FoREIGN TRADE BY CoMMODITY 

CLASSES, UNITED STATES, 1929 AND 1930 
Source: United States Department of Commerce 

In thousand dollars 

lmpom Per Domesrie Expom Per 
Commodity Group C..nt C..nt 

1929 1930 Chane• 1929 1930 Chance ---------
Crude materials ..•••••. $1,558,620 $1,002,159 -35.7 $1,142,352 $829,034 -27.4 
Crude foodstuffs., ...... 538,560 400,705 -25.6 269,590 178,533 -33.8 
Manufactured foodstuffs . 423,622 292,996 -30.8 484,304 362,649 -25-.1 
Semi-manufactures ...... 885,051 608,123 -31.3 729,013 512,865 -29.6 
Finished manufactures ... 993,508 757,108 -23.8 2,531,823 1,898,747 -25.0 

4,399,361 3,061,091 -30.4 5,157,083 3,781,828 -26.7 

The percentage decline in exports to different countries 
varied from 13.2% in the case of Mexico to 50.5% in the 
case of Brazil. On the whole, exports to Europe declined 
less than exports to South America and Oceania, a fact which 
may be in part attributed to differences in the character 
of the trade. European purchases from the United States, 
exclusive of those made by Russia, consist largely of food
stuffs and commodities, such as gasoline, which are in the 
nature of necessities and are consequently less seriously af
fected by unfavorable business conditions. Exports to 
South America and Oceania represent chiefly machinery and 
vehicles, the purchase of which is usually curtailed during 
periods of depression, as indicated by the decline in the total 
value of this class of exports from $1,201 million in 1929 to 
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$843 million in 1930. Moreover, unstable political condi
tions in several South American countries also contributed 
to reduce exports to that region. For example, the number 
of motor trucks exported to Brazil declined from 18,856 in 
1929 to 575 in 1930, and the number of passenger cars from 
17,250 to 649. · 

TABLE 62: GEoGRAPHIC DISTRIBUTION or FoREIGN TRADE, 

UNITED STATES, 1929 AND 1930 
Source: U. S. Department of Commerce 

Imports Per Exports Per 
Cent Cent 

1929 1930 Change 1929 1930 Change 

North America ... $981,531,831 $761,822,549 -22.4 $1,395,063,511 $1,019,473,101 -26.9 
Canada ..•.... 503,496,245 402,306,451 -20.1 948,446,342 659,325,575 -30.5 
Mexico ....... 117,738,122 80,293,493 -31.8 133,863,144 116,214,072 -13.2 

South America ... 639,757,160 433,487,250 -32.2 539,309,461 337,531,425 -37.4 
Argentina ..... 117,581,273 71,890,069 -38.9 210,288,027 129,828,522 -38.3 
Brazil •........ 207,686,130 130,853,892 -37.0 108,787,578 53,805,103 -50.5 
Chile .••••.... 102,024,606 54,784,528 -46.3 55,776,014 46,408,832 -16.8 

Europe ......•.. 1,332,627,061 908,821,747 -31.8 2,340,844,818 1,838,387,708 -21.5 
France ......•. 171,485,155 113,775,442 -33.7 265,591,895 '223,961,243 -15.7 
GermanL;···· 254,688,470 176,984,050 -30.5 410,448,493 278,237,440 -32.2 
United · g-

dom ........ 329,750,565 209,982,700 -36.3 847,999,841 678,108,376 -20.0 
Italy ......... 117,066,598 79,333,972 -32.2 153,967,819 100,424,185 -34.8 
Soviet Russia .. 21,519,984 21,962,623 +2.1 81,547,760 ll1,361,847 +36.6 

Asia ...•..•.••.. 1,280,281,380 856,586,758 -33.1 643,215,557 447,855,849 -30,4 
China .•...... 166,233,149 101,464,511 -39.0 124,163,547 89,391,284 -28.0 
Japan •...•.... 431,872,906 279,113,055 -35.4 259,127,502 164,658,158 -36.5 

Oceania ......... 56,556,162 32,792,815 -42.0 192,024,086 107,810,755 -43.9 

Africa .......... 108,607,472 67,579,500 -37.8 130,537,769 92,332,511 -29.3 

The d~cline in the value of imports from the principal 
countries of the world was more uniform. Imports from 
Canada were only 20.1% lower in 1930 than in 1929, while 
those from Chile were 46.3% and from Oceania 42.0% 
lower. The decline for nearly all the other important coun
tries or regions was in the neighborhood of 35%. While this 
general decline in the value of imports is indicative of the 
lessened demand on the part of the United States for the 
products of other countries, resulting from the decline in 
business activity, the lower price levels during 1930 for such 



THE UNITED STATES 151 

important import commodities as silk, rubber, and coffee 
must be considered in evaluating the contraction of imports. 
With relatively few exceptions, however, the volume as well 
as the value of imported commodities decreased materially. 
The most noteworthy exception was coffee, which showed a 
decline in total value from S302 million in 1929 to S209 
million in 1930, while the volume increased from 1,482 
million pounds to 1,599 million pounds. · 

The foreign trade situation at the end of 1930 afforded 
no definite signs of improvement in economic conditions in · 
the United States. Total imports and exports in November 
were smaller than during the preceding month. December 
showed a slight increase over November in the total value of 
imports as a result of somewhat larger imports of crude 
materials. Exports declined further in total value during the 
final month despite relatively small increases in the value of 
exports of both semi-manufactures and finished manufac
tures. These changes, however, were not ·sufficiently im
portant to justify any conclusions in regard to the current 
trends in foreign trade or in the general business situation. 

Public Finances 
The Seventy-first Congress during the two years of its 

existence made total appropriations of S10,249,819,000. 
During the final session ending March 4, 1931, appropria
tions for the fiscal year 1932 totaled S5,180,107,522, repre
senting a per capita expenditure of over S42 and an increase 
of SS18 million over the appropriations made during the 
preceding session. 

The increase in expenditures was in part the result of 
special appropriations intended to relieve the conditions 
created by the drought and the general business depression. 
Such appropriations amounted to S450 million. In addition, 
Sl74,651,331 was provided to meet the requirements of the 
soldiers' bonus legislation. The agricultural marketing fund 
of the Federal Farm Board was increased S150 million. 

This upward trend in the expenditures of the Federal 
Government, accompanied by a corresponding, if not larger, 
increase in state and local expenditures, contribute another 
disturbing factor to the economic and financial situation. 
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The necessity for governmental borrowing to provide for the 
undetermined amount required for loans on veterans' bonus 
certificates and to cover tax deficits involves the withdrawal 
of considerable funds from the money market in the immedi
ate future and the consequent decrease in the money avail. 
able for private industry and trade. The short-term debt of 
the Federal Government at the beginning of 1931 was ap.. 
proximately $2,500 million, and a continuance of easy money 
and low interest rates are of great importance in order to 
facilitate future refinancing of that debt as well as the re
funding of the first Liberty Bond issue, due in 1932. The 
increase in governmental expenditures coinciding with a 
decline in revenues not only imposes a difficult task on the 
Treasury Department but also foreshadows increased tax 
burdens prejudicial to business recovery. A budgetary defi
cit of about $600 million is expected by the Federal Gov
ernment during the current fiscal year, ending June 30, 1931, 
and will have to be met by borrowing. 
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FACTS AND PROBLEMS IN WORLD TRADE / 

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

THE year 1930 will be regarded as the period of one of 
the worst industrial and commercial slumps that have 
been experienced within the memory of those living. 

No country seems to have escaped the after-effects of the 
War, with the great destruction of wealth which then took 
place, although France up to the present seems to have 
suffered less than other countries. Agricultural countries 
have been particularly affected, but manufacturing coun
. tries have not escaped, and Great Britain, which is perhaps 
dependent more than ~ny other country on her export trade, 
has had to face very hard times. 

Practically every British industry has been affected by the 
shrinkage of exports, but especially the basic industries 
which have been more or less under a cloud of depression 
since 1920. Exports have declined about twenty per cent 
in value during the past year, and, though the fall in volume 
is hardly so serious, since the fall in prices to some extent 
emphasizes the decrease, it is serious enough to cause con
siderable anxiety for the future. 

The alarming feature is that for the first time Germany 
has overtaken us in the export market and, in spite of a tre
mendous unemployment burden and depression in the home 
market, has managed to maintain her export trade better 
than we have. A close scrutiny of the situation, however, 
will perhaps make it clear that British exporters have been 
suffering from adverse conditions which have not affected 
the German markets to the same extent. 

The decrease in British trade with the American, Aus
tralian, Indian, and Chinese markets accounted for ap
proximately half the total decrease, and these markets have 
been particularly affected by economic vicissitudes and ex
change problems, on the one hand, and political distur
bances, on the other. In the markets on which Germany is 
more dependent for the bulk of her export trade, conditions, 

ISS 
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though bad, have not been quite so disturbed. In view of 
the universal depression, there is small wonder that there 
were 718,000 fewer persons employed in British industry 
than a year ago. 

We have perhaps been too prone in the past to place undue 
stress on the importance of production alone and to imagine 
that it was the sole key to progress. To find a system under 
which production received the strongest stimulus seems to 
have been our Ultima Thule, and after that everything 
would be for the best in the best of possible worlds. 

Certainly invention has made it possible to produce, first, 
necessities of life and, afterwards, luxuries in ever-increasing 
amounts much more easily and at a speed which would have 
been simply astonishing to an age that knew not the secrets 
of mass production. It was inevitable that, when machinery 
could be made to perform processes which previously had 
involved human labor, unemployment on an increasing scale 
would sooner or later occur unless the plant and machinery 
for such production could be increased methodically to re
absorb labor. Such a development would be contingent on 
the perfection of distribution methods over an ever
increasing area. 

The United States has made a valiant attempt to reconcile 
distribution methods with an increasing mass production 
system. Perfection of salesmanship, hire-purchase methods, 
the deliberate infusing of a new psychology into the pur
chasing public, which was all to the benefit of trade, and the 
payment of higher wages to give practical scope to this new 
mentality succeeded for many years in promoting a pros
perity in which all seemed to share. Whether or not this new 
universal prosperity directly contributed to the speculation, 
which was not without its effect on the slump that occurred 
towards the end of 1929, is a matter for experts on the spot to 
decide. However that may be, when the slump came and 
the agricultural section of the community was unable to 
play its part in the trade cycle owing to the decreasing re
turns on the sale of primary products, the importance of 
export trade became at once apparent. 

The increasing tendency toward economic nationalism 
has aggravated the situation for every exporting nation and 
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has brought home the economic truth that no country can 
be a law unto itself. American export trade has been 
affected to an extent even more pronounced than British 
trade, having decreased by something like twenty-three per 
cent. This is a particularly serious matter at a time when 
internal trade has decreased to an unprecedented degree. 

We are apt to overlook the fact that the population of the 
world has not increased in similar ratio to the improvement in 
productive capacity, and this is bound to have affected 
capacity to absorb the world's agricultural products, raw 
materials, and manufactures; but, apart from this, the 
standard of living varies in different countries to such an 
extent that there are vast areas in the world the populations 
of which exist under conditions that never permit them to 
come in contact with the products of more developed coun
tries, and so a vast potential market remains comparatively 
untapped. It has been computed that there are eight or nine 
hundred million people in China, Russia, and India, whose 
standard of living over a long period has remained more or 
less stationary and in some cases has gone back, and who 
have remained untouched by the improvements that have 
taken place in the production of agricultural products, raw 
materials, and manufactured articles. In China internal 
conditions and civil warfare have for many years prevented 
economic development. The policy of the Soviets has tended 
towards the isolation of Russia from the rest of the world, 
while in India a doctrine that advocates a return to the 
spinning wheel and the institution of boycotts on foreign 
goods is bound to be inimical to an improvement in the 
standard of living of the masses, whatever its professions 
may be. I have mentioned three areas the potentialities of 
which are considerable, but there are others. 

It is perhaps hardly true to state that industry has failed 
to realize the importance of adequate world distribution 
methods. 

In the United States the perfection of sales methods in the 
home market has certainly kept pace with the perfection of 
mass-production methods. American methods have spread 
to Europe, and the incidence of tariff barriers in practically 
every country as aids to the development of home industries 
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and the growth of economic nationalism has, in effect, tended 
to concentrate efforts toward the perfection of distribution 
methods in national and insular channels. 

With the growth of economic nationalism on every side, 
the importance of export trade to a country is becoming 
increasingly significant. To Great Britain, of course, exports 
are of paramount importance, and Germany must maintain 
her export trade if she is to fulfill her engagements under the 
Young Plan. America is certainly the greatest exporting 
nation in respect to total value, although we must not lose 
sight of the fact that Great Britain exports more than £12 
worth of goods per head of population, as compared with 
£5.10.0 and £7.10.0 on the part of America and Germany 
respectively. In view of the tremendous internal resources 
of America, however, and the volume of her domestic trade, 
we have hitherto been apt to consider her export trade as of 

·subsidiary importance to her. Perhaps her apparent desire 
to dissociate herself from European affairs and the belief 
that a country which reduced imports to a minimum could 
not hope to carry on an expanding export trade have con
tributed to this belief. 

However that may be, it is obvious that America must 
make increasing efforts on behalf of her export trade, and, 
in view of her high standard of living and costs of produc
tion, it is important for her to be able to sell a substantial 
proportion of her products at home at remunerative prices. 
We shall doubtless witness an intensive competition for 
world markets among America, Great Britain, Germany, and 
the other industrial nations, and the situation will be still 
further complicated by artificial trade barriers in such 
markets as are desirous of encouraging growing national 
industries. 

With so many industrial nations in the field, there is 
naturally keen competition, and goods are often bound to be 
sold at unremunerative and uneconomic prices. Whether 
or not this forcing down of prices by competition will in the 
long run be beneficial to world trade is a debatable point. 
Hitherto, speaking in a general way, the wholesale prices of 
manufactured goods along with retail prices have fallen to a 
much smaller extent than the prices of primary products. 
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It is, of course, natural that this should be so, as indus.. 
trialists are able to combine in the maintenance of prices and 
restriction of output to a much greater degree than agri
culturists. If the fall in wholesale prices of manufactured 
goods can be made to approximate that which has taken 
place in the case of primary products, it is argued in some 
quarters that the way to recovery will be smoothed. How
ever that may be, prices of manufactured goods certainly 
are being forced down to uneconomic levels in markets such 
as the Japanese and South American by fierce international 
competition. In such a struggle the manufacturer, whose 
initial costs are burdened by high taxation, local rates, and 
similar charges, is tremendously handicapped. 

Let us take a case in point. Before the War competition 
in the Japanese steel market was by no means so intense as 
it is at the present time. To the competition among British, 
German, Swedish, and American firms is added competition 
from East European countries, where phenomenally low 
wages make possible the manufacture of goods at extremely 
low prices. In the midst of this international competition, 
we see the spectacle of infant Japanese steel industries 
gradually growing to power, helped initially by American 
and Continental technicians, and eventually being arti
ficially brought to adolescence by a policy of intensive 
economic nationalism which seeks to exclude all external 
competition. Finally, as in the case of textile manufac
tures, we see Japan entering the field as an exporter, assisted 
by low wages and standards of living, and adding to the 
number of competitors in some particular market, thus 
further assisting to force down prices to uneconomic levels. 

International action has been taken from time to time in 
certain industries in the direction of rationalization of dis.. 
tribution and limitation of markets, and doubtless the future 
will witness still further advances along these lines. Psycho
logical similarities appear to be leading the constituent units 
of the British Commonwealth of Nations toward a much 
closer economic union, although much distance has still to 
be traveled. Complete free trade within the Empire, while 
it might have been feasible many years ago, does not appear 
to be possible of achievement at the present time, as there 
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are too many barriers and difficulties to permit of its being 
carried out. Outside economic pressure, however, might 
conceivably change the situation. 

At the same time we cannot altogether lose sight of 
M. Briand's plan for closer European economic union, 
although little has been heard about the subject for some 
time. It may well be that the project of a United States of 
Europe is not altogether as chimerical as we believe and may 
be revived at some future time. 

We must also remember that there is for the first time a 
formidable body of public opinion in Great Britain that is 
advocating a really protectionist policy. This is hardly re
markable, in view of the tremendous volume of unemploy
ment in the country, the extent of foreign imports, and the 
fact that they have not fallen in ratio with the fall in British 
exports, hampered as they are in most countries by high 
tariff barriers. . 

Thus, in a general review of the markets of the world, 
we find fierce competition in individual markets among the 
different manufacturing nations, and the situation is further 
complicated in the case of countries that are developing 
secondary industries by ever-increasing protective restric
tions. In Australia certain articles have been definitely 
excluded altogether, although there the position is somewhat 
unique and is likely to be modified in the near future. We 
must look for keener competition still in the world's export 
trade as the nations that are going in for increasing economic 
nationalism strengthen their positions and begin to export 
manufactures. 

Side by side with this intensive competition, there seems 
to be a growing tendency toward what we may term a 
psychological demarcation in certain areas of economic 
activity. The United States has long been an area more or 
less self-contained, producing foodstuffs, raw materials, and 
manufactures, and the natural tendency of the component 
states to trade with one another has been further strength
ened by protective barriers. Geographical considerations 
have doubtless assisted to a great extent in cementing trade 
relations between Canada and the United States, and it re
mains to be seen whether or not Canada and the rest of the 
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British Empire will draw closer economically to the Mother 
Country. Inter-Imperial trade is developing, but at present 
it is only assisted by Imperial preferences, the efforts of such 
bodies as the Empire Marketing Board, which is certainly 
doing good service in creating an atmosphere and a certain 
sentimental feeling, although it must not be overlooked that 
Great Britain gives substantial naval and military protec
tion and pays for the cost. At the same time, it would be 
rash to prophesy that inter-Imperial economic ties will never 
be strengthened by an increase of protective measures against 
nations outside the Empire. 

M. Briand's tentative scheme, to which I have previously 
referred, at least indicates that there is also a desire in cer
tain European circles for closer economic cO-Operation among 
a certain group of states. Amidst all these divergent ten
dencies, such bodies as the International Chamber of Com
merce and the League of Nations pursue their efforts to bring 
about increasing good-will, understanding, and economic co
operation among all nations. 

In my view, we shall make an important step in the direc
tion of restoring international economic equilibrium if we 
can secure some kind of concerted action towards the culti
vation of a desire on the part of the more primitive peoples 
for products that are at present in circulation among only a 
limited portion of the world's population. If some of the 
effort that is now expended by national salesmen on the 
cultivation of a desire for a particular national brand of 
article in a market which has already been initiated into 
the uses and advantages of that article apart from any par
ticular brand, could be spent on the cultivation of a desire 
for the article itself apart from considerations of brand in a 
market that had never heard of it, we should considerably 
increase the volume and circulation of world trade. In 
consideration of this question, account must be taken of the 
dislocation caused by the War and the subsequent necessity 
of adjusting productive power to post-war conditions. This 
has demanded the use of resources that would otherwise 
have been available for world development and the creation 
of new markets. 

Before the War financial stability was more or less assured, 
12 
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but the post-war influences of inflation and deflation and the 
various expedients of nationalist economic policies, com
bined with the burden of reparations and allied debts, have 
delayed the return to really balanced conditions. 

It is heartening to review the numerous concerted efforts 
that the nations have made to restore stability to a world 
impoverished by war, and America has been among the 
foremost in this endeavor. The Young Plan represented a 
determined effort to settle the reparations question, but 
opinion is crystallizing in many directions toward the belief 
that a nation cannot be saddled for several generations with 
war debts, which entail the payment of vast sums and no 
compensating return, without creating an unbalanced state 
of affairs. Further, the transference of sums of money from 
country to country without corresponding services or mer
chandise ultimately benefits neither giver nor receiver and 
throws the world's economic machinery out of gear. 

Whatever the causes may be, it is obvious that at the 
present time world finance is not functioning properly as 
the medium of industry and the exchange of commodities. 
The tremendous fall in commodity prices which has taken 
place has been attributed to the lack of availability of gold 
in relation to the production of commodities in general, while 
the central banks of certain countries have been accused of 
sterilizing gold and restricting credit. 

I am convinced that the central banks of the world do not 
lack comprehension of the problem, but, in view of the urgent 
need for stabilization, we must not neglect the possibilities 
of concerted action by governments and central banks to 
deal with certain aspects of the financial problem and per
haps pursue a more sharply defined policy. 

An outstanding feature of the post-war situation has been 
the extent to which speculation has wasted credit by causing 
it to flow in illegitimate channels. It is not a healthy sign 
when share or stock purchasers develop the habit of ignoring 
entirely the dividend-bearing features of their purchases and 
trust to appreciation of capital value in order to benefit. 
This inflation of speculation has undoubtedly resulted in the 
flow of credit being hindered for legitimate business enter
prise. Production has continued to expand owing to im-
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proved methods, but, when credit facilities fail to keep pace 
with that expansion, disaster follows. 

The use to which the supply of money is put, as well ~s 
the volume of the supply, must be considered, and a wave of 
speculation in the stock markets may have to be checked by 
restricting the supply of money through the bank rate, as 
actually happened before the depression. This restriction 
may come at a peculiarly inopportune time for industry and 
trade. 

On the one hand, we have witnessed speculation on an 
unprecedented scale, and, on the other, we have seen the 
investing public, to which industry must turn for necessary 
funds, less inclined to invest in schemes connected with 
business enterprise but seeking gilt-edged securities with 
high fixed rates of interest. A feeling of confidence is now 
lacking, and, until this returns, urgent schemes for the re
organization of industries must be held up. 

It certainly cannot be said that the level of national saving 
has fallen in Great Britain. Quite the reverse is true, and 
with the growth of various savings movements there is ample 
evidence of increased saving on the part of the masses. In 
spite of unparalleled economic depression and the encourage
ment of citizens to look to the state for help, £1,000 million 
now stand to the credit of holders of National Savings Cer
tificates. Confidence is more essential than ever at the 
present time, if the small investor is to be directed along the 
lines of wise saving and equally wise spending. 

It has been frequently stated that the slump through 
which we are passing is due to a retardation of new real 
investment so that it is falling behind the current level of 
saving. The present deliberate tendency of governmental 
policy in this country to prevent, by means of discriminating 
taxation such as death duties, the accumulation of large 
capital resources in private hands is emphasizing the im
portance of the small investor as a source of supply for fresh 
capital for the needs of industry. Confidence cannot be 
restored by repeating with parrot-like insistence that condi
tions are bound to improve. Improvement must be induced 
by the resolute facing of facts and the removal as far as 
possible of financial burdens on trade and industry. 
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Much criticism has recently been leveled against the 
British banking system. It has been suggested that banking 
holds a position in the industrial and economic life of the 
country which is too aloof, and that its prosperity has re
mained unaffected by the general depression in trade and 
industry. The majority of the great banks have certainly 
been able to maintain their dividends during the past year, 
but this is partly due to the urgent necessity at the present 
time of maintaining confidence in our banking system. 

Long years of conservative finance have enabled reserves 
to be built up out of profits, instead of being distributed in 
dividends, and a proof of this is the fact that dividends were 
not increased during the War, in spite of the prosperity that 
national expenditure brought to the banks. Responsibility 
is centralized to a greater extent than in the United States, 
for example, where there is more localization and where a 
bank may be particularly affected by local troubles. Public 
attention must necessarily be focused on the activities of the 
big British banks, and any action that might be interpreted as 
denoting a less secure position would probably have far
reaching effects on the whole industrial and economic situa
tion at a time when confidence is of paramount importance. 
We have an example of the importance of the steady main
tenance of dividends in the position of the British railways. 
Failure to maintain dividends in the face of prevailing con
ditions may easily result in some of them being removed from 
the list of trustee securities, which would adversely effect 
their capacity to obtain fresh capital so urgently needed for 
purposes of reorganization. 

Actually, the banks have a very strong hold on industry, 
through the overdraft position, and it speaks well for their 
desire to be of the utmost assistance during a time of de
pression that they have used their powers with wise dis
crimination. 

It is frequently maintained that the banks, in view of their 
unique position, should use their powers to bring about the 
enforced rationalization of industries. So far, while they 
have done something to encourage reorganization schemes, 
they have done little to compel. This cautious policy has, 
in my view, been the wisest, as many so-called rationaliza-
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tion schemes are not indisputably in the general interest, 
particularly from the point of view of displacement of labor 
and the needs of the consumer, in a time of depression. 
Further, it is an undoubted fact that frequently not only 1n 
Great Britain but also in America and elsewhere, it has been 
found that the larger corporations sometimes tend to become 
unwieldy and uneconomical, while the smaller and more 
compact firms are often able to compete successfully with 
their larger rivals. 

If the banks have hitherto refrained from measures of 
coercion, it cannot be said that they have failed sympa
thetically to examine any schemes that have been submitted 
to them by the basic industries. The Bankers' Industrial 
Development Company has been formed for this specific 
purpose, and the Securities Management Trust, which is a 
subsidiary of the Bank of England, is charged with the special 
duty of controlling the bank's relations with the industries 
of the country. A portion of the shares of the former com
pany are divided up among all the important banks and 
financial houses in the City of London. The object is not 
the actual initiation of schemes to raise capital, but the 
provision of a liaison between the issuing houses of the city 
and industries in need of fresh capital for the financing of 
rationalization schemes. Industries or sections of industries 
will be assisted in preparing schemes, and, though the capital 
needed for their execution must, as in the past, be obtained 
through the usual city channels, the investor will receive the 
assurance that the scheme is a sound one and that he will be 
justified in investing in it. In other words, the hallmark is 
placed upon a scheme signifying that it is sound. 

The cotton industry is one which is particularly in need 
of reorganization at the present time, and it is hoped that 
some plan will be evolved that will introduce fresh life and 
new capital. At the same time, it is not the intention to 
permit overcapitalized and derelict units from escaping 
their share of losses incurred in the past. Moreover, the 
present attitude of the trade unions in the industry must be 
taken into consideration. That spirit of co-operation, which 
is so essential for the successful rejuvenation of the industry, 
seems to be lacking at the present time. 
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To sum up, one of the vital causes of the present world
wide depression is the fact that the standard of living of a 
considerable proportion of the world's inhabitants is, rela
tively speaking, on a distinctly low level, and they cannot be 
regarded as immediate potential consumers of the products 
of the more highly developed countries. · 

Prior to the War, Great Britain was the greatest investing 
nation and supplied the world with a greater amount of 
capital than any other nation. This cannot, of course, be 
attributed to altruistic motives, as the investment of capital 
abroad in railway construction and in opening up the unde
veloped parts of the world causes trade activity and exports 
and creates new markets for manufactured goods in exchange 
for the products of newly developing countries. In addition, 
the interest on these investments provides an important 
invisible export, which helps to offset any adverse trade 
balance that may occur. There is considerable difference of 
opinion as to the wisdom of the policy that Great Britain 
has adopted in the past. Many contend that we, in this 
country, should have confined ourselves more to the pro
vision of capital for, and the stimulating of activity in, our 
home industries, particularly in view of the rapid growth of 
national industries in other countries. However that may be, 
the fact remains that before the War British capital assisted 
to a great extent in opening up the remoter parts of the 
world to settlement, thus creating new markets, whereas 
since the War it has not played the same important part. 
A definite policy of development by the leading nations 
acting in concert might have the effect of opening up hitherto 
undeveloped markets for the world's products. It also 
seems 4esirable that some international rapprochement 
should take place with regard to financial policy, and the 
conversations between British and French Treasury officials 
that have recently been taking place in Paris and London 
are a hopeful sign. The Bank for International Settlements 
at Basle should help to bring the heads of the great c;entral 
banks in closer touch with one another. 

A new kind of industrial revolution has been taking place 
for some time, which is rendering more and more obsolete 
the idea that nations can remain more or less isolated eco-
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nomically from the rest of the world. The phase of economic 
nationalism that had developed since the War seemed to 
indicate that this was the tendency, and perhaps the world
wide slump that has occurred during the past year was needed 
to teach opinion in every country the interdependence of 
nations in the economic sphere. 

Perhaps the peculiar feature of the slump for Great Britain 
has been that industry has been obliged to proceed with 
necessary schemes of reconstruction more rapidly than 
would have been the case in normal times. There is danger 
in proceeding at too rapid a pace, however, and it is com
forting to know that in the Bankers' Industrial Develop
ment Co. we have a powerful combination of financial 
interests, which will act as a brake and prevent the stam
peding of particular industries into taking steps that may 
be of doubtful ultimate benefit. 
Sheffield 
January, 1931 



BRITISH ECONOMIC CONDITIONS IN 1930 

Contributed by the Intelligence Department of the Midland Bank, 
Limited, London; transmitted through the Rt. Hon. 

Reginald McKenna, Chairman 

THE close of the year enables a balance to be struck on 
account of debits and credits in the economic record of 
1930. Unfortunately the credits cannot easily be dis

cerned and are far outweighed by the debits. The general 
position is clearly indicated by three outstanding charac
teristics: a large growth in unemployment, a catastrophic 
fall in wholesale prices, and a continuance of excessively 
cheap money. To go one stage farther, these conditions 
have been reflected in a marked deterioration in the position 
of public finances, a shrinkage in overseas trade, and an 
accumulation of difficulties regarding terms of employment. 

The trend of business is epitomized in the movement of 
the percentage of insured persons unemployed from 11.0% 
in December, 1929, to 20.2% a year later, a small part of the 
increase being due to legislative changes. Complementary 
with this tendency was a decline of 4.3% in the estimated 
average number of insured persons employed in Great 
Britain, from 10,207,000 in 1929 to 9,764,000 in 1930. A 
reflection of the magnitude of these variations can be found 
in the index of production prepared by the London and 
Cambridge Economic Service, which fell precipitously from 
114.8 for the fourth quarter of 1929 to 93.5 for the corre
sponding period of last year. 

As a result of the varied character of the different ele
ments in the situation the whole problem of unemployment 
has tended to become somewhat confused. The growth of 
unemployment in the past year is doubtless a phenomenon 
of world-wide application. This becomes clear when current 
trade reports are studied, with their predominant note of 
difficulties in export trade owing to exchange depreciation in 
debtor countries, the fall in the value of silver, and the rais-
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ing of tariff barriers. The universal aspect of the slump has 
tended to obscure the underlying problem of the past decade, 
represented by a volume of unemployment enveloping be
tween 1 million and 1.5 million people. The reactions of th_e 
two sections of our unemployment problem are fairly ob
vious, and one of the principal results of the slump has been to 
intensify the depressed conditions in some industries. This 
becomes clear from a rapid survey of the field of industry 
and trade as a whole. 

The heaviest incidence of unemployment has been recorded 
in the cotton industry, in which 47.4% of the insured work
people were unemployed on December 22. In comparison, 
conditions were relatively better in the woolen industry, 
though even in this case the percentage of insured persons 
unemployed rose from 14.8% in December, 1929, to 27.7% a 
year later. The minor textile industries, such as silk, rayon, 
linen, and jute, also experienced extremely slack times, 
which grew in intensity as the year drew to a close. 

Coal-mining, after a less unfavorable tendency early in 
the year, added a growing weight to the declining level of 
general activity. In this case the position has been aggra
vated by uncertainty as to the terms on which collieries 
could offer their coal, in view of the resurgence of the wages 
controversy towards the end of the y:ear and the gradual 
coming into force of the provisions of the Coal Mines Act in 
1930. Iron and steel firms likewise met with increasing 
difficulty in disposing of their products as the year advanced. 
The volume of orders is dependent largely upon the work 
that firms engaged in general and marine engineering and 
shipbuilding and repairing have on hand, and in all of these 
severe contraction has been noticeable. 

The weight of unemployment, which we have shown is 
most severe in the older, staple industries, is naturally dis
tributed unequally over the different geographical areas of 
the country. Relatively fewer workers are idle in London 
and the southern counties than in other areas. The position 
is most acute in South Wales, Northern England, and North
ern Ireland, where the staple industries are largely con
centrated. 

The marked growth of unemployment has led to grave 
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misgivings as to the basis and operation of our unernploy. 
rnent insurance system. The fund ceased to be on an 
actuarially self-supporting basis several years ago, and pub. 
lie apprehension over the rapidity with which its indebted
ness is growing was met at the beginning of December by 
the appointment of a Royal Commission to inquire into the 
whole subject. When it is realized that the cost of the 
scheme to the Exchequer in the current financial year will 
probably amount to £37 million, it can readily be perceived 
that the matter is from all points of view one of extreme 
urgency. 

While economic and political arguments have been prO
ceeding as to the most effective methods of dealing with 
the situation, British industry has been steadily moving in 
the direction of higher efficiency in production and marketing 
arrangements. This process. has become more urgent be
cause of the precipitate decline in world prices, following 
upon a steady downward 'tendency resulting from our own 
monetary policy. Wholesale prices in Great Britain have 
declined by 18% during 1930, or slightly more than in the 
preceding four and one half years, and are now in close 
proximity to the general level prevailing in 1913. So far as 
commodity group movements are concerned, the heaviest 
falls were registered in wool and cotton. Cereals also de
clined heavily under the influence of abundant carry-overs 
from 1929 and satisfactory harvests in the chief exporting 
countries. Coal prices have fallen relatively less than most 
of the other groupings included in the Board of Trade index. 
Some explanation of this may be found in the ultimate 
passage of the Coal Mines Act and limitation of the amounts 
placed on the market. Iron and steel firms have contended 
with intense foreign competition, even within the horne 
market, but prices have held reasonably well in spite of the 
break-up of the continental iron and steel cartel, which freed 
a large volume of competitive power at lower price levels. 
Among the notable falls in individual commodities, those in 
rubber and tin exercised an important influence on our over
seas trade position. The movements in these two commodi
ties, together with wool, were principally responsible for 
the heavy fall in the value of re-exports, which was 21% less 
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than in 1929, though the shrinkage in volume was much 
smaller. 

The reduction on this account of the theoretical surplus on 
our balance of payments available for overseas investment, 
important though it is, is overshadowed by the difficulties 
raised by the disparities between wholesale and retail prices 
and industrial costs. The fall in wholesale prices tends, cer
tainly, to provide industry with cheaper raw materials, but 
it means that the producers of these materials have less 
money with which to make purchases from this country. 
If prices for British finished goods fall away but little from 
their previous levels, primary producers overseas cannot, 
unless they possess large reserves of gold available for ex
port, buy the same volume of goods from us as formerly. If, 
therefore, our export business is to be maintained, it seems 
clear that either British costs must come down or prices of 
primary commodities must rise. To achieve the first of these 
alternatives is by no means easy. The cost of living index 
number fell only 8% during 1930, while the decline in the 
general level of wages was even less. 

These two vital elements in our structure of prices are evi
dently closely associated. It is widely recognized as difficult 
to achieve a drastic fall in the cost of living without sub.. 
stantial reductions in wages; on the other hand, it is argued 
that wage reductions cannot be coupled with any guarantee 
of lower costs of living. Accordingly, attempts to reduce 
wage costs are commonly characterized as part of a con
certed attack on the workers' standard of living. In conse
quence, the present position is fraught with unpleasant pos
sibilities in the field of labor relationships. Existing wages 
agreements expired towards the end of 1930, or were due to 
terminate early this year, in the coal-mining, railway, linen, 
boot and shoe, and engineering industries. Reductions have 
already taken place among woolen workers, after a pro
tracted partial stoppage. The dispute in Lancashire, which 
has involved the idleness of roughly 160,000 workers, with 
regard to an increase in the number of looms in a weaver's 
charge is merely another form of an attempt to reduce the 
wages burden per unit of output. 

Wages reductions, however, are only a part of the general 



172 WORLD ECONOMIC CONDITIONS 

process involved in arriving at a lower level of production 
costs. The other parts of the process may be grouped under 
the convenient heading of rationalization, in which con
siderable progress has been made during the past year. The 
government's plans for reorganization of the coal industry 
took much longer to formulate and put into force than had 
been anticipated, and it was not until late in the year that 
the rigorous centralization imposed by the new Act became 
effective. The owners claimed that, in view of the condition 
of the industry and the reduction in working hours, lower 
wages and some form of spreadover of hours were necessary. 
Further difficulty arose from the fact that most of the exist
ing wages agreements expired about the beginning of De
cember. After two short stoppages in Scotland and South 
Wales, provisional agreements, most of them allowing for 
some form of spreadover, were arrived at, giving time for 
the negotiation of more permanent agreements. The indus
try is still, then, in a condition of great uncertainty, which is 
added to by the provision of the recent act that a further 
reduction in hours to seven per day is due to become effective 
on July 1. 

In the iron and steel industry several substantial regroup
ings have taken place or been arranged. The report drawn 
up by the committee appointed by the government early in 
the year to consider the condition of the trade, was issued 
privately to firms in the industry. No details have been 
made public, but copious alleged extracts from the report 
have appeared in Germany, and if these are authentic it 
would appear that the committee recommends a speedy and 
drastic reconstruction through adequate horizontal group
ings of uniform undertakings and the elimination of uneco
nomic concerns. The adoption of any measure of safeguard
ing would be dependent upon the industry's competitive 
position after this reorganization. 

The national scheme of electrical development, besides 
setting up a substantial flow of orders to electrical engineer
ing firms, represents an outstanding advance towards ra
tionalization of power supplies for industry as well as domes
tic and trading purposes. The shipbuilding industry, too, 
has been prominent in this connection during the past year. 
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The conditions ruling in this branch of our heavy industries 
may be illustrated by a few figures. The tonnage completed 
last year, both for United Kingdom and overseas customers, 
has tended to give the impression of a moderately thriving 
trade, but the true situation has been revealed by the increas. 
ing scarcity of orders for new tonnage. Shipowners have 
been deterred from ordering new cargo vessels by the lowness 
of freight and time charter rates, which have fallen below 
pre-war levels, and the large increase in idle tonnage all over 
the world. It seems clear, indeed, that the capacity of the 
industry as a whole is excessive in relation to demands. To 
meet this situation, and to strengthen the competitive posi
tion of British shipyards, the National Shipbuilders Secur
ity Limited was formed early in 1930. The new company 
represents practically the entire shipbuilding industry of the 
British Isles, and its general scheme of operation is indicated 
by the fact that it has already acquired four shipyards, 
which it considers redundant, with a view to closure. As 
part of the financing arrangements, a debenture issue of £1 
million was recently offered to the public, the service being 
guaranteed by a deed under which each constituent com
pany undertakes to pay a levy of 1% of the value of all 
contracts received after November 30, 1930. 

The general trend of business under the various influences 
we have noticed is shown in the following composite table, 
which is designed to reflect not only the condition of indus. 
try as a whole, but of some of the leading branches of our 
export activities: 

1928 1929 1930 

Production of coal: million tons ...••.•.••..•..• ,. 237.8 256.7 243.6 
Production of pig iron: million tons .•.•.•.•.•.••.. 6.6 7.6 6.2 
Production of steel: million tons ....•.....•.....•. 8.5 9.6 7.3 
Merchandise carried on railways, 11 months: million 

tons ....... ,., ..............••.•.....•.•• , ••. 284.3 306.5 282.1 
Shipping laid up, end of year: thousand tons .••.•.. 329.8 359.8 1,570.1 
Exports of 

coal: million tons ...•..•..•••..••...•.•.•.•... 50.1 60.3 54.9 
iron and steel: million tons .................... 4.3 4.4 3.2 
machinery: £ million ...........•••••.••••.•.. 53.7 54.4 46.9 
cotton yarns: million pounds ....•.•.•.•••• , .•.. 169.2 166.6 136.7 
cotton piece goods: million square yards ..•.•••.. 3,866.5 3,671.6 2,406.8 
woolen and worsted yarns: million pounds ....... ·U.S 38.8 31.9 
woolen and worsted piece goods: million square 

yards ...................................... 170.4 155.4 113.8 
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The volume of British exports as a whole in 1930, as the 
above figures suggest, was substantially smaller-actually 
18%-than in 1929. Imports, on the other hand, showed a 
shrinkage of only 2.5%. On account of the wide disparity in 
price movements, however, the decline in total values was 
moderately well balanced, the net result being that the excess 
of imports was only £5.5 million larger last year than in 
1929, though still far in excess of the pre-war figure. Since 
the excess of invisible exports is doubtless substantially 
smaller in view of lower shipping receipts, diminished income 
from overseas investments, and smaller earnings by way of 
commissions, it seems likely that the surplus on account of 
our current international payments, which measures the 
amount available for investment abroad, was probably as 
much as £50 million less last year than in 1929. It is not 
surprising, then, that sterling was almost invariably at a 
depreciated level in relation to the principal foreign cur
rencies, and it seems clear 'that Great Britain has been over
lending, in the sense of attempting to invest abroad more 
than the current balance of payments would of itself permit. 

This is one outstanding fact that has rendered the mone
tary position difficult, uncertain, and befogged. Extremely 
easy conditions prevailed in the money market almost 
throughout the year. Credit has not been utilized for justi
fiable trade purposes as freely as lenders would have wished, 
and open market rates have remained substantially below 
Bank rate for lengthy periods. The effects of a falling off in 
the bill supply and of stock market depression have been 
strengthened by a larger volume of available short-term 
funds, with, the result that the average discount rate for 
three months' Treasury bills was about 2-h%, as against 
5,U% in 1929. The Bank of England's rediscount rate re
mained at 3% from May 1 onwards. The low level of 
money rates, associated with a rise in prices of gilt-edged 
securities, has been held to offer possibilities of a conversion 
of the £2,000 million of 5% War Loan, which the Treasury is 
now entitled to redeem at par at three months' notice. No 
definite indication of such an operation occurring in the 
immediate future has so far been given, though market 
anticipations ebbed and flowed with varying intensity during 
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the second half of the year. The possibilities in this direction 
added another uncertainty to the monetary situation, and 
until it is cleared business in investments can hardly proceed 
on a secure foundation. Last year the total of new money 
raised by capital issues for all purposes amounted to only 
£236 million, the lowest figure since 1925, and of this amount 
an unusually large proportion was placed by public and 
quasi-public bodies. Even in this direction, however, there 
is hesitancy to appeal to the public until the effects of a pub.. 
lie conversion operation are fully apparent. 

Another cause of uncertainty has been provided by the 
gold situation. The Bank of England ended the year with 
a gold stock almost as large as at the beginning, but wide 
fluctuations occurred between the two points of time. 
France has displayed an insatiable appetite for gold, and 
altogether took more than £31 million from the Bank of 
England, and a further £20 million of the total of £39 million 

, offered in the open market. The movement was not entirely 
the result of underlying special forces now fairly generally 
understood, but, particularly later in the year, of the exigen~ 
cies of the banking difficulties in France. The announc~ 
ment by the Bank of England, early in June, that in future 
it would exercise its legal right to deliver only bars of 
standard gold (0.9166 fine) limited the daily drain to amounts 
between £250,000 and £300,000, which represented the daily 
capacity of refiners to bring the gold up to the fineness 
required by the Bank of France. This stringent require
ment was recently removed by the decision of the Bank of 
France to purchase gold of any degree of fineness down to 
0.900. Last year the drain of gold to France was counter~ 
balanced by imports mainly from debtor countries such as 
Australia, but no such supplies appear now to be forth
coming, so that the Bank has to face the full brunt of any 
further movement to France. The stock on January 28 had 
already fallen below £140 million, and a lively controversy 
had sprung up as to whether active measures should be 
adopted by the central bank to stiffen money rates, particu
larly on account of the dangerously high premium on the 
dollar, or whether the Bank's fiduciary issue should be 
raised in view of the special nature of the movement to 
France. 



STATISTics RELATING TO PRoDucTION, FoREIGN TRADE, AND EMPLOYMENT 

Index of Coal Output 
Pie Iron 

Steel Pro- Sh-k,~~i!:~na Percentage Britiah 
Month Production' in Million Production Number of duction in Begun 1n of lnoured Net Importa l;J;rr::n Bue, 1924- Tona in Thousand Furnacea in Thousand Thousand Persona £Million 

100 Tons Blaot Tons Tons Unemployed 

1929: 
~anuary ..••.•••••.••••. .. 22.4 564 139 165 .. 12.2 106.3 66.9 

ebruary .••••.••••.•.•. .. 21.1 520 140 715 .. 12.1 81.0 55.1 
March •••••••.••.•••••. I .. 22.6 590 145 860 .. 10.0 88.6 58.6 

1st quarter .•••••••••. 108.3 66.1 1,674 .. 2,400 362 .. 275.9 181.2 
~ril. .•••••••••.••••.•. .. 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 81.9 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 
August .••••••••••••... .. 20.5 682 170 753 .. 9.9 92.0 63.0 
September •.•.•..••.•••. .. 20.9 665 168 848 .. 9.9 91.6 55.1 

3rd quarter •••••.••.•. 108.2 62.5 2,019 .. 2,406 360 •'• 269.2 184.6 
October .••.••••.••.•••. .. 23.0 689 166 890 .. 10.3 lOLl 64.6 
November .•••..••••.... .. 22.3 631 163 815 .. 10.9 100.0 63.1 
December ..•••.•••.•.•. .. 21.4 643 162 661 .. 11.0 98.6 58.4 

4th quarter .•..••.•••. 114.8 66.7 1,963 .. 2,366 499 .. 299.7 186.1 
1930: 
~anuary .•••.••.....•••. .. 23.8 650 159 771 .. 12.4 93.7 58.3 

ebruary ..••.•...•••.•. .. 21.7 607 162 776 .. 12.9 79.6 51.9 
March .••••••....•.••.. .. 22.4 666 157 826 .. 13.7 85.8 53.9 

1st quarter •••.••.••.. 109.6 67.9 1,923 .. 2,373 427 .. 259.1 164.1 
April. .................. .. 19.7 620 151 696 .. 14.2 76.1 46.9 
May •.••••.•.••.•••.•.. .. 21.3 615 141 692 .. 15.0 82.0 51.0 
June ..•..•••.•••••••... .. 17.0 563 133 600 .. 15.4 75.6 42.8 

2nd quarter ........... 100.9 58.0 1,798 .. 1,988 230 .. 233.7 140.7 
July ••.•••••••••••••••. .. 18.9 486 105 621 .. 16.7 78.5 50.7 
August ..•••••.•..••.•.. .. 17.9 417 104 451 .. 17.1 73.6 42.8 
September ••••••••••.••. .. 19.5 425 104 581 .. 17.6 73.3 42.7 

3rd quarter •••••.•.•.. 90.7 56.3 1,328 .. 1,653 161 .. 225.4 136.2 
October .•••••••••••.••. .. 21.0 415 96 513 .. 18.7 83.7 46.9 
November •• , ••••••••••. .. 19.8 384 92 434 .. 19.1 72.6 44.1 
December .••••••••••••. .. 20.7 350 76 337 .. 20.2 84.4 38.5 

4th quarter ...•••..... 93.5 61.5 1,149 .. 1,284 132 .. 240.7 129.5 

1 London and Cambndge Economtc Serv1ce. 



Month 

1929 
~anuary ...•....•• · •. • .. 

ebruary ..........••... 
March .••.•............ 
~ril. ......•....•...... 

ay .. • • .•... • .•. • .•. •. 

I~r;.-:::::::::::::::::: 
August .....••.•........ 
September ....•...••.••. 
October ..••.......•.••. 
November .•••••........ 
December .•.•...•...... 

1930 
~anuary .••..•.•••.••... 

rJ::ch~::::: ::::::::::: 
~ril. ..•....•.......•.. 

ay ..••••••••....•••.. 
June ..••...•.•...•••.•. 

uly ...•.•..•••.••..•.. 
August. ................ 
September ..•.•••.•...•. 
October .••..•.•••.•.... 
November .•.••.•••••••. 
December .............. 

Gold 
Holdings' 

153.7 
150.5 
152.6 
155.1 
161.5 
162.9 
152.1 
139.5 
136.3 
132.1 
133.3 
139.6 

149.5 
151.6 
153.8 
161.3 
161.1 
157.3 
155.7 
154.7 
156.8 
159.1 
159.5 
151.3 

BANKING STATISTICS 

Averages of weekly figures: £ miUion 

Bank of England 

Reserve in Notes in 
Toul Total Banking Circulation 

Deposiu Sec uri tie. Department 

121.9 90.2 49.8 363.9 
113.4 74.7 57.0 353.6 
114.0 76.1 56.2 356.4 
116.8 79.3 55.3 360.4 
109.6 67.8 59.6 361.9 
115.8 72.4 61.3 361.7 
116.3 91.3 43.2 368.9 
115.3 103.0 30.4 369.1 
ll5.8 101.4 32.7 363.5 
112.8 99.2 31.4 360.7 
112.1 93.1 36.8 356.5 
107.6 95.3 30.2 369.4 

131.5 95.8 53.7 355.8 
108.2 62.1 64.3 347.3 
108.1 62.4 64.1 349.7 
119.1 75.3 61.6 359.8 
116.1 69.2 64.7 356.4 
112.8 73.7 56.9 360.4 
117.1 84.5 50.7 365.0 
112.7 81.8 49.0 365.8 
110.0 71.0 57.3 359.5 
115.0 71.0 61.8 357.2 
ll0.4 62.8 65.4 354.2 
123.0 98.5 42.4 368.9 

Ten London Clearing Banh 

Percentage 
Depoaits Cash Cash to 

Deposits 

1,846 202 10.9 
1,814 190 10.5 
1,777 188 10.6 
1,781 192 10.8 
1,770 192 10.8 
1,808 196 10.8 
1,816 193 10.6 
1,796 192 10.7 
1,792 195 10.9 
1,802 193 10.7 
1,789 190 10.6 
1,811 205 11.3 

1,805 195 10.8 
1,751 185 10.5 
1,719 184 10.7 
1,750 191 10.9 
1,780 190 10.7 
1,826 193 10.6 
1,831 194 10.6 
1,804 191 10.6 
1,801 190 10.5 
1,828 192 10.5 
1,838 192 10.4 
1,876 207 11.0 

1 The figures mclude a small amount of s1iver com 1n the bankmg department. 

Advancea 

972 
983 
996 

1,003 
993 
994 

1,001 
996 
987 
987 
986 
988 

986 
990 
992 
986 
974 
975 
968 
952 
943 
940 
937 
931 
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OTHER FINANCIAL STATISTICS 

Bank Clearinp 
£Million Postal 

Month 
Receipu Daily 

Averages: 
London Provincial £Thousand 

1929 
~anuary ...•..•....•.•.. £4274.3 £147.7 £124.9 

ebruary .•...•......... 3592.2 137.8 120.1 
March ......•.......... 3692.8 141.2 127.9 
April. •................. 3677.1 132.2 129.6 
May ...........•••...•. 3647.1 128.1 128.1 

J~~ .. :::::::::::::::::: 3428.2 126.9 128.1 
4143.7 145.5 131.3 

August ......•.......... 3658.4 121.9 123.0 
September ............•. 3351.9 118.9 129.2 
October .......•.....•.. 4042.7 138.9 136.7 
November ...........•.. 3865.2 133.1 135.5 
December .............. 3523.0 126.9 175.7 

1930 
~anuary .......•••.•.•.. 3934.0 134.1 13o.6 

ebruary ........•....•. 3442.9 121.4 125.6 
March ..•..•....•.•.... 4162.3 129.8 130.7 
April. ....•........••.•. 3614.1 114.0 131.6 
May ......•..•.•.•.••.. 3900.2 117.0 130.9 

J~r;:::::: ~ :::::::::::: 3464.5 101.9 130.1 
4026.7 115.7 132.4 

August .•..•.•.......... 3285.7 99.0 122.8 
September ..........•... 3371.1 96.9 131.5 
October .........•.•.... 3820.0 107.1 136.5 
November .••..•...•..•. 3360.1 104.5 135.0 
December .............. 3176.6 107.0 174.0 

1 Midland Bank compilation. 
1 Board of Trade index number. 

New ialiailo~ssues' Rate for 
3-Months' Wholesale 

Treasury Bills Prices' 
Monthly Base,. Home Overseas Averages: 1913-100 

Purp<H~es Purposes Per Cent 

£18.0 £29.4 49~ 138.3 
26.2 6.9 ¥~ 138.4 
24.8 9.0 591'& 140.1 
28.8 6.0 5%1 138.8 
12.3 8.8 5}32 135.8 
14.0 11.4 51~ 135.6 
13.9 8.3 5~ 137.4 
2.2 1.4 51%2 135.8 
1.5 1.2 5~ 135.8 
1.5 4.1 6%2 136.1 
6.3 6.7 5~ 134.0 
4.0 1.2 4}( 132.5 

11.3 5.6 4~ 131.0 
8.0 18.2 32%2 127.8 

16.9 9.4 21~ 124.5 
11.9 9.4 2~ 123.7 
17.8 20.1 2Y8 122.0 
7.7 5.5 291'& 120.7 

13.1 3.3 2~ 119.2 
3.5 3.1 2%2 117.8 
2.4 2.6 2~ 115.5 

12.8 17.7 2Y8 113.0 
11.5 8.4 2Yis 112.0 
10.4 5.4 21~ 108.9 

• Ministry of Labour index number. 
'"Statist" averages. 

London-
Cost of New York 
Living' EM~~~'hf;' Base, july,. 

1914=100 Averages: 
$to£• 

167 4.8500 
165 4.8524 
166 4.8528 
162 4.8537 
161 4.8510 
160 4.8486 
161 4.8515 
163 4.8486 
164 4.8486 
165 4.8703 
167 4.8777 
167 4.8819 

166 4.8691 
164 4.8622 
161 4.8634 
157 4.8636 
ISS 4.8599 
154 4.8589 
155 4.8660 
157 4.8709 
157 4.8612 
156 4.8591 
157 4.8566 
155 4.8567 
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Surveying all these uncertainties in industry, trade, and 
finance, it cannot be claimed that the outlook for the coming 
year is by any means pleasant. Certain it is that industry 
has to carry to a much farther point than was originally 
foreseen the adjustment to a lower level of world prices, and 
one of the most serious anxieties of the future rests on the 
question whether the downward trend is to continue or will 
be arrested and perhaps reversed, with consequent relief to 
all concerned in productive and trading activities. One 
further element in the financial situation calls for brief men
tion, and it lies in the fact that the possibility of some slight 
easing of the burden of taxation has become distinctly more 
remote during the past year. The Chancellor, with the aid 
of an increase in standard rates of income tax and surtax, 
budgeted for a surplus of £2 million in the financial year to 
March 31, 1931, after allowing a sum estimated at £55.5 
million, but probably proving still larger, for sinking fund. 
It now appears probable, however, that a substantial ac
counting deficit will have to be faced, though we have not 
yet reached the point at which current, as distinct from 
capital, outgoings exceed our income. Nevertheless, the 
chances of any material reduction in taxation have faded 
into oblivion, and speculation concentrates itself rather on 
possible directions in which increased supplies of govern
ment income may be sought. 

Finally, the whole position is overshadowed by political 
instability. All that can now be said is that a dissolution, 
involving a general election, is possible at any moment and 
that when it comes it can hardly fail to create some addi
tional disturbance to industry and trade. On the whole, 
there can scarcely have been a time when the future was 
more shrouded in uncertainty than it now is. At least, how
ever, there is cause for satisfaction that no possible avenues 
of improvement are being left unexplored; that the nation as 
a whole is becoming more fully cognizant of the seriousness 
of the position; and that the past has shown us the invariable 
capacities for recovery which lie within the powers of the 
nation when it realizes that a situation of great gravity has 
been reached. 

Lon doll 
February, 1931 



THE PROBLEM OF GOLD AND PRICES1 

Report of Hon. Charles Rist, Honorary Deputy Governor, Bank of 
. France, Paris 

THE question of the world decline of prices in terms 
of gold arose not merely after the New York stock 
market crash in 1929, but has existed since the year 

1925. With the exception of a slight recovery in 1927, the 
movement of prices during the last five years has been 
constantly downward in all countries whose currencies are 
on a gold standard. The accompanying table shows the index 
numbers of wholesale prices in Great Britain, United States, 
Germany, Switzerland, Japan, and France.2 The decline is 
continuous and universal. 

On the other hand, the annual production of gold is 
practically stationary, as· shown in the following table con
taining the figures of the Gold Delegation of the League of 
Nations: 

World Production 
Year in Kilograms 

1924. • • • • • • • • • • • • • • • • • • 583,688 
1925 ...••••••••••••.••• 584,741 
1926 ................... 598,624 
1927 ...••••••••••...••• 594,955 
1928. .. .. .. • • • • • .. .. • .. 600,400 

Value in 
Million Dollars 

388 
389 
398 
396 
399 

What is more natural than to establish a connection 
between the movements of gold production and prices, and 
attribute the decline of the latter to the in~dequate increase 
in the world production of gold? 

To present the problem in this oversimplified form, in my 
opinio!l, conceals the true nature of the mechanism. It seems 
to admit that the decreased production of gold brings with 
it the decline in prices. The real cause of this decline, how
ever, is the continued increase in the world production of 
merchandise. 

In a world where the instruments of production are multi
plying, where their output is being improved all the time, 
and, consequently, where the volume of products to be 

I Translated by the National Industrial Conference Board. 
'"Federal Reserve Bulletin," April, 1930, p. 256. 

180 



FRANCE 181 

absorbed by the consumers is constantly increasing, the 
normal movement of prices is necessarily downward. 

INDEX NuMBER or PRICEs, IMPORTANT CouNTRIES, , 

1925 TO 1930 

Year 
United Great 

Germany Japan Franc:e 
Switzer-

Statu Britain land ----------1925 ................. 104 159 142 267 162 
1926 •••••.•••••.•.••. 100 148 134 237 695 144 
1927 .••••.•.•.•••.•.. 95 141 138 225 642 142 
1928 .•••••••••••••••. 98 140 140 226 645 145 
1929 ................. 97 137 137 220 627 141 
1930 November ....... 80 112 120 162 551 120 

In certain periods this decline is stopped or even replaced 
by an increase, which occasionally lasts a long time, for ex. 
ample, from 1896 to 1914. During that period an influence, 
independent of the former, exerted an opposite effect on the 
level of prices. That influence can be no other except the 
increase in the means of payment due to greater production 
of the metal which serves as the monetary unit. If that 
compensatory influence fails or is insufficient, a more or less 
rapid decline of prices must necessarily take place. 

But it must never be forgotten that the real cause of the 
decline is the increase in world production. The greater the 
rate of that increase, the greater must be the quantity of 
gold to offset its effect on prices. 

After the War, when the entire world began to work with 
passionate zeal after a long interruption, the annual rate of 
increase in the production of gold should have been con. 
siderably higher in order to maintain the level of prices at 
the point which they had reached at that time. 

In 1920 the only gold standard country was the United 
States. Since immediately after the war all the newly 
produced gold in the world could be sold in only one place 
where it could be changed into money at a fixed price, that 
is in New York, where already a good part of the European 
gold was accumulated during the war, this concentration of 
gold in a single country resulted in an artificial increase of 
about 60% in gold prices, accompanied by a corresponding 
increase in nominal incomes. Such an increase was due to 
circumstances which were too artificial to make it lasting. 
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Beginning with 1924, about twenty states, among them 
the countries most highly developed economically, such as 
Germany, Great Britain, Italy, France, Japan, Argentina, 
returned to the gold basis either integrally or through the 
medium of the gold exchange standard. Their level of 
prices was automatically and suddenly tied to the American 
price level. 

But in the countries which took part in the War the 
income of the consumers in terms of gold did not rise to the 
same extent and did not continue to increase to the extent 
necessary to maintain, after their monetary stabilization, the 
world prices at the level prevailing in the United States. 

I am perfectly aware of the fact that the retardation in the 
increase of consumable income through the increase in prices 
is a phenomenon, the theoretical explanation of which can
not be easily formulated and may even appear as a con
tradiction in logic. But the fact is incontestable in spite of 
the difficulty that the economists have found so far in 
discovering a satisfactory explanation for it. 

At the same time the quantity of gold retained in the 
United States has remained practically unchanged since 
1924, while the country's production during this period 
increased enormously. The decline of prices, therefore, 
became inevitable. Since from this time on American prices 
reacted directly on the prices of all other gold standard 
countries, in my opinion there is nothing astonishing in the 
world decline of gold prices which became apparent in 19252 

that is, precisely at the time after Germany and Great 
Britain joined the group of countries on the gold standard. 

This much for the past. What are we to think of the 
future? 

According to the estimates of experts, such as Mr. Kitchin, 
the world production of gold will decline to about $370 
million by 1940, as compared with $404 million at the 
present time.1 

Certain more pessimistic estimates foresee that the pro
duction of gold in the mines of Transvaal will decline by 
1949 to £10 million, as compared with £35 million at the 
present time. 

l See the First Report of the Gold Ddegation of the League of Nations, 
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Under these conditions, with a production of merchandise 
continuing to increase at the present rate, it will not be 
possible to find purchasers for the growing quantity of goods 
except by offering them at lower and lower prices. Nothing 
is more discouraging to the producers of industrial or agricul
tural commodities than the prospect of a prolonged decline 
of prices. 

On the part of the governments the concern is no smaller. 
In the course of the last ten years, as a result of innumerable 
agreements, the former belligerents have assumed obligations 
toward each other and all of them toward the United States 
amounting to enormous sums to pay the loans which were 
spent on the war and which consequently do not represent 
any productive investment. They are therefore burdened 
for a long time to come with debts that do not correspond to 
any increase in their economic power. 

The increase in the value of gold makes these debts even 
more onerous. There is nothing agreeable in the prospect of 
seeing the nominal return on capital and the profits of the 
entrepreneur go lower while at the same time the annuity to 
be transferred abroad each year becomes higher. 

This is the future of the world-if the events take the 
course which is foreseen by certain economists . 

. But this pessimism appears entirely premature. Many 
factors in the future economic development remain unknown 
today, and nothing would be more dangerous than to con~ 
sider as certain the consequences of a decline of prices of 
which we cannot know either the duration or the intensity. 
First, the production of gold may be increased by the dis.. 
covery of new mines. The mines of South Africa have 
played their role only since the decade of 1890-1900. On 
the other hand, the treatment of poorer minerals, made 
difficult today by all kinds of regulations which render it 
unremunerative, may increase the intensity of production. 

Regarding the decline of prices, if it takes place, prob
ably it will not be so rapid as during the last few years 
because the present level is much more normal than that of 
1924 or 1925. It may, moreover, offer more advantages than 
disadvantages provided it is not too precipitous. The idea 
that even a moderate decline of prices constitutes a catas.. 
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trophe is entirely unreasonable. Declining prices do not in 
the least hinder a continuous improvement in the well-being 
of the workers, as was shown by the experience of the years 
1873 to 1895. It leads to economy of forces and rational
ization in all fields. It benefits consumers, as well as those 
who as producers encounter the greatest difficulties. Saving, 

·which has been so abused during the last twenty years in all 
countries and the assistance of which is demanded today in 
so many public and private activities, is encouraged more by 
declining prices than by an increase in the price level. Quick 
profits, speculative gains, the multiplication of which is a 
cause of general demoralization, become more difficult and 
less frequent. 

Without doubt, the task of adaptation which a period of 
declining prices imposes upon industry is appreciably greater. 
But the variety and systematization of industrial inventions 
have made such progress during the last 25 years that this 
adaptation appears less difficult now than formerly. In all 
fields, particularly in chemistry and physics, scientific dis
coveries and their application to agriculture and industry 
have been so extended that a lowering of net costs appears 
much easier today than in former years. 

The solution of present-day difficulties is found in the 
systematic reduction of net costs, that is, by general ac
ceptance of improved processes so far discovered. It is a 
matter of recovering for the producer a margin of profit and 
of stimulating consumer buying by the lowest possible price. 
It is, however, necessary to take into account certain gen
eral conditions which such a policy implies. 

In the first place, it is entirely incompatible with uninter
rupted increases in tariff barriers on the part of producing 
states. There is an evident contradiction between the effort 
to lower prices and a policy that tends to limit the markets 
for the very products the sale of which it desires to increase. 
The same contradiction exists between the provision of less 
expensive transportation facilities and the closing at the 
same time of national markets to transported merchandise. 
To the extent that manufactured merchandise is made from 
imported products, the reduction in their net cost implies the 
largest possible opening to the importation of these products. 



FRANCE 185 

Finally, the modern system, resting on mass production, 
cannot operate except by finding the widest possible markets 
for its mass of merchandise. Unfortunately the decline in 
prices creates in general an exactly opposite reaction on the 
part of the producers; each new decline gives rise every
where to cries demanding new tariff barriers. Governments 
require a great deal of energy and clear-sightedness to con
duct their policy in a different way. 

The policy of lowering net costs is equally incompatible 
with certain remedies persistently extolled during the last 
year or two, the principal remedy being an indefinite increase 
in credit, and particularly of that which is so justly known as 
"circulating credit." 

The partisans of this remedy accuse the excessive credit 
restriction of having precipitated the decline of prices in the 
course of the last three years and thus opened the door to the 
present crisis. To put a stop to that crisis and to restore the 
level of prices, the only solution is an increase in credit, and . 
particularly of short-term credit furnished by the banks and 
especially by the banks of issue. 

It is impossible for me to share these views. On the 
contrary, in my opinion excessive short-term credits during 
the last few years have contributed most to the intensity of 
the current crisis. A policy that would tend systematically 
to increase these credits in the future could produce only the 
same deplorable effects as it has done in the past. 

When in the last quarter of the nineteenth century the 
bimetallists began their campaign for higher prices, they 
could at least assume that the increase in metal silver would 
be continuous and that the adoption of a double standard 
would assure a regular and permanent increase in prices. 
But those who recommend today a systematic expansion of 
credit, on the basis of arguments entirely borrowed from the 
doctrine of the bimetallist of the last century, are far from 
opening similar prospects to us. 

Even supposing that it will be possible to increase the 
proportion of credit based on a certain quantity of gold, it 
will be, nevertheless, that quantity of gold which will regulate 
the volume of credit. Let us admit that a sudden increase in 
credit can be realized by a general measure and independently 
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of the economies in the use of gold that result normally from 
the constant improvements in the methods of payment. This 
sudden increase in credit will bring only a momentary relief 
of the situation. In a short time the world will find itself 
face to face with the same problem, the same difficulties, as 
long as the production of gold remains insufficient. There 
would, however, be one difference; that is, credit would be 
given to many bad debtors and a much more intense crisis 
would without doubt result. 

This is precisely what happened during the last few years. 
It would not be becoming for me to criticise the policy 
followed by the central banks from 1925 to 1930. The. 
motives which guided that policy have been inspired by the 
best of intention and a sincere desire to manage the transition 
in a period of difficult reconstruction as well as to provide 
effective assistance to other money markets. So far as 
France is concerned it shoqld be stated that the long duration 
of the de facto stabilization made it necessary for the Bank to 
leave on deposit in foreign markets considerable sums which 
would have normally been repatriated, and these created in 
those markets an illusion of monetary abundance which was 
in reality precarious. Likewise, the maintenance of an 
extremely low discount rate in the United States market has 
facilitated the rise in stock exchange securities, and this rise 
has attracted to the American market an enormous volume of 
short-term funds which facilitated the realization of profits 
by international speculators. The artificially obtained fund 
of capital was employed in consumption, and it contributed 
to maintain the prices of commodities for a longer time than 
was reasonable. After the stock market crash in New York, · 
the sudden withdrawal of short-term funds and the following 
reduction in the purchasing power of the consumers brought 
about a decline of prices much more unexpected than would 
have been the case if they had not been arbitrarily supported. 

It is, therefore, the superabundance of short-term credits, 
and not a lack of them, to which can be attributed a part 
of the burden of the present crisis. 

All policies that tend towards the similar ends must 
necessarily have the same effects. Credit can not and should 
not ever be anything except an anticipation of the purchasing 
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power of the consumer. If this purchasing power does not 
increase to the same extent as credit, it will necessarily end 
in a diminution of wealth. 

The idea of preventing the decline of prices through ,a 
systematic increase of short-term credit is in its basis a 
disguised and partial form of socialism. If one wishes to 
exercise an influence on the price level, one must not only 
control credit, but also production and consumption. Is 
there anybody who is disposed to make such an experiment 
after all that we have seen? It is just as dangerous to ask 
the central bank to undertake such a mission as to ask the 
state to organize production and consumption. Controlled 
economy, no matter in what new disguise it may appear, 
does not inspire us with any confidence. 

In a period of declining prices, business does not need so 
much short-term capital as long-term capital. It is in this 
direction that efforts must be directed. 

Without doubt, the remuneration of that capital will tend 
to diminish more and more. We have already come to 
rates of interest approximately the same as those before the 
war for really sound investments. The coming years hold 
in store without doubt new reductions in that rate. It is a 
matter for rejoicing. That reduction will assure to the 
present-day capitalist a superior value on his investments, 
and it will permit the governments by means of conversions 
to reduce the burden of internal debts which weigh upon 
them. If they are sufficiently wise not to increase their 
budgets in proportion to that relief, we shall be able to enter 
a period of tax reductions that will bring us gradually to the 
situation that existed before the War. 

Unfortunately a considerable part of the external debts of 
the states is expressed in the form of fixed annuities, which 
cannot benefit by the possibilities of conversion of ordinary 
debts. On that side no relief is to be expected. But in my 
opinion it appears entirely legitimate to apply systematically 
to these fixed annuities the rate of reduction corresponding 
to the reduction in the rate of interest in the world. It is a · 
contradiction that only one of the elements that today 
burden the budgets of the important states should remain 
fixed while all others tend to decline. It is a contradiction 
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that the charge of certain long-term debts remains unchanged 
while all other charges are being automatically reduced. In a 
modification of this kind there would be no violation of 
private contracts. It would simply be an effort to adapt to a 
new situation governmental contracts concluded more on 
the basis of political than economic considerations and, 
consequently, not subject to the general action of economic 
laws. 

The changes in the value of money, demonstrated in
numerable times, react with an inexorable logic upon the 
position of debtors and creditors. They favor sometimes the 
former at the expense of the latter, and sometimes the latter 
to the detriment of the former. 

The uninterrupted increase in prices which we have 
assisted during the first quarter of this century did not 
cease to favor the debtors who have seen their charges being 
steadily reduced under various forms. According to all 
indications, we are now entering a period of declining prices, 
unless sensational discoveries increase the production of 
gold. The position of creditors will be automatically im
proved, while that of debtors will change for the worse. 

There is no more justice in that situation than there 
was in the preceding situation. The problem would not 
exist if it were possible to stabilize the world level of prices. 
But in spite of all ingenious theories of economists, no 
practical system has been discovered so far to effect that 
stabilization. Even if one were to agree regarding the 
technical conditions of such an operation, no international 
authority at the present time possesses the necessary powers 
to realize it. 

Under these conditions, the only thing that can be done 
is to ameliorate to some extent the injustice from which the 
debtor is suffering and to do that entirely within the spirit 
of the contracts already concluded. Nobody dreams, it is 
hoped, of renewing in our times the policy of numerous 
countries which in the eighteenth and even nineteenth 
century did not hesitate to issue paper money to relieve the 
distress of the debtors, which had become intolerable. The 
solution of a great many difficulties in the corning years, on 
the other hand, will be facilitated if in the management of 
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these debts they are as much as possible adjusted to the 
decline in the rate of interest, provided that the contracts 
themselves do not contain an automatic agreement making 
the annuities vary with the purchasing power of gold. / 
Paris 
March,l931 



FRANCE AS A CREDITOR POWER1 

Report of Professor Andre Siegfried, L'EcoleLibre des SciencesPolitiques. 
Paris 

I 

0 NE of the most able economists of the preceding 
generation, M. Alfred Neymarck, summed up the 
financial position of France before the War in a 

striking form\}}a: "We are creditors everywhere," he said, 
"debtors, nowhere." No phrase, indeed, summarizes better 
the economic and financial equilibrium of France in the years 
that preceded 1914. 

The reasons for this favorable position were complex, but 
none the less very clear. 

First, there was an excellent economic situation. Some 
other nations were more active in international trade, but 
France had the characteristic, which is at the same time an 
inconvenience and an advantage, of having little need of the 
outside world either to buy from it or to sell to it. She 
herself produced on her own territory the great majority of 
the food products which she consumed; moreover, her 
domestic market also absorbed by far the largest part of her 
production of manufactures; exportation represented only 
odd change, doubtless very useful, but nevertheless expor
tation was only odd change. These various phenomena 
were reflected in the figures of our foreign trade in 1913, 
small in amount, especially if one compares the volume with 
that of-countries like England, for example. Imports 
amounted only to 8,421 million francs; exports, only to 
6,880 million francs. The deficit of this balance-about one 
and a half billion francs-ought not, however, to be regarded 
as disturbing, for it was made up easily by foreign credits 
of the first order: let us mention, for one thing, the expendi
tures made in France by tourists from abroad but above all 
the income from French investments abroad. In 1913 

1 Translated by the National Industrial Conference Board. 
190 
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income from foreign investments was estimated at about two 
billion francs, a total that probably had doubled since 1900 
and quadrupled since 1870. 

Of course, under these conditions the balance of payments 
of France was favorable; this credit surplus reached and even 
exceeded doubtless two billion francs, gold francs, naturally. 
This was one of the factors which maintained the national 
economy. According to certain estimates, the total annual 
private revenues of the country amounted to about 39 
billion francs; the expenditures were not more than 32 
billion francs; the total saving, productive or unproductive, 
must then have reached annually at least 5 billion to 6 
billion francs. Out of this total of 5 billion to 6 billion francs 
saved annually, it is thought that about 1,800 million francs 
was used in purchasing foreign securities; in addition, about 
500 million francs was imported in the form of gold. The 
domestic savings must have amounted to about 3 billion 
francs. Out of the total savings of France, 4 billion francs 
on an average were appropriated annually for new invest
ments in securities. These investments, representing a for
tune of 110 billion francs, were divided into 70 billion francs 
of French securities and about 40 billion francs of foreign 
securities. 

Thus, the balance of payments of France was favorable, 
and at that time France was, as she is again today, an 
importer of gold. This allowed our country to play an im
portant role in the international capital markets, for the 
French savings were in a large proportion-some said be
tween 50% and 60%-turned toward foreign investments: 
Russia, Anglo-Saxon countries, the Balkans, the Orient, 
South America, and so on. The role of France in world eco
nomic development at the end of the nineteenth and he
ginning of the twentieth century has been considerable. 

This creditor character of the French balance of payments 
was of old standing; this favorable state of affairs existed 
already in 1870. If it had been otherwise, we should not have 
been able to pay, without our exchange even feeling it, the 
war indemnity of five billion francs, tremendous for that 
time, demanded by Germany. 

This traditional freedom with respect to foreign countries 
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had created in France an atmosphere of security, of economic 
satisfaction which won for us an extraordinary independence 
from the outside world. We exported capital while scarcely 
ever going out of our own country, and the world remained 
always for us somewhat unreal. A brilliant French writer, 
M. Paul Morand, has portrayed in his novel, Lewis and Irene, 
this atmosphere of autonomy, so specifically French: "Other 
countries are only mouthfuls of a continent, of the world; 
France is a complete nourishment, which interests Europe, 
but which Europe does not interest ••. Also one has more 
than elsewhere, in leaving France, the impression of escaping, 
of extricating oneself from a domesticated happiness • • ." 

II 
The war threw France into an extremely disturbed state 

of affairs. Her commerci~l balance, the fundamental element 
in its balance of payments, was for some months entirely 
upset. In order to keep up the struggle, the French State 
had, as the popular saying goes, to leave no stone unturned 
to buy everywhere while being able to sell nowhere. Re~ 
turning to the formula of Alfred Neymarck, one could say 
for the end of 1914 that France became "debtor everywhere, 
creditor nowhere." 

The deficit of the French commercial balance was chronic 
but limited; it tended to become enormous, appalling. 
Whereas imports swelled without end-8,421 million francs 
in 1913; ll,036 million francs in 1915; 27,554 million francs 
in 1917; 22,306 million francs in 1918--exports, on the 
contrary, declined-6,880 million francs in 1913; 3,937 mil
lion francs in 1915; 6,013millionfrancs in 1917; 4,722million 
francs in 1918. The proportion of exports to imports de~ 
creased from 80.8% in 1913 to 21% in 1917 and 1918. Dur
ing the single year 1917 the deficit of the commercial balance 
rose to more than 21 billion francs; during the five years 
1914-18 this accumulated deficit reached 57 billion francs. 

The balance of payments of the country could not 
naturally, under these conditions, remain favorable nor even 
in equilibrium, for any reserve, however formidable it might 
be, was not shaped to cover such huge disparities. The marks 
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of inequality between our foreign credits and debits made 
themselves felt, from the first months of 1915, in a significant 
weakness of the exchange. The franc fell with reference to 
the dollar and to the pound sterling. It would have fallen 
even further at this time if France had not found financial 
support either among her allies and associates or among 
certain neutrals. Nevertheless, in order to pay for its pur
chases of war supplies and its increasing food imports, the 
country had to find at any price the means for foreign settle
ments; the State felt a pressing need of devices to effect its 
payments; it utilized then all the means of exchange that it 
could find; the French holders of gold were canvassed, as 
well as the French holders of foreign securities; the relinquish
ment of these clains made possible the easing of the exchange 
and the payment for purchases for which credits had not 
been obtained. Let us add that certain very unexpected 
factors chanced in some measure to lighten the load without 
recompense which weighed upon France; the allied or as
sociated armies which fought on our territory brought there 
money; and similar payment came indirectly in spite of 
everything from the huge exports of capital to which the 
position forced us. Nevertheless, when after the Armistice 
foreign creditors, American, English, and so on, were 
pressing us, we could measure the extent of our financial 
enfeeblement. The value of the franc decreased rapidly. 
At this time the French portfolio was pretty completely 
emptied of foreign securities. We had voluntarily converted 
a part of them into money in order to secure the means of 
payment; another part was lost, sometimes destroyed; the 
depreciation of the Russian investments, of loans to enemy 
countries, and of many foreign industrial securities had made 
cruel gaps, some of which have not been filled. 

After the return of peace, the history of our commercial 
balance may be divided into four periods. 

First, a period of restlessness in 1919 and 1920, during 
which France re-established in a short time exhausted stocks 
of goods by means of importation. With the Armistice one 
had hoped to see the imports stopped, but one perceived, 
not without surprise and discouragement, that on the con
trary they redoubled. The truth is that it was necessary to 

14 
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continue to buy from abroad because the country had not 
recovered its normal production. That signified that the 
impossibility of exporting continued. In 1919 imports were 
35,779 million francs, exports only 11,870 million francs; in 
1920 exports increased again, largely because of the advance 
of prices, to 27,894 million francs, but imports rose at the 
same time to 49,904 million francs. The deficit of the 
balance remained tremendous, and, as the exchange was no 
longer maintained by the financial support of the allies, the 
franc gave way. 

Next comes a period of world crisis and of declining 
prices during which France reestablished fairly rapidly her 
commercial balance. Imports in 1921 were 25,548 million 
francs, exports 21,553 million francs; in 1922 imports fell to 
23,930 million francs, while exports were maintained at 
21,379 million francs. In this balance, which was recovered 
very rapidly on the whole, .the proportion of exports to im
ports even reached a level that the pre-war times had not 
known: 83% in 1921, 89% in 1922. From this moment 
the balance of trade ceased to be a factor in the depreciation 
of the exchange. If the franc fell in value, it was for other 
reasons. 

The period which extended from 1923 to 1927 was charac
terized chiefly by the dominant influence of the fall of the 
franc. But this decline did not have only bad effects; it 
forcibly stimulated exportation. Thus the very depreciation 
of our money contributed indirectly to the restoration of 
our national industry. In 1926, for example-the year when 
for some hours the dollar came to be worth 50 francs
imports increased to 59,598 million francs, but exports rose 
to 59,67~ million francs. It was a favorable balance. In 
1924 the proportion of exports to imports was 105%; in 1925, 
104%; in 1926, 100.1%. This credit balance on account of 
merchandise trade, which had practically never been seen 
in France, allowed French exportation to enlarge easily its 
conquests. Expressed in gold, French prices were lower 
than world prices, giving an obvious advantage to French 
manufacturing in competition with foreign countries. 

But a fourth period began with the de facto stabilization 
of the franc in December, 1926. In 1927 there was still a 
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favorable balance of trade-imports 53,050 million francs, 
exports 54,925 million francs, exports being 100.7% of im
ports. But in 1928 the balance was upset-imports 53,44~ 
million francs, exports 51,347 million francs, exports being 
only96% of imports. In 1929 the disparity further increased 
-imports 58,285 million francs, exports 50,072 million francs, 
exports being only 86% of imports. What happened is clear; 
French prices tended, slowly but surely, to approach world 
prices, which made the premium on exportation disappear. 
Under these conditions imports increased, and exports 
declined. 

Here we are then, in our short exposition of the events of 
yesterday and today, at the present period. Beginning in 
1928 and especially in 1929, France returned to a balance of 
her foreign trade very like that of before the war; the same 
surplus of imports, with almost the same percentage of 
exports with regard to imports. The parallelism is even more 
striking since the balance of payments, a debit balance 
during the war and the first years after the war, has again 
become favorable. Thus, the surplus of exports has coin
cided with a debtor position; the surplus of imports begins · 
again when our position becomes a creditor position. 

One can conclude that the country has again found in 
what concerns its trade, its credits, and its debits a balance 
very like that from which it formerly benefited. It is no 
longer proper to say, doubtless, as formerly, that France is 
creditor everywhere, debtor nowhere; but one can without 
hesitation state that the position of France has again become 
a creditor position. It is permissible to speak of her as of a 
,.creditor country:• What are the credits that change into a 
favorable balance of payments the unfavorable balance of 
trade? 

III 
We have reached now, after this brief historical introduC

tion, the very subject of this study. The moment has come, 
indeed, to analyze the true elements of the French balance 
of payments. We will take as the base in this discussion the 
year 1929, the receipts and expenditures during 1930 being 
still too recent for one to be able to take cognizance advan
tageously of all their elements. 
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In order to proceed with such a study, we shall depend 
on two recent authoritative publications. One is that of 
Mr. Pierre Meynial, "The French Balance of Payments," 
published in the Revue d'Economie politique of May and 
June, 1930; the other that of Mr. Jules Perquel, "The 
International Accounts of France," published in the issues 
of the Capital, 1930. 

We begin, as you already know, with a deficit of 8,122 
million francs in the trade balance of 1929. It is by such 
an amount that imports exceeded exports. These 8,122 
million francs correspond quite closely, do they not, to the 
1,500 millions of deficit in the 1913 balance of trade, if only 
one takes into consideration the coefficient 5 in the deprecia
tion of the franc. 

How is at present this deficit made up by credits abroad? 
This is a question of the balance of revenues, which goes to 
show in what measure France is a creditor country. We will 
make a distinction in this analysis, as it is classic to do: (1) 
on one side, the exchange of services; (2) on another, interest 
received from or paid abroad; finally (3) government pay
ments to, or receipts from, abroad. 

SERVICES 

Contrary to appearances, there is no need to set down 
freights to the debit of our balance of payments. It is true, 
doubtless, that overseas transportation costs us more than 
it brings back to us, for we pay to foreign merchant marines 
more than foreign countries pay to ours. However, freight 
charges paid by French importers are included in the value 
of the imported products and thus already figure in the debit 
of our trade balance. Having taken this circumstance into 
consideration, it is proper to carry to our credit the sum total 
of the freights paid by foreign countries to our merchant ma
rine. The published statistics are entirely too inadequate to 
enable us to evaluate the exact amounts. M. Meynial, how
ever, estimates this income from freights at 3,100 million 
francs for the year 1929. According to his statements, 
transit insurance gives rise, furthermore, to an income of 
about 500 million francs. 
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The sums remitted by foreign workmen living in France 
must, on the other hand, be included on the debit side, for 
they considerably surpass the sums that the French nationals 
living abroad can send back to their country. France, one 
knows, is not a nation that emigrates, while foreign immigra,. 
tion into France has been considerable since the War. It 
amounted in 1927 to 164,018 persons and to the still very 
important net total of 124,268 persons if the number of 
people who became repatriated is taken into consideration. 
We are chiefly concerned with workers, people earning their 
living, many of whom send money to their families, living 
in their native countries. It is estimated, indeed, that in a 
year such as 1929 an exportation of 2.5 billion francs could 
have been produced. 

However, this figure of 2.5 billion francs is very small 
compared with the huge inflow of money into France from 
the expenditures of foreign tourists. The total income on this 
account is usually valued at 10 billion francs in 1929. Ac
cording to American statistics, American tourists alone 
should have left in France in 1929 more than $175 million, 
or about 4.5 billion francs. The National Tourist Bureau 
estimates all foreign tourist expenditures at 12 billion francs. 
In accepting simply the figure of 10 billion francs and in 
deducting 1,500 million francs in order to take into considera
tion expenditures made by French tourists in foreign 
countries, there still remain 8 billion francs in favor of France. 
This is a figure that cannot very well be maintained, especi
ally in times of crisis; but if we consider the year 1929, which 
was still-at least until October-a year of prosperity, the 
estimate is not at all excessively optimistic. 

If we add up the credits and subtract the debits on account 
of services, we find a credit surplus of 9,600 million francs, 
which is sufficient in itself to make up the deficit on account 
of merchandise trade. 

PAYMENTS AND REcEIPTS ON AccouNT or INTEREST 

From the figures published by the Department of Registry, 
the Revue d'Economie politique estimates that income from 
foreign securities held by the French exceeded 4,100 million 
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francs in 1929. The estimate for 1928 by the same authority 
was only 3,700 million francs. This increase is explained by 
new purchases of foreign securities, by the dividend increases 
on certain foreign securities, and by the payment of interest 
on various bonds, which until then had in some cases been 
suspended. 

It is here that the War made its presence felt! The 
foreign investments of France before 1914 were valued, as 
we have seen, at 40 billion to 45 billion gold francs, which is 
more than 200 billion present francs. But today French 
foreign holdings amount doubtless to less than 100 billion 
present francs. The income form this portfolio, which must 
have been in 1913 nearly 10 billions of our present francs, 
has decreased 60%, as one can see, since it is only a little 
more than 4 billion francs. This decline is easily explained. 
By selling a part of its holdings of foreign securities France 
paid a considerable portion of the expenses of the War. A 
large volume of securities ~scaped in this way from French 
ownership. Each of us can verify, from his own experience, 
the perfect accuracy of this statement. Nearly all French 
investors before 1914-and is not every Frenchman more or 
less an investor?-owned some foreign securities. An im
portant part of the annual savings was used in investments 
of this kind. A part of this capital was liquidated because 
the country had need of disposable funds during the War; 
another part disappeared because the debtor states disap
peared, or at least were so completely transformed that 
today they are unrecognizable and have repudiated their 
debts. This is the case especially with all the French money 
formerly invested in Russia. 

However, if one stopped there, one would have a false and 
much too pessimistic idea of the true situation. There has 
been since the close of the War a very important amount of 
investments made abroad by the French; but a very large 
proportion of these investments assumed and maintained un
til now the form of short-term credits. When, especially from 
1923 to 1926, the franc depreciated without ceasing, con
fidence in the value of the national currency was strongly 
shaken. The phenomenon known under the name of the 
"flight from the franc" was general. One understands from 



FRANCE 199 

this that all those who could invest their money in a form 
other than that of a depreciating currency tried to do so. 
Especially the merchants, and particularly those who con
ducted business with foreign countries, profited from their 
exports and credits to which they gave rise, in order to put 
in safe.keeping abroad a large part of their resources in the 
form of pounds, dollars, pesetas. So great was the flight from 
uncertainty! In short the money was not repatriated. The 
government opposed this flight, this bleeding, but in the 
last analysis it could do nothing; its threats, its thunder, re
mained most frequently of no effect. Under these conditions 
important French holdings were placed abroad; when they 
began to be repatriated, it was apparent that they were not 
only important but also enormous. 

Their importance can be evaluated on the basis of certain 
known elements. The Bank of France in 1929 possessed 
25 billion to 30 billion francs of foreign short-term holdings; 
the Treasury about 10 billion francs more. To these holdings 
of 35 billion francs must be added those of private banks, 
perhaps another 15 billion francs. In all here we have some 
50 billion francs, yielding an annual interest of 1,500 million 
or 2,000 million francs. 

Aside from these short-term investments there were 
doubtless, although the amount is not known, some long
term investments made abroad by the French after the War. 
There were also some revenues collected abroad brought 
into France by foreigners living here. In adding up all these 
annual returns on capital invested abroad, one gets a sum, 
which is not without importance, of 6.5 billion francs. From 
this figure, however, must be deducted the sums that France 
pays annually as interest on sums borrowed by her abroad. 
This indebtedness, however, seems to be decreasing quite 
rapidly, either because France is redeeming the bonds which 
she placed abroad, or because foreigners are selling back the 
French securities bought by them. The Revue d'Economie 
politique estimates that this figure has fallen from 1,200 
million francs per year to 700 million francs. The net income 
of France on account of foreign investments and credits in 
1929 would have been then about 5.5 billion francs. 
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PAYMENTS OF THE GovERNMENT TO THE OuTSIDE 

The payments of the government abroad for interest and 
amortization of the commercial debt-distinct, as one knows, 
from the political debt-were about 600 million francs in 
1929, about $20 million for dollar loans, and 100 million 
francs for obligations issued abroad. These 600 millions 
must be written on the debit side of the balance of payments. 

GENERAL SuRVEY oF THE BALANCE oF PAYMENTS oF FRANCE 

If we seek now to obtain a view of the total of the balance 
of payments of France in 1929, we ascertain, first, that the 
debits amount to about 13 billion francs. This figure is 
obtained by adding to the deficit of 10 billion francs on 
account of merchandise trade 2.5 billion francs of remittances 
of foreign workers residing in France and about 500 million 
francs of payments made by the government to foreign 
countries on account of its commercial indebtedness. 

On the other hand, the credits amount to about 17 billion 
francs, or 17.5 billion francs. This figure is reached by adding 
three sources of credits from abroad: 3.5 billion francs result
ing from various "services"; 8.5 billion francs accruing from 
foreign tourists in France; and about 5.5 billion francs from 
interest received from abroad either on long-term invest
ments or on short-term credits. 

The active balance of France in a year such as 1929 is then 
about 4.5 billion francs. Its most important element remains, 
notwithstanding, the balance of commercial transactions, 
followed closely, it is true, by the factor of expenditures of 
foreign tourists. If one takes into consideration that these 
tourist expenditures are, in large measure, disguised exports 
of goods, one must infer that the creditor position of France 
depends chiefly on its commercial activities. But one must 
not lose sight of the fact that the reserves of capital accumu
lated abroad, although they play only a minor rele, deserve 
to be considered as holding a very important place in this 
balance-sheet. France today, as yesterday, is a country that 
lives by her labor, by her activities, but that makes thrift 
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enter into her system as an essential and, in her eyes, an 
indispensable factor. 

Under these conditions the position of France can be con
sidered as favorable. The peculiar thing, to which we have 
already drawn attention, is that it tends to return to the' 
situation which existed before the War. By an instinctive 
process of redress, which proceeds less from the intention of 
her rulers than from the spontaneous and individual effort 
of her citizens, France has simply tended to become again 
what she was before. 

France has then changed relatively little. In post-war 
Europe it is perhaps the country which has modified least 
the fundamental bases of its economic and social equilibrium. 
To some, this is a matter for reproach; others-and this is, 
I believe, the opinion of the French themselves-see in this 
persistence of the traditional character of the nation a sign 
of strength and vitality. If indeed one tries to go to the 
bottom of this matter, one finds a country that spends less 
than it earns, in short a country that saves. From our 
personal experience a Frenchman does not feel at his ease 
when his private budget is not balanced. He feels no more 
at ease so long as he has not put something aside for his old 
age. Fundamentally he feels a certain distrust toward life, 
which perhaps would not be in place in a very young country 
like America, full of resources not yet exploited, but which is 
justified after all in a very old continent like Europe, where 
even work and good intentions will not always keep a man 
alive. One might grow old, fall ill, lose one's job without 
finding another. The Frenchman, prudent and even a little 
skeptical, thinks of all this, and that is why he lays something 
by. These savings are assured doubtless in a certain degree 
by restraint. The French opinion after the War felt that 
such restraint was necessary. Such was the advice given by 
the government; but I believe that each Frenchman would 
have acted thus in his private life, not because he was told 
to do so, but because he felt that it was the advice of reason. 
If France had purchased more, imported more, perhaps she 
would not have had at the end of this practice the same credit 
balance as today. If she had not proceeded thus, it is thought 
that she could not have reconstructed with the same ease her 
capital, her stock of tools, and her floating capital. 
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IV 
Since 1926, that is to say since the stabilization of the 

franc, there has occurred an indisputable flow of capital 
toward France. At the same time thrift was re-established; 
as soon as the French again found themselves in possession 
of a stable national currency they began to save. An 
excess thus tended to be produced, capable as in the past of 
seeking again investments abroad. Some movements of 
capital of great importance were thus produced, which 
necessitated a study of the balance of capital funds. 

M. Meynial, in the same study in the Revue d'Economie 
politique that we have already. cited, analyzed as follows 
this balance of capital of France during the year 1929. 

On the incoming side the sums paid to France on account 
of reparations figure first. The net amount, deduction hav
ing been made of 330 million francs for the expenses of troops 
of occupation in Germany, reached 6,700 million francs. 
French issues abroad came next. They were of very little 
importance, amounting only to 200 million francs. Under 
the same head must be includ~d the sales of foreign bills 
held by the Bank of France, amounting to 6,576 million 
francs. The total of these three sources of foreign credits 
was 13,476 million francs. 

Against these capital exports are to be placed (1) the 
payment of debts to foreign countries, England, the United 
States, Switzerland, which in 1929 amounted to 2,237 
million francs; (2) the issue and introduction of foreign 
securities into France, amounting to 1,100 million francs; 
and (3) the purchase of foreign bills either by the Bank of 
France or by the Treasury, amounting to 1,459 million francs. 
This second total, which is to be deducted from the first, 
amounts to 4,796 million francs. 

One thus obtains a net balance of 8,680 million francs in 
favor of France. 

v 
France finds herself then, either as regards movements of 

capital or as regards income, in possession of a surplus, of an 
active balance. How is she going to turn it to account? 

Until now she has either imported gold or left abroad 
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short.term holdings. Imports of gold are the sign and the 
natural consequence of a general credit balance of payments. 
The reserve of the Bank of France at present is certainly 
sufficient for the amount of notes in circulation, since the 
percentage required by the statutes is much higher than the 
minimum legal percentage. This situation being a short
coming, one is inclined to think that an introduction of 
foreign securities is opportune. As a matter of fact the 
policy of the French Government has been in this direction. 
By lowering the tax on the yield of foreign securities from 
25% to 18%, it has wished indeed to encourage investments 
in foreign securities in order to create a current of capital 
exportation capable of bringing about a diminution of the 
paper currency. 

A logical solution for France is then to become again a 
market for long-term investment. The fact is not contested; 
France can again invest annually many billions of francs 
abroad. That stands out in the analysis of our balance of 
payments; so much so that we have given it much emphasis. 
One can consider France as a country overflowing financially 
through its thrift. From this point of view-although from 
other points of view she is very different from the young 
American colossus-her situation resembles that of the 
United States more than of any other country. However, 
France differs from the United States in that its natural 
riches are already largely improved. Under these conditions, 
money in France tends to be plentiful. With a population 
which scarcely grows at all and with habits of saving that 
persist, we must look forward to decreasing rates of interest 
unless we are going to seek abroad more remunerative in
vestments. Before the War this possibility of obtaining by 
investments abroad a more favorable rate of interest was 
one of the factors which induced French investors to invest 
their money abroad. There is no reason to think that the 
Frenchman is in this regard less intrepid than formerly. 
However, it must be confessed that he has had some bitter 
experiences; the Russian and Turkish investments, for 
example. It must be understood, too, that in the present 
period, which is at least disturbed politically, the French are 
not tempted to send out their savings. Moreover, they say 
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to themselves that France at the present time is the country 
in Europe that offers the greatest guarantees of stability 
and safety. One must not be astonished to see the French 
reasoning in this manner, since so many foreigners, making 
the same decision, are sending their capital to France. 

Here then we come back to the political aspect of the 
problem. When tranquility shall have returned, when 
peace shall seem completely assured, France will be able to 
assume again the role that she played before the War as an 
international lender of capital. Is it not curious to ascertain 
to what point the traditional characteristics of different 
peoples persist, even through the convulsions of the earth as 
marked as those of the last war? 
Paris 
February, 1931 



ITALIAN AGRARIAN POLICIES 

Report of Mr. Antonio Stefano Benni, President, Confederazione 
Generale Fascista dell' Industria, Rome 

RECENT estimates made by the Minister of Agriculture 
and Forests Acerbo show that, of the 400 billion lire 
worth of property owned by Italians, farm lands and 

buildings account fur 160 billion, livestock for 20 billion, and 
farm machinery and equipment for 5 billion. Minister 
Acerbo also estimates the Italian agricultural income at 
30 billion to 32 billion lire, equivalent to 40% of the national 
income. These figures clearly show the great importance of 
agriculture in Italian economic life. 

In its policy for the development of productive activities 
Signor Mussolini's Government has not lost sight of this 
fact, and agriculture has received a stimulus far beyond any
thing heretofore done for it in the history of United Italy. 
The bearing and results of this action can be properly appre
ciated only when the conditions prevailing in agriculture 
prior to the advent of Fascism are taken into due account. 

First of all the War, by reducing the labor available for 
the farm and by curtailing livestock holdings and forest 
resources, followed by the post-war social crisis with its 
serious threat to property rights, had seriously undermined 
the prosperity of Italian agriculture. Evident symptoms of 
this decline can be found in the statistics for the leading 
branches of agricultural production and in those for imports 
and exports of farm products. They show that reduced 
home production was accompanied by heavier imports of 
foodstuffs and by a marked shrinkage of the exports of 
typical Italian farm products, a shrinkage which, if partly 
due, as Minister Acerbo points out, to the reduced purchas
ing capacity of certain foreign markets, was nevertheless 
directly connected with the reduced efficiency of the farm. 

The return of order and social discipline which accom
panied the rise to power of Signor Mussolini was of capital 
importance for agricultural recovery. With the removal of 
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the danger threatening private property wiser councils pre
vailed among the rural workers, no longer misled by dema
gogic agitation, and the countryside -again rejoiced in pro
ductive activities. The beneficent effects of the new political 
situation were thus rapidly felt in the agricultural world. 

Nor was this all; rural activities were stimulated by the 
direct action of the Fascist Government, true to its policy 
of encouraging production. The opinion Mussolini had 
formed on first taking office in respect to policies for favoring 
the growth of Italian agriculture no less than that ofindustry 
was justified by a whole series of considerations, first of all, 
by the age-old agricultural traditions of the country, suited 
to its climate and geographical conditions, which make it 
possible to raise a very great variety of crops of choice 
quality. These traditions had been overcast only in periods 
of decadence and of foreign oppression, but a regime of 
national revival, such as the present one, could not fail to 
recognize the important part played by agriculture in Italian 
life, sparing no efforts to assure it a new period of prosperity. 
Moreover, the Fascist Government desires the country to 
have the full benefit of the inherited qualities of the Italian 
agriculturist, qualities of which as an emigrant he has given 
proof in California and elsewhere by assisting so effectively 
in promoting the agricultural development of virgin lands. 
That such action is justified is evident when we consider 
that the great changes in the migration policies of so many 
countries have brought Italy sharply up against the problem 
of employing on her own soil her steadily increasing popula
tion. Moreover, the social and population policies of the 
Fascist Government make it advisable to devote the closest 
attention to increasing the efficiency and the yield of the 
farm. The measures taken towards this end cover a wide 
field. They go from extension work for popularizing scien
tific methods of cultivation and the large-scale use of chem
ical fertilizers to the regulation of the fruit and vegetable 
trade, more especially the export branch, through grading 
and standardizing qualities and types of produce and protect
ing them by export marks; from the reorganization of ag
ricultural and land credit to legislation for integral land 
reclamation and for the utilization of the agricultural re-
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sources of Italian colonies; from measures to check the rural 
exodus to the reorganization of the Department of Agricul
ture and Forests. 

The guild organization of the forces of production and the' 
basic principles written into the Labor Charter have also 
contributed to arouse in the producers a clearer perception 
of the part they are called on to play; while landed property 
has been consolidated, the social duty of the land-owner to 
make the best possible use of his property has been stressed. 

The effort to ensure agricultural expansion and progress 
pivots around the so-called "wheat campaign." The goal 
set by Mussolini when he opened the campaign was that of 
increasing the yield per acre of areas usually planted in 
wheat without interfering with the normal distribution of 
the land as between the several crops. 

The aim in view is well within reach. In other countries 
less favored than Italy by soil and climate, the yield per 
acre is much higher than that now proposed by Mussolini, 
and Italian pioneers in the wheat campaign have already 
succeeded in obtaining very high yields. 

The unequal average yields now obtained in the different 
regions of the country leave no doubt that, by extending 
the use of the scientific methods already in use in some parts 
of the country, the wheat output as a whole can be very 
considerably increased. The rational use of chemical fertil
izers, produced on a large scale by home industries, the more 
general use of agricultural machinery and of selected seed, 
and the better training and education of the rural masses 
are the chief ends aimed at by the many active travelling 
lecturers on agriculture and the recently founded agricul
tural schools. 

Although all agricultural improvements require much 
time and patience, the results already obtained by the wheat 
campaign, as reflected in the data of production, show that 
the effort so far made has not been fruitless. The annual 
average of 5 million metric tons of wheat secured in the five
year period 1909-13, after falling to 4:.5 to 4:.6 million tons in 
the first post.war years, rose to an annual average of over 
6.2 million tons in the first five years of the wheat campaign, 
with a maximum of 7.1 million tons in 1929, when an average 
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yield of 1.4 tons per hectare was secured-1.97 in North 
Italy, 1.2 in Central Italy, 1.35 in South Italy, and 1.29 in 
the Islands. Unfavorable weather conditions were respon
sible for a smaller crop of only 5.7 million tons in 1930, which 
nevertheless exceeded by 700,000 tons the pre-war average. 
The larger output has been assured by higher yields per 
hectare, rising from an average of 1.04 tons in the period 
1909-14 and 0.98 in the period 1915-20, to an average of 
1.2 tons in the period 1926-30. During the same period the 
average wheat yield per hectare for the world as a whole rose 
from 0.94 ton in 1909-14 to 0.95 in 1926-30. Thus Italian 
production in this field has increased much more rapidly 
than world production, which has remained almost station
ary. 

There has been, on the whole, a decided increase in the 
output of all other farm crops. This is shown by the value of 
the 20 leading crops, which, estimated on the basis of 1913 
prices, rose from 6.4 billion lire in 1922 to a little under 9 
billion gold lire in 1929. 

The figures for the consumption of chemical fertilizers 
given below confirm agricultural progress: 

In Metric Tons 
Fertilizer 

1913 1923 1929 

Hyperphosphates .•.•••....••.•.•.•. 1,075,000 1,100,000 1,505,000 
Basicslag .......................... 125,000 58,000 66,000 
Potassic fertilizers .••••••....•...•.•. 25,000 34,000 58,600 
Nitrate of soda ...................... 50,000 42,000 74,000 
Ammonia sulphate •..•••.•.•••.••.•. 35,000 30,000 122,660 
Cyanamide ......................... 15,000 42,000 97,300 
Nitrate of lime ...................... 700 900 31,300 
Ammonia nitrate ................... .. 4,000 21,650 

Integral land reclamation is another very interesting 
phase ot Italian agricultural policies and one typical of the 
Fascist regime. The underlying idea has evolved gradually 
with the growth of legislation on public works. Experience 
gained in the field of land reclamation showed the need for 
state intervention in planning and meeting the cost of works 
for controlling malaria in the interests of public health, and 
this led to the realization of the need of planning land re
clamation on lines consonant with economic requirements. 
Accordingly, land reclamation programs are now extended 
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to include the works needed for regulating water courses and 
also those required to enable the drained areas to be profit
ably farmed. The Mussolini Act of December 24, 1928, on/ 
integral land reclamation pledges the government to a vast 
effort to ensure the progressive growth of Italian agriculture 
and the ruralization of the country by providing large grants 
for works, more especially in South Italy and the Islands, 
to promote the productive use of potential farm lands 
hitherto inadequately utilized. The act lays down the fol
lowing financial program: 

Coat to 
Coat in TimeRe- Percentage Government 

Nature of the W orlt Millionaof quired, Yean of Grant in Million• 
Lire of Lire 

Drainage and accessory works .... 4,500 14 68 (av.) 3,060 
Irrigation works in Italy and Is-

lands, irrespective of drainage 
204 works ...•.......•.....•.... 300 14 42.5 

Irrigation works in North and 
Central Italy, irrespective of 
drainage works ............ , .. 500 8 40 200 

Villages and farm buildings in 
South and Islands., ..• , .. , ... 500 8 27 340 

Rural aqueducts ............... 200 7 75 150 
Farm roads and water supply .•.•. 1,000 14 40 400 

7,000 4,354 

The co-ordination of the works for farm improvements on 
reclaimed lands has been assured by fixing the boundaries of 
areas in the several zones in which land reclamation can be 
most successfully carried out on a uniform plan. 

Thirty-seven such areas have already been defined, cover
ing a total area of 3,823,000 hectares, distributed as follows: 

North Italy ........................ No. 4 758,000 hectares 
Central .Italy ................ ,...... 12 1,279,000 
South Italy........................ 14 856,000 
Islands............................ 7 930,000 ------37 3,823,000 

The energy with which the Fascist Government is pursu
ing this work for increasing the resources of I tali an agricul
ture is shown by comparing the expenditure on land reclama
tion works carried out during the period 1870-1922 with that 
for the period 1922-30. 

15 
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In Gold Lire at Pre-War Parity 
Regions Expenditure Expenditure 

187G-1922 1922-1930 

North Italy ............................. 113,016,900 321,320,400 
Central Italy .. , ......................... 77,777,416 77,667,200 
South Italy and Islands .••. , .•.•.•........ 221,952,650 150,587,520 

412,746,966 549,575,520 

These figures show that more has been done in the last 
eight years than in all the previous fifty. The expenditure 
in present day lire amounts to 2,248 million, inclusive of the 
grants set forth above. 

Such is the importance the regime gives to its land reclama
tion program that a special under-secretary of state has been 
appointed to centralize all services connected therewith. 

Similar recognition has been given to the need of refores
tation, closely connected in some of its aspects with the prob
lem of land reclamation. ·From 1922 to the close of June, 
1929, no less that 5,844 hectares have been rewooded, and 
besides the normal care of national forest areas, another 
15,283 hectares of mountain water-basins have been cared 
for. These figures compare with those for the period 1867-
1922, during the whole of which only 26,200 hectares were 
rewooded and only 16,500 hectares of mountain water
basins properly cared for. C,omment is superfluous. 

No less important are the steps taken by the Fascist 
Government for the reorganization of agricultural credit so 
as to make it a powerful instrument in the development of 
Italian agriculture. Among the most important measures is 
that of July 29, 1927, classifying agricultural credit opera
tions under the two heads of working credit, and land and 
farm improvement credit. Towards the latter the govern
ment contributes by the payment of interest costs up to a 
maximum of 2.50%. Credit for the working expenses of the 
farm is supplied by several institutions which collect and in
vest savings-savings banks, pledge banks, insurance so
cieties, etc.-regionally grouped. Moreover, the National 
Consortium for Agricultural Improvement Credit has been 
organized with an initial capital of 270 million lire, em
powered to issue interest-bearing certificates and bonds 
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with a view to financing the larger land-reclamation and 
farm-improvement works. 

The Fascist regime has also greatly encouraged agricul., 
tural enterprise in the Italian colonies. Apart from Ery
threa, with its trade traditions, potential development in 
these areas is mainly agricultural. With government ap
proval and support Italian pioneers have. settled in the 
colonies and are opening up their agricultural resources. It 
is a task requiring time and money, the fruits of which will 
only be harvested after a long interval of years. Neverthe
less, noteworthy results have already been obtained, among 
which the agricultural settlement in Somaliland promoted 
by H.R.H. the Duke of the Abruzzi, the great government 
land-reclamation works in the Tessinei valley, in Erythrea, 
and the many farming enterprises started in Tripolitania 
and Cyrenaica by I tali an settlers. 

The agricultural development of these colonies, carried 
on side .by side with agricultural expansion in the Mother
land, wil] open new outlets for the abundant supply of Italian 
labor and new sources of supply for the country. 

The leading features of Fascist agrarian policies thus 
briefly reviewed are supplemented by a whole series of meas
ures which complete the picture of intense activity now dis
played by Italian agriculture. Among these mention should 
be made of the legislation for intensifying and regulating 
the control of plant diseases; the establishment of the Na. 
tional Silk Corporation to ensure the best use of the silk crop; 
the Act of June, 1929, to increase the numbers and improve 
the breeds of Italian livestock; the establishment of the Na. 
tional Export Institute, which devotes much of its energy 
to favoring the expansion of Italian fruit and vegetable 
exports. 

The results of these policies are ·shown not only by the 
increase in the output of farm crops and produce but also by 
the notable decline of such social diseases as malaria and 
pellagra, formerly scourges of the rural population. The 
diet of the peasants has improved, and, in spite of the difli. 
culties caused by the fall in prices of farm products and by 
world-wide depression, the conditions existing in the country 
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districts in bad crop years when extensive agriculture still 
prevailed have now been left far behind. 

Assisted by the guild organization and with the active 
participation of all categories of agriculturists, the Fascist 
Government is engaged in providing conditions favorable to 
agricultural recovery. With this end in view it has encour
aged the revision of wages, a revision gradually extending to 
all other cost factors. 

In a recent speech Mussolini warned the public that, if the 
increase of national output is to be advantageous, it must be 
accompanied by an adequate reduction of costs, without 
which it would be impossible to consolidate the results al
ready obtained in the field of agricultural technique. 

The vast task of revision and readjustment of all the 
factors of production to the new purchasing value of the 
lira is under way; it cannot fail to secure that reduction of 
costs which the situation calls for. 
Rome 
February, 1931 



A FEW COMMENTS ON THE ECONOMIC DEVELOP-' 
MENT OF THE BELGIAN CONGQl 

Report of Hon. Emil Francqui, Honorary Deputy Governor, Societe 
General de Belgique, Brussels . 

WITH the year 1890 began the real colonization of the 
Belgian Congo. One cannot acquire a better under~ 
standing of the results accomplished since then by 

Belgium in the economic development of her colonial domain 
than by referring to the figures of foreign trade. 

These, however, such as they are, will only give a false idea 
of those results because of the fluctuations in the value of the 
Belgian franc which have occurred since the war. In order 
to make them comparable, it is expedient to express them in 
a monetary unit such as the United States dollar, whose 
stability was constant throughout the period 1890-1929, 
which we are going to consider. 

This much said, let us observe the fact that the sum total 
of products exported from the Belgian Congo amounts to 
about $600 million for the period 1890-1929, of which $26 
million is for the decade 1890-1899, or an average of $2,600,~ 
000 a year; $105 million for the decade 1900-1909, or an 
average of $10,500,000 a year; $180 million for the decade 
1910-1919, or an average of$15,000,000 a year; $285 million 
for the decade 1920-1929, or an average of $28,500,000 a 
year. 

From one decade to another, the exports of the Congo have 
therefore increased annually by $8 million to $10 million. 

An examination of the character of the principal products 
which come from the Colony leads us to an important con~ 
elusion. 

Statistics of commerce of the Congo for the year 1929-
the most recent figures available-show that the total value 
of exports, 1,400 million Belgian francs, or $39,500,CXX>, 
was distributed as follows among the important commodity 
groups: 

• Tra.nslated by the National Industrial Conference Board. 
213 
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(A) Mineral products, 876 million francs, $25 million, or 
62.5% of the total, comprising the following: 

Copper .......................................... 600 million francs 
Precious stones ................................... 131 " " 
Gold ..••.••••••••. •••••·•••·•·•·•· •••..•...•...• 85 .. 
Tin, cobalt and uranium ....•..•...••..•..........• 60 •• 

{B) Vegetable products, 473 million francs, about $14 
million, or 33.7% of the total, comprising the following: 

Palm tree nuts, •••..•............................ 154 million francs 
Cotton .•....•................ , ...............•.. 134 " " 
Palm tree oil .. ,, .................................. 100 '' ''· 
Copal .••....•....••..•..••..•.......•.......•... 47 " 
Ivory ••••••••.•...........•••.•...........•.•.•• 38 " 

The remaining 3.8% of the total represents exportation of 
divers products, such as wood, skins, coffee, etc. 

It appears from these figures that it is the industrial activ
ity, or better the exploitation of the wealth of the sub-soil of 
the Colony, which has in the past given it and which still 
furnishes its most important resources, that is 62.5%, while 
the agricultural activities furnished in 1929 slightly less than 
38% of the value of exported products. In reality, the pro
portion of the value of mineral products exported exceeds 
75%, if one considers that cotton, palm-oil and palm-nuts, 
in the state that they leave the colony, are to be included 
amongst those products which have already undergone a 
primary industrial process. 

This industrial activity is in the hands of important and 
prosperous companies. The government of the Colony
and it is a rather unique characteristic of the great colonial 
enterprises of Belgium-is associated with them through 
the great interest which it possesses in the capital of these 
companies. This association, which one might fear is pre
judicial to the free initiative of its leaders, has up to the 
present, at least, given excellent results. During a period of 
thirty years, these companies have contributed to make the 
Belgian Congo one of the best developed colonial possessions 
in Central Africa, and that speaks for itself. 

Indeed, these enterprises, established with the support of 
important financial groups, having thus great means at their 
disposal, have been able so to equip themselves as to speedily 
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realize a program of production, which was largely conceived 
at the beginning. Their primary activities gave rise imme
diately to secondary activities, since new industries destined 
to satisfy the needs born of the major activity were formed 
around these enterprises. Moreover, the necessities and 
needs of these industrial units in connection with exploitation 
and transport lead quite naturally to the construction of 
railroads, highways, harbors, etc. These industries have, 
therefore, in a way, made possible the economic develop
ment of the whole Belgian Congo. They were the foundation 
upon which capital investment in the Congo was built. 

Furthermore, it is important to point out that the birth 
and development of these industrial centers have permitted 
and made possible the colonization of the territory, namely 
the establishment and development of a colonial government 
and the amelioration of the standard of living of the natives. 

A word of explanation is here necessary, that is the value 
of the production per worker is considerably greater in the 
mining industry than in agriculture. The per capita produc
tion of a native is estimated at about $1,000 in the copper 
mining industry, whereas that of worker on a coffee planta
tion scarcely amounts to $78. 

This shows that the mining companies of the Congo could 
be heavily taxed without suffering from it unjustly. They 
have thus until now supported the greater part of the burden 
of administrative expenses and of the economic development 
of the Colony. 

This likewise shows that those companies which gave 
employment to the native population, which was the primary 
cause of moral and material improvement, were able im
mediately to raise the standard of life of their black workers 
through the accomplishment of extensive programs aiming 
to increase the level of their physical, moral, and intellectual 
standards. 

To summarize, a colonial policy based primarily on the 
exploitation of the resources of the sub-soil by powerful 
companies has accomplished the following results: it has 
permitted the immediate production of wealth, thus provid
ing the Colony, through taxation, with the means of organiz
ing and developing the colonial government, giving the start 
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to its economic development, stimulating other activities and 
contributing to the elevation of the native population. 

As a result of this policy the Congo has become the most 
advanced colony of Central Africa. The industry of the 
Congo, through the results it has accomplished, enjoys au
thority and a genuine prestige in the neighboring colonies, 
and its financial and technical cO-operation is frequently 
sought by them. 

It was in this way that the International Forestry and 
Mining Society of the Congo, which exploits the diamond 
fields of the Kasai, became interested in the discovery and 
research of the diamonds of the Lunda in the Portuguese 
colony of Angola. Moreover, the Belgian mineral industry 
in the copper basin of the Katanga has stimulated the de
velopment of copper beds of Northern Rhodesia. 

Finally, the success accomplished by the Belgians in the 
equipment of the falls of the Lufira for the requirements of 
the industrial valley of the Katanga has led the Rhodesian 
copper companies to ask their assistance. 

Indeed it is known that Northern Rhodesia, unlike the 
Katanga, is poor in waterfalls. Yet there is at this moment 
being developed in this country a powerful copper industry 
along the edge of the Katanga. Some representatives of this 
industry have suggested to the group of interested Belgians 
the improvement of certain falls of the Katanga with the 
idea of transferring the current thus produced toward the 
new copper basin. 

Would similar results have been possible if, instead of 
favoring the production of mineral wealth, the Colonial Bel
gian Government had in the first place supported the initia
tive striying towards the agricultural development of the 
Congo? It does not appear so. 

The soil of the Congo is on the whole naturally poor. The 
establishment of great agricultural production for export 
purposes by companies is economically possible only in rare 
localities. Experience has shown that in most cases the 
results of this activity were quite disappointing. 

What is more, as we have already seen, a considerable 
difference exists between the value of the per capita produc
tion of the native engaged in agriculture and mining, the 
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ratio being about 1 to 13. It is readily comprehensible that 
it has been radically impossible for the agricultural companies 
to bear the heavy weight of taxation needed for the expendi
tures of the administration and the equipment of the Colony,' 
the burden of which was assumed by the mining companies. 
These same agricultural companies would not have been able 
in the same degree as the industrial enterprises to concern 
themselves with the education of the natives whom they 
employed. In paying high wages in the application of their 
expensive programs, the industrial companies had in view 
the well-being of the workers. 

In short, it is obvious that the remarkable results accom
plished till now in the colonization of the Belgian Congo are 
almost exclusively due to capital investment in mineral 
wealth. It, therefore, appears that the primary interest in 
the development of the Belgian Congo demands that in the 
future a policy should be pursued which will be based, at 
least in its fundamental direction, on the exploitation of the 
sub-soil, which still conceals untold wealth. 

Is it to be understood from this that the mining industry 
alone, to the exclusion of agriculture, must be the sole object 
of the solicitude of the colonial government? Evidently not. 
But it is expedient that the intensive exploitation of the sub
soil of the Congo be the pivot of the Belgian colonial policy, 
agricultural activity being guided side by side with it, fol
lowing definite directives, and in a fashion coming shoulder 
to shoulder with it, in order to make possible its maximum 
yield. 

For this reason it is not expedient to encourage the estab
lishment of great agricultural production for export except 
with prudence. Development of this production must not 
be started except in the case of products which have been 
the subject of minute and prolonged study and observation 
in experimental gardens, so that capital would not be di
rected into lines of production, which would produce only 
mediocre results. It would be useful in this respect to be 
advised by the methods which have been practised in the 
Dutch East Indies. 

As a start, encouragement should be given above all to the de
velopment of all agricultural activities in which the native can 
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engage independently, after having received advice and ap
propriate instruction, so as to avoid old habits and give 
these activities a scientific basis. We have here especially in 
mind the cultivation of food products, the raising of cattle 
and also certain industrial products, such as cotton. 

As a general rule, in agricultural matters, we would like to 
see encouraged, above all, the activities likely to be practised 
by the natives and having as their goal the satisfaction of 
local needs. Besides, the improvement in the physical con
dition of the population engaged in these pursuits would 
assure the furnishing of foodstuffs for the natives employed 
in industry. Colonial agriculture would thus become the 
auxiliary to this industry; it would sustain the activity of the 
latter, and both, one depending upon the other, would com
bine in the development of the wealth indispensable to the 
cultural activities of the colony. 

A colonial policy, along the lines which have just been out
lined, is only possible with a legislation and administrative 
control which facilitates the development of the industry in 
the Congo. 

This means that mining legislation ought to be welcomed. 
Research permits of short duration ought to be granted 
freely, over great stretches of land, to all those who would 
like to prospect and explore and who would present sufficient 
guarantees. 

In fiscal matters, legislation ought to guard against taking 
away from the industrial companies too great a portion of 
the profit of their exploitation so as to stimulate the spirit of 
enterprise. 

But above all it is for the sake of the native worker that the 
governJ'!lent ought to lend all its support to the mining com
panies and assist them effectively. More particularly, the 
colonial administration ought to take care not to hinder and 
even to facilitate the exodus of the native population from 
regions where it is especially dense to the large industrial 
centers where it would obtain high wages. Such a policy, 
which has indeed been practised with success in many of the 
African colonies, notably in the recess of the Lado, would 
have. a twofold importance: on the one hand, the. mining 
enterprises would be able to count on a constantly mcreas-
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ing supply of labor, which the extension of their activities 
would require; on the other hand, the work of these com
panies and of the administration in the interest of the well
being and of the education of the natives would be greatly 
facilitated. The struggle against the diseases and the plagues 
which are greatly reducing their number, which is so difficult 
among populations dispersed over immense areas, should 
become relatively easy on the day on which they become 
concentrated close to the centers of industrial activity. 

Thus, a policy, aiming at a great industrial development 
of the Congo, and pursued with the enlightened support of 
the colonial administration, would definitely constitute the 
most rapid and effective means of achieving the humani
tarian goal of colonization. 
Brussels 
February, 1931 



ECONOMIC FEDERATION OF EUROPE 

Report of Mr. E. Heldring, President, the Royal Netherlands Steamship 
Company, Amsterdam 

THE formation of an Economic Federation of European 
States is an economic necessity. The need for it has 
never been greater, although the obstacles to its real

ization appear unsurmountable. Excluding Russia, there 
are 27 states on the continent of Europe, forming together a 
homogeneous geographical group. They are deprived of the 
benefits which would accrue to them through wholesome 
co-operation on the basis of natural exchange of goods, be
cause their governments, or rather the powerful interests 
which exercise a dominant influence on governmental policy, 
believe that the first duty of the government is to make the 
country economically self-supporting, no matter how inade
quate the human and material basis and how high the cost 
to society of the goods produced by the artificially stimulated 
branches of industry. Each country is protecting itself 
against the goods more economically produced by other 
countries through erection of higher and higher tariff walls. 
In their effort to develop domestic industries, agricultural 
states are imposing high duties against imports of manufac
tures from industrialized countries, and at the same time 
they complain when the latter practice the same policy in 
regard to imports of agricultural commodities. 

This policy is contrary to all principles of rationalization. 
Under these circumstances, mass production is impossible; 
ccsts of production are very high and are further increased 
by burdens imposed upon industry under the European syS
tem of social legislation. On the other hand, the purchasing 
power of wages is kept at a low level, because the sheltered 
industries can operate profitably only by charging high prices 
on the domestic market under the protection granted them 
by prohibitive import duties. This situation gives rise to a 
series of economic and social evils. It creates dumping when 

220 



THE NETHERLANDS 221 

production exceeds the consumption capacity of the domestic 
market and the profit made from domestic sales is used to 
cut export prices. Dumping leads to higher tariffs in othe~ 
countries; the capacity of production is greatly increased; 
the supply of goods exceeds the effective demand; and, in 
spite of all protection, prices fall, unemployment of labor 
and capital equipment increases, profits begin to dwindle 
and disappear. In a free-trade territory embracing Western, 
Central, and Southern Europe, with a population of more 
than 200 .millions, these abberations of the capitalist system 
would be appreciably reduced if not entirely eliminated. 

In any discussion of European Economic Federation, con
sideration must be given to financial relations between the 
United States of America and Europe. As a result of the 
World War, the United States became Europe's creditor, but 
at the same time continued to maintain a favorable balance 
of trade on account of merchandise and services. Europe is 
required each year to make large payments to the United 
States in discharging its official and private obligations, and 
the United States, although insisting that these payments 
shall be made, renders them extremely difficult by its de
fensive policy of prohibiting the importation of European 
goods and labor. The unbending attitude of the Allied 
Powers toward the payment of indemnities by Germany is 
explained by the obligations of the Allied Powers to America. 
The Young Plan of 1929 was intended to improve the situa-. 
tion, but it failed to accomplish this because of the fall in 
prices. While under the Young Plan payments, expressed in 
gold, are lighter than under the Dawes Plan, expressed in 
goods, by means of which Germany must finally settle its 
debts, these payments were considerably increased and have 
become well-nigh impossible. The burden imposed by 
American attitude rests chiefly on Germany, which in addi
tion finds its exports limited by tariff barriers in the United 
States and most other countries. That Germany's own 
tariff policy is a cause of provocation in this respect is only 
too true. 

Indirectly this situation exerts a most unfortunate political 
influence. France desires peace, but is primarily concerned 
with safety, still remembering the invasion of 1914. The 
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methods which France has followed to achieve security have 
often been far from happy and without doubt have tended 
to revive the militaristic spirit which was almost dead in 
Germany in 1918. The question of disarmament is a source 
of unceasing recrimination. The German people feel that 
reparation payments are of primary benefit to France, which, 
from the German point of view, wishes to oppress Germany 
and surround it with enemies. An already impoverished 
Germany was disastrously affected by the extraordinary fall 
in prices in 1930, producing an atmosphere of despair which 
fosters the growth of political parties advocating violent 
measures to free Germany from unbearable burdens. This 
development has produced, in turn, greater suspicion in 
France and has weakened the forces favoring peace and 
international amity. In addition, a feeling of uneasiness is 
created by repeated sabre rattling in the South, advances 
between the right wings in Germany and Italy, rapproche
ment between Soviets and Fascism, and the gradual emer
gence of two antagonistic groups in Europe. 

The United States could render no greater service to the 
world and to itself than by cancelling the war debts of its 
former Allies on the basis that this cancellation be applied to 
the payment of reparations by Germany. The result would 
be economic and political relief which would enable Europe, 
and particularly Germany, to apply its energies to the resto
ration of its own home. The pressure under which Europe is 
now working would be eliminated, and the antagonism be
tween Germany and France would be perceptibly reduced. 
Although the urgency of revising the Young Plan seems to be 
recognized in America, it is not to be expected that the 
American voter will accept in a measurable space of time the 
need for cancelling the intergovernmental debts. He knows 
little about the Old World and thinks that the funds thus 
released would be used further to increase armaments. 
Furthermore, he fears increased taxation, and the fact that 
a prosperous Europe would bring prosperity to his own coun-
try as yet makes no deep impression on him. . 

The economic and political situation in Europe will re
main precarious and normal economic development through
out the world will be impeded as long as the relations between 



THE NETHERLANDS 223 

the state finances on both sides of the Ocean remain sub
stantially what they are now. The citizens of my country 
are not directly interested in the question of war debts and/ 
reparations, but they feel the unfavorable effects of the 
situation with almost as great force as do the countries 
directly concerned. 

The feeling that in order to save itself from ultimate break
down Europe must unite is widespread, but the chances of 
bringing about an Economic Federation of Europe are nil as 
long as no genuine agreement is made between Germany 
and France settling definitely all differences which now keep 
them apart. Some authorities feel that the problem of dis. 
armament must be solved first, but in my opinion no satis. 
factory progress can be made in that field so long as the 
burden of reparations, which is perhaps more psychological 
than economic, presses on Germany and gives strength and 
popularity to the extremist parties. 

Under these circumstances, it is not necessary to worry 
concerning the manner in which Pan-Europe would have to 
be organized. Consideration of problems of sovereignty and 
customs policy toward other continents and toward Great 
Britain, which in all probability will not join an European 
Economic Federation, may be postponed to a later date. 
Many advocates of Pan-Europe recommend inter-European 
free trade and tariffs against agricultural and industrial im
ports from other regions. In this manner three antagonistic 
groups would be formed-Europe without Great Britain 
and Russia; America, whether or not divided into North and 
South, and the British Empire-with the result that the 
Asiatic countries might be forced to combine and form a 
fourth group. Russia would play an important role in that 
constellation. 

Some proponents of the Pan-Europe idea think of it not in 
terms of inter-European free trade but in terms of cartelliza
tion. That idea has few supporters in this country. The 
purpose of cartellization is to eliminate ruinous competition 
and to stabilize prices and production nationally and inter
nationally. If cartel control does not unfavorably affect 
producers and consumers, it is a welcome industrial policy. 
Some cartel advocates claim that cartel agreements often 
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render im~ort duties superfluous. This view, however, can 
hardly be justified on the basis of practical experience. Car
tels are in many cases children of protection, which had 
brought about a state of overproduction, forcing the com
peting enterprises to adopt methods of regulating production 
and distribution. The success of such regulation frequently 
depends on a certain amount of tariff protection. Further
more, the consumer is not always benefited. Whatever may 
be said in favor of cartel control, its chief purpose is to make 
possible the greatest profit to industry and not the lowest 
possible price to consumers. It must also be remembered 
that cartel control can be applied to only a limited number of 
important commodities and that production and distribution 
of hundreds and thousands of articles, including most agri
cultural products, cannot be controlled by means of cartel
lization. Finally, an all-inclusive application of the cartel 
system cannot be conceived except under the control of 
parliaments. It would inevitably involve increased state 
interference and international supervision of industry and 
trade, centralized in Geneva or elsewhere, which would mean 
the transition to a system of production and distribution 
worse in its operation than private capitalism. 

In spite of all these difficulties, the Pan-Europe idea has a 
logical and natural foundation. Europe must unite in order 
not to suffer far more than it does, and European unity on 
liberal principles would be of greatest benefit to world con
ditions. The pivot of the structure has to be untroubled re
lations between France and Germany, without which nothing 
lasting can be achieved. 
Amsterdam 
January, 1~31 



THE ECONOMIC SITUATION IN SWITZERlAND 
IN 19301 

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

THE foreigner who enters Switzerland is impressed first 
of all by the natural beauties of the country. Ranges of 
mountains with high peaks covered with eternal snows, 

streams of fresh, clear water, rivers which, springing from 
their sources at the foot of the Alps, empty some in the 
Mediterranean basin, others in the North Sea; numerous 
lakes with shores covered by delightful cities, fields inten-

. sively cultivated, prepossessing and prosperous towns, vil
lages surrounded by orchards, forests covering with their 
mantle the tops of small valleys or the slopes of precipitous 
mountains, tiered vineyards on the edges of the lakes or at 
the sides of the valleys-all this creates a rustic scene most 
impressive in effect. 

As the tourist goes further and further into the country 
he discovers an increasing number of particular features. 
He ascertains that the roads are well taken care of, facilitating 
more and more rapid travel by automobile; that the railroads 
are run by electricity, on account of which they have gained 
in speed, cleanliness, and comfort; that the public services, 
mail, tele_graph, telephone, and buses, operate in irreproach
able fashion. In the country, splendid herds graze in the 
fields; the land is worked with fine care; the villages, where 
cleanliness and flower gardens are highly valued, display 
well-constructed houses, screening stables where are housed 
the cattle used for breeding or destined for the production 
of milk. In the most important of these villages a structure 
attracts notice by its half-rural, half-industrial appearance: 
it is the local dairy to which the peasants daily bring the 
milk which will be converted into cheese and butter or be 
condensed. And here one puts a finger on one of the chief 

1 Translated by the National Industrial Conference Board. 
16 225 
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factors in the Swiss economic life-the production of cheese, 
which plays an important r8le in exports of manufactures. 

As for the Swiss cities, they gain distinction by their 
progressive manner which is apparent at every step-avenues 
and streets bituminated or smoothly paved; great buildings 
devoted to banks, public administration, religion, business, 
or hostelry; fronts of stores, shining and splendid; electric 
lighting, bright and abundant. Numerous modern garages 
offer shelter for motor vehicles; places of amusement abound 
and compete in elegance. One has the impression that in 
these centers trade, finance, and hotel industry are prospering. 

In the course of his wanderings the visitor encounters in 
Switzerland large manufacturing plants where metals are 
worked, machinery built, silk, wool, and cotton, embroidery 
and lace made, watches put together, food products manu
factured, chemical substances formed, dyes prepared, shoes 
cobbled, straw braided, and a multitude of articles made for 
the use of the domestic market and especially for export. It 
is there that one sees the production of the industrial nation 
which is by degrees placing itself beside, but not eliminating, 
the originally rustic population of Switzerland. 

Lastly, the high mountains and glaciers of the Alps are no 
longer only objects of admiration; the abundant waters 
that come from them are caught, diverted into canals, and 
conducted to great works for the production of electric 
power. One can even say that it is there that this country, 
poor in subsoil resources, finds its most secure and lasting 
wealth, electricity with so many uses freeing transportation 
companies from dependence on foreign fuel and even lending 
itself to exportation to neighboring countries insufficiently 
endowed with the means of production of electricity. 

Thus undertaken, a trip into Switzerland gives the picture 
of a well-balanced country dedicating its powers to the 
development of a comfortable agriculture, a flourishing trade, 
an intelligent industry, and a prudent finance, all about to 
lead to a state of general prosperity which is expressed in the 
high standard of life of a well-informed and hard-working 
people. In normal times this fancy is a reality. Unfor
tunately, Switzerland is sheltered no more than other coun
tries from the shocks that disturb the world economy, and 
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the picture during the second half of the year 1930 that is 
about to be sketched proves to be decidedly gloomy. The 
general crisis gradually affected this country and inflicted/ 
upon it some heavy ordeals. Agriculture, in its difficulties, 
begs the assistance of the State; trade and manufacturing 
droop; the hotel business is in danger; and the banking 
business, assisted at the beginning of the year by a great 
inflow of capital from abroad, shows signs of weakening. 
The scourge of unemployment, forgotten since the years 
1921-23, has reappeared. The public finances, however, and 
those great industries under the control of the state continue 
in a satisfactory position. 

Such are the conclusions to which one comes if one reviews 
the chief spheres of activity of the Swiss people: agriculture, 
trade and manufacturing, and finances. 

AGRICULTURE 

The difficult position of agriculture can be understood 
clearly from the following figures: In 1929 the gross returns 
of agriculture, the value of products sold to others or con
sumed by the farmers themselves, reached 1,489 million 
francs. In 1930 this value amounted to only 1,385 million 
francs, showing a decrease of 104 million ,francs as compared 
with 1929. 

This decline is attributed 1irst of all to the decrease in the 
price of milk and to the bad weather which spoiled the 
growth of vegetables and fruits. For the milk industry 
alone a decrease from 544 million to 492 million francs is 
estimated. As for the production of fruits, its yield reached 
last year only 35% of the yield in an average year. On the 
other hand, the production of beef for slaughter, and in a 
certain measure of pork, showed a slight increase. The net 
yield of agriculture, or the interest on the total of capital 
invested in agriculture, which amounted to about 37f% on 
the average for the pre-war period 1906-13, and which 
reached 3.6% for 1929, declined to only 27f% for the year 
1930. It is estimated that the mass of Swiss agricultural 
enterprises is burdened with an average debt that is equiva
lent to half of their actual capital. In proportion to the size 
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of their land holdings, it is the small farmers who are most 
heavily burdened. Among them is found the largest number 
of enterprises burdened to more than 60% of their actual 
capital. In reality 14% of the enterprises are not in debt; 
26% have only a small indebtedness; 30% have an average 
indebtedness; the rest, 30%, show a very heavy indebtedness. 

The difficulties of agriculture are due to excessive produc
tion of milk in relation to a general decline in the exportation 
of milk products. Exports of these products are shown in the 
accompanying table. 

ExPORTS or MILK PRoDUCTS 
In quintals 

Product 1929 

Hard paste cheese ..•••.•.•...•...•• , ......•.... 248,205 
Cheese in boxes •••••..•..••••••.•.•••••••••• , •. 54,097 
Condensed milk .••••..••..•.•.•.•.•.•.....•..•. 355,957 

Total dairy products .•.•...••.•••..•.•••.•• , .. 658,259 

Decrease in 1930 ............................. .. 

1930 

235,891 
51,860 

329,574 

617,335 

40,924 

This decrease in exports was accompanied by a decline in 
the sales price of the merchandise from 238 francs to 214 
francs a quintal for cheese, and from 22 francs to 20 francs a 
quintal for fresh milk. 

The climatic conditions of the country make it necessary 
for its agriculture to devote itself to a very large extent to 
the production of milk. But it seems that this has been 
carried too far. In 1906, at the time when the central 
organization of milk producers was founded, there were in 
Switzerland 785,950 cows. It was already a record figure 
in comparison with the past. Today there are nearly 870,000 
cows, or about 100,000 more. The average yield per cow 
then was 2,730 kilograms per year. It is today 3,000 kilo
grams, thanks to improvement in breeding. The total pro
duction of milk increased from 21 million quintals in 1906 to 
26 million quintals in 1930. This overproduction is explained 
by the attraction that the price guaranteed by the organiza
tion of milk producers and its buying and selling agency has 
for the farmer. The peasant needs fixed revenues to pay his 
interest and his constant expenditures. The great disad-
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vantage is that the same situation is found abroad and 
contributes to the weakening of the power of exportation. 
On the other hand, the price guaranteed by the producers'/ 
organization, having gone above the sales price of cheese, 
has brought about an exhaustion of the reserves of the 
organization, and the latter then appealed to the Confedera
tion to obtain new subsidies permitting it to continue its 
activities. In order to come to its aid, the Confederation 
granted in the spring of 1930, first a credit of 3.5 million 
francs, then in the fall of 1930 another payment of 5 million 
francs. At the same time the import duty on foreign butter 
was raised to 1.20 francs per kilogram in order to aid the 
domestic butter producers in competition with butter im
ported from abroad, but this does not prevent the entrance 
into Switzerland of 800 wagons of butter coming from abroad, 
chieAy from Denmark. And yet the Confederation still 
spends 600,000 francs per month to encourage the trans
formation of milk into butter. One sees by these figures that 
the State makes considerable sacrifices to assure the main
tenance of a strong peasant class. 

It makes them, furthermore, by paying the domestic pro
ducer of wheat 41.50 francs a quintal, although the world 
price of this grain declined to 24 francs at the end of 1930. 

These diverse financial measures ease the situation, but 
do not solve the agricultural problem. It is believed that 
the farmer must himself make a serious effort to improve his 
products, especially cheese and butter, to regain at home as 
well as abroad the superiority that has been lost. There is 
too much cheese which from the point of view of quality 
leaves much to be desired. Merchandise of second or third 
grade not only cannot be sent across the frontier, but must be 
sold at a loss in this country. That is why a movement has 
appeared among the legislators to secure by legal means a 
better control over the production and sale of milk and its 
derivatives. It will not be sufficient merely to imitate 
Denmark, which has organized an official control over ex
ported butter and which is one of the causes of its success. It 
must, however, be noticed that certain manufacturers in the 
dairying branch have themselves taken steps to improve the 
quality of the fresh milk consigned to condenseries or of the 
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cheese manufactured. On the other hand the associations 
for the production of cheese have already introduced in their 
own right a system of control which applies to the feeding 
and keeping of cattle as well as to the handling of milk and 
to the manufacturing of dairy products. The good results 
became quickly apparent. But this method of procedure 
includes only a small number of producers, and one would 
like to see it spread further. In the meantime and seeing 
that the problem will not be solved by legislative methods, 
only one method remains, that is to persuade the producers 
that their whole interest lies in the furnishing of products 
irreproachable in quality. 

TRADE AND INDUSTRY 

The crisis of business, which made itself felt already at 
the end of June, 1930, in a decline of 23 million francs in 
the value of imports and 90 million francs in that of exports, 
was greatly aggravated during the rest of the year. It caused 
a decrease of more than 100 million francs in imports of 
merchandise into Switzerland and of over 300 million francs 
in exports, as is shown in the accompanying table. 

VALUE oF FoREIGN TRADE 

In francs 
Imports in 1929 .•••••• , , •.•• , .•.•.•• 2,782,851,968 
Imports in 1930 .•• , ••••••• ,,,,.,.,,. 2,664,201,621 

Decrease in 1930., ••• , •• ,.,,.,.,,, 119,650,347 
Exports in 1929 ..................... 2,104,454,622 
Exports in 19.30 •••••••••• ,,,.,., •••• 1,767,501,594 

Decrease in 1930, ••• , • • • • • • • • • . • • • 336,983,028 

The excess of imports over exports in 1930 was 895,700,027 
francs, the highest figure recorded for a great number of 
years. This deficit must be made up by tourist proceeds, 
by insurance transactions, by banks and by international 
finance. 

The accompanying table shows the decline in the value of 
imports and exports of principal commodities. 
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VALUE OF PRINCIPAL IMPORTS 

Commodit)' 

Grains .•..•.••....••..••..•••..••. •••·••. 
Colonial commodities .•••••.•.••••..•••••.. 
Beverages ............................... . 
Seeds, plants, etc. .•••.••.•...•.•.•.•.••••. 
Wood ................................... . 
Cotton .••••.•••..••••.•••.•..••••.•.••••. 
Silk .•••••.••••••••..••..•••.•••••••.•.••. 
Wool. .•••••••••••••••••••..••••••••••••. 
Mineral substances ....................... . 
Iron .................................... . 
Copper .................................. . 
Pewter .................................. . 
Machinery ... , ....•.•...••••••.•.••••.••. 
Vehicles-automobiles, etc. .. , .....•.•.••••. 
Pharmaceuticals and drugs .••••••••.••••••• 
Chemical products .•.••••••• , .•••••••••••.. 
Dyes ................................... . 

In Millioll Frana 

1929 1930 

259 
121 
71 
80 
85 

162 
168 
138 
185 
169 
63 
13 

106 
83 
23 

119 
20 

224 
100 
68 
66 
81 

123 
132 
127 
173 
168 
57 
10 
98 
77 
18 

115 
19 

231 

Switzerland imported a smaller quantity even of those 
foodstuffs which it must buy abroad on account of insuf
ficient domestic production. In addition imports of raw 
materials utilized by the textile, machinery, and chemical 
industries declined considerably, indicating lower activity in 
these industries, which will see their ability to export de
creased in corresponding manner. Automobile imports also 
show the effect of lower trade. It is estimated that there is 
in Switzerland one automobile to 59 inhabitants, as com
pared with 1 to 5 in the United States, 1 to 8 in Canada, 1 to 
32 in France, and 1 to 97 in Germany. 

Imports of food products of animal origin remained un
changed at 124 million francs; of fertilizers, at 14 million 
francs; of books and magazines, at 19 million francs; of 
flax, hemp, and jute, at 33 million francs; of instruments and 
apparatus, at 60 million francs. 

The only imports that increased were those of fruits and 
vegetables, 104 million francs against 90 million francs, as a 
result of poor harvests; of animals, 44 million francs agains.t 
13 million francs, principally of cattle for slaughter; of India
rubber, 37 million francs against 36 million francs; of glass, 
24 million francs against 23 million francs; of aluminum, 6 
million francs against 3 million francs; of precious metals, 
not money, 152 million francs against 129 million francs; of 
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hides and skins, 88 million francs against 82 million francs. 
Imports of tallow and oil and tobacco also increased. 

VALUE or PRINCIPAL ExPORTS 

In Million Francs 
Commodity 

Fruits and vegetables.,, .••. , .............•••.....•.. 
Colonial commodities, cocoa, chocolate, etc., ••...... , .. 
Foods of animal origin, condensed milk, cheese, etc ...... . 
Hides and leather, shoes ..•..........•............... 
Cotton and cotton cloth .•......•. , ..... , , ..... , , , .... 
Manufactured silk .••.•.•.•.•...............•.....•.. 
Manufactured wool. •••.•..•..•.....••. , . , •.•.....•.. 
Confections .• , •••••••••.•..................•....•.. 
Wrought iron •• ,., ••• ,,,, •...•.•.....•.•...•..•..... 
Wrought copper. , •••• , .••................•••... , .•.. 
Aluminum .•..••••••.•...•.........••..•..••••.•.••. 
Precious metals, not money .......................... . 
Machinery ........................................ . 
Clocks .•.•••............•..•..••....•.....•.....•.. 
Instruments and apparatus .. , . , , •...•• , ••..• , ... , .• , . 
Pharmaceuticals and drugs .••..••....••.•.•.•.•...•.. 
Chemical products ................ · .................. . 
Dyes .........•......•............................. 

1929 

10 
28 

149 
70 

234 
297 

51 
59 
55 
40 
55 
44 

241 
307 

68 
53 
36 
85 

1930 

2 
24 

131 
60 

136 
242 
43 
45 
44 
29 
43 
30 

223 
233 

67 
49 
33 
73 

The value of exports of hooks and magazines, of braided 
straw, of mineral substances, of vehicles, automobiles and 
airplanes was higher in 1930 than a year ago. 

The most seriously affected by the decline of business are 
the textile industries, especially those of silk and embroidery, 
which met an obstacle in the increased import duties in the 
United States and Canada. The same situation exists in 
the shoe industry, which struggles at the same time against 
protective tariffs abroad and an invasion of the Swiss market 
by foreign competition. The foundries and machinery con
struction worked normally until the month of August, when 
they suffered from the decrease of orders caused by the 
postponement of projected work and the decline of prices 
favoring competition. 

But it is especially in the clock making industry that the 
crisis was felt with severity; its figure of foreign business 
declined 74 million francs, or 31%, as compared with a year 
ago. This industry felt, on the one hand, the effect of the 
world economic crisis and, on the other, the effect of new 
protective tariffs in the United States and Canada. One 
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can get an idea of the terrible blow dealt the clock industry 
by the customs policy of the United States from ascertaining 
that this great market, which in 1929 imported the large 
number of 5,026,220 clocks, imported only 2,276,(JJ7 clocks 
in 1930. This situation produced increasing unemployment; 
the factories being unable as a general rule either to keep all 
their personnel or to continue to work on the normal time 
schedule. 

The total foreign trade of Switzerland with the United 
States of America has decreased during the last ten years, as 
shown in the accompanying table. 

SWISS-AMERICAN TRADE 

In million francs 

Year 

1920, ••••••.•••••••••••••••••••.. 
1921 ••••••••••••••••••••••••••••• 
1922 ............................ . 
1923 ............................ . 
1924 .••••••.•••.••••••••••••••••• 
1925 ............................ . 
1926 .••••••••••••••••••••••••••.. 
1927 ..•.•.....•.•••...••••••.•••. 
1928 .••••.•••.•••••••••.••••••••. 
1929 .•..••••.•..•.•.......•...... 
1930 ............................ . 

lmporta from the United 
Statea into Switzerland 

864 
385 
190 
117 
206 
227 
187 
220 
243 
291 
204 

[xporu of Switzerland 
to the United Sutea 

283 
585 
215 
209 
205 
191 
201 
209 
195 
207 
144 

During the last ten years the figure of Swiss exports to the 
United States has never been so low as in 1930. That year 
Switzerland bought from the United States (fJ million francs 
more than she sold to it. Doubtless the results of the years 
1920 and 1930 were warped by the abnormal prices then and 
by the unusual movement of gold, but stabilization seems to 
be taking place around a figure of 200 million francs a year, 
and the difference of about (fJ million francs, while it means 
nothing to the American market, represents for Switzerland 
a loss which affects its population painfully. It is greatly to 
be hoped that an amendment of the tariff of the great 
American republic will re-establish a better current of 
business between her and the Swiss republic. 

In order of importance the principal countries buying from 
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and selling to Switzerland in 1930 are shown in the following 
table. 

GEOGRAPHIC DisTRIBUTION or FoREIGN TRADE 

Selling Countries 
In Mil· 

lion 
Francs 

1. Germany. . . . . . . . . • . . . . . . 709 
2. France . .. . . .. .. .. . .. .. .. 451 
3. Great Britain............. 231 
4. United States.. .. .. . .. . . . 204 
5. Italy. . . . . . . . . . . . . . . . . . . . 185 
6. Belgium.. .. .. . . .. . . . . .. . 84 
7. Czechoslovakia........... 79 
8. Argentina................ 73 
9. Canada. . . . . . . . . . . . . . . . . . 70 

10. Low Countries............ 59 
11. Austria.. . .. .. .. . . .. .. .. . 50 
12. Hungary................. 41 
13. Spain.................... 37 
14. Egypt................... 35 
15. British India............. 33 
16. Poland.................. 31 
17. Australia................ 22 
18. Denmark................ 20 
19. Rumania....... .. .. .. . .. 20 
20. Brazil.. .. . . .. .. .. .. . .. . . 18 

Buying Countries 
lnMiJ.. 

lion 
Franca 

1. Germany. . . . . . . . . . . . . . • . 282 
2. Great Britain............ 262 
3. France................. 183 
4. United States............ 144 
5. Italy.. .. .. .. .. . .. .. .. .. 120 
6. Low Countries.. .. .. . .. .. 62 
7. Belgium................ 54 
8. Austria................. 54 
9. Czechoslovakia.......... 49 

10. Spain.,................. 47 
11. Japan................... 33 
12. Sweden................. 32 
13. Argentina............... 32 
14. China................... 29 
15. Canada.,............... 28 
16. Poland.................. 28 
17. British India............ 24 
18. Australia................ 22 
19. Denmark................ 22 
20. Rumania................ 16 

With reference to 1929 this table shows the following 
changes of position: among the selling countries, Great 
Britain rose from fifth to third place, the United States 
changed from third to fourth place, and Italy from fourth 
to fifth. Among the buying countries, the third place is 
again occupied by France, and the United States passes 
from third to fourth place. All the buyer countries decreased 
their imports from Switzerland with the exception of Sweden, 
whose purchases increased from 31 million francs in 1929 to 
32 million francs in 1930; China, from 28 million francs to 
29 milliQn francs; and Denmark, from 19 million francs to 
22 million francs. 

As for the hotel business, the figure for which does not 
appear in the official statistics, it is estimated that the 
decrease of arrivals was from 5% to 10% and that its yield 
was about 20% lower during the summer of 1930 than in 
the summer of 1929. 

All these circumstances have influenced the labor market 
unfavorably. Although in 1929 one could boast of the 
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smallest number of unemployed, only 8,000, since the year 
1922, when the number was 70,000 persons without work, 
this number has again increased to 20,000 in 1930. This 
creates a painful situation for the Swiss economy which fills 
the public with real concern. / 

In March, in the second fortnight of the month, an 
economic conference called together by the Department of 
Public Economy will be held in the federal palace. It will 
unite representatives of the great employers' associations of 
industry, trade, agriculture, crafts, as well as the delegates 
of the labor organizations. 

The conference will probably last two days. Its program 
is fixed within wide limits. First, there will be a discussion 
of foreign and domestic tariff policies. Then the problem of 
encouraging of exports will be discussed and the proper 
means of increasing the quantity of manufactured goods or 
products sent abroad. Finally, the important problems of 
agriculture that are really the order of the day will be con
sidered, and the question will be raised of inserting an article 
in the Constitution relating to the economic policy of the 
Confederation, a subject which has already been discussed 
on many occasions in the Chambers. 

On the success and the results of this meeting depends 
the decision of calling together other conferences at more or 
less regular intervals. 

FINANCES 

The financial situation of Switzerland, compared with 
that of the majority of European countries and of the rest 
of the world, is on the whole satisfactory. Its money is 
sound. The Swiss franc is one of the most stable monetary 
units and one of the best guaranteed. The credit of Switzer
land is irreproachable at home as well as abroad. The 
foreign debt is insignificant; financial scandals and crashes 
are unknown. l\Ioreover, foreign investments and credits 
held by capitalists and Swiss houses are very important. 
They constitute, with the contribution of the tourist trade, 
one of the weightiest assets of the commercial balance. 

The revenues of the Confederation come from the following 
sources: 
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In Million Francs 
Yield of investments and real estate. . . . . . . . • . . . . . . . 28 
Customs duties .................................. 255 
Taxes on tobacco .•... ,........................... 22 
Stamp duties.................................... 81 
Fines ............................ ,.............. 5 
Mail, telegraph, telephone ......................... · 12 
Other receipts.................................... 10 

One sees immediately that the principal sources of revenue 
consist in import duties, which play in some cases a protective 
role but have the serious disadvantage of maintaining a high 
cost of living in Switzerland. Next come such levies as 
stamp duties, duties on security transactions; in this regard 
there is a complaint against the high level of these taxes 
because they hinder the role of international banker and 
cause many transactions in bonds to pass through other 
channels than those of Switzerland. The taxes on gasoline, 
30 million francs, and tobacco, 22 million francs, were levied 
in view of special charges, the maintenance of roads and 
financing of social insurance. These social charges, which will 
impose upon the state a new annual outlay of 80 milliom 
francs, were received with mixed feelings; in many circles it 
was believed that it would draw the state and the leaders of 
business into serious financial difficulties capable of affecting 
unfavorably the national economy and the social policy of 
the country. Finally, the yield of postal and other taxes 
amounting to about 12 million francs, incites the trader, the 
banker and the merchant to demand a revision of these 
taxes, the burden of which is considered too heavy. 

These receipts, surpassing 400 million francs, cover the 
expenditures caused by debt service, about 120 million 
francs; the salaries of federal employees, 60 million francs; 
the subsidies to agriculture, to the schools, to cantons, and 
to public utility services, about 90 million francs; national 
defense, about 90 million francs; and various other ex
penditures of 40 million francs. 

On these bases the accounts of the Confederation pro
duced a surplus of 23 million francs in 1928,23 million francs 
also in 1929, and some hundred thousand francs in 1930, 
following the post-war years of deficits. 

The deficit of the Confederation, which amounted at the 
end of 1925 to 1.5 billion francs, must be amortized in forty 
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years, that is to say by 1966, through the establishment of an 
initial reserve levied on the returns from the war tax and the 
writing in the budget of an annual sum for amortization equal 
to 5% of the amortized capital. Up to the present this plan 
of amortization has functioned and still functions normallr-

The public finances of Switzerland are then well balanced. 
But the industrial crisis, the results of unemployment, 
which in 1922-23 cost the Confederation 150 million francs, 
and the impossibility of creating new sources of revenue 
impose upon the state the absolute necessity of decreasing 
its future expenditures in order to keep its good financial 
reputation. 

The Swiss franc remains as in 1929 below par. Toward 
the end of the year 100 Swiss francs were worth: 

I 
lo p.;, I h """ lin Ammrdam In New York 

Par ............... 492.50 francs 81.15 Marks 48.12 florins $19.36 
Actual. . . . . . . . . . . . 492.48 francs 81.00 Marks 48.03 florins 19.29 

The pound sterling was quoted at 25.07 francs against a 
par value of 25.22 francs. The gold coverage of Swiss 
banknotes reached 69.42%, as against 61.9% at the end of 
1929. The official rate of discount is 2.5%, or the lowest in 
the world, and the same as in Paris, Brussels, and New York. 

The activity recorded on the market capital has been 
very considerable, bond issues particularly being much 
higher than in former years. Very liquid throughout the 
year, the market has been able to absorb the following 
amount of security issues: 

lo MiUioo F raoe~ 

1930 

Stocks................................ 23 

1929 

431 
573 Bonds................................ 1,551 

1----~---1----------Stocks and bonds.................... 1,574 1,004 

On the stock exchange the year 1930 was marked by a 
new decline in the prices of stocks. The index number of 
the Bourse for 109 stocks fell to 170 at the end of 1930, as 
against 182 at the end of 1929. The situation was entirely 
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different for securities with fixed returns; the transactions 
were lively; the bonds of Swiss states and cities changed 
hands at a rate which had not been achieved for a long time. 
Also the 3.5% bonds of federal railroads rose to 95.50, the 
highest point, as against 88.75 at the beginning of the year. 
The abundance of funds and the favor of the public, which 
was turned from stocks to invest in bonds, caused this 
abrupt upward movement. 

As for the federal railroads, the position of which influences 
the general economy of the country, they increased their 
accounts in 1930 with a bonus of some hundreds of thousands 
of francs. 

The Bank of International Settlements published its 
accounts on November 30, 1930, the date on which it closed 
its first half year of existence. Its total balance amounted 
to 1,876 million Swiss francs.. Fifty-six per cent of its assets, 
or 1,051 million francs, represents investments at a term 
not over three months, with a corresponding debit of 1,146 
million francs in deposits on short-term from central banks. 
On this amount 640 millions were levied in December, 1930, 
for payment of the debts of the Allied governments to the 
United States. The president of the Bank of International 
Settlements, M. G. W. McGarrah, of New York, has held 
in Switzerland and America some very interesting confer
ences on this institution. 

In summary, Switzerland, the financial situation of which 
is stable, entered in 1930 into an era of business depression 
which threatens to be prolonged and to become still worse. 
One can hope, however, that, as in the period 1921-23, its 
population will know how to resist adversity and surmount 
its present and future difficulties by its labor, its spirit of 
thrift, and a perfectly honest administration of its affairs, 
public and private. It must not, however, conceal from itself 
that the problem to solve is this: to produce, at low prices, 
articles of the first quality. But that is not at all reconcilable 
with the wish to have the highest pay, the most comfortable 
lodging, the shortest workday, and the most complete social 
legislation. Perhaps it will be necessary to make a sacrifice 
on one point or another in order to be successful in the field 
of international competition. 
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As conclusion to the present study one could cite here 
these words of a great French writer: 

"By its structure, by its history, Switzerland is the 
meeting place of nations. These different nations have/ 
created and realized a social state like that which the 
League of Nations wishes to establish in the world and 
the European Federation in Europe. During the cen. 
turies, peace is the mistress of Switzerland. Its genuine 
democratic government has given excellent results, 
social as well as political. It can be given as an example 
to the world. Thus its prolonged peace becomes a 
point of hope for a more extended peace, a world peace." 

Vevey 
January, 1931 



INTERNATIONAL INDUSTRIAL AGREEMENTS 

Report by Hon. Hipolit Gliwic, Chairman, Consolidated Katowice and 
Konigs..Laura Corporation, Warsaw 

INTERNATIONAL industrial agreements are one of the 
newest phenomena of the economic development of the 
world. One can trace some organizations of this type 

in the early 19th century, but the first universally known 
international cartels are the rail pool of 1884 and the spelter 
convention of 1885. 

Of course, corporations or companies on international lines 
have existed from time immemorial, but by no means could 
they be considered intern~tional cartels. There are many 
families, as for instance the Rothschild family, scattered all 
over Europe and sometimes all over the world in order to 
conduct business in different parts of it. One can easily 
observe the surprising expansion of many factories outside 
the country where they were founded. Such is for example 
the history of many electrical and chemical works started in 
Germany and of many huge mechanical factories founded 
in the United States or in the United Kingdom. Here the 
expansion is based on an internationally acknowledged 
patent. The same happens with some very valuable or 
scarce minerals, like boron, platinum, etc. 

All such organizations and firms animate and develop 
international relations, bring closer the commercial and in
dustrial circles of different countries, and promote a better 
and deeper mutual understanding. They lack, however, one 
characteristic mark: their coming into existence is rather 
casual; their creation is not subject to any common law. 

In order to establish the meaning and the strict definition 
of an international industrial agreement-it may be a syn~ 
dicate, a cartel, a trust, a combine, the external form does 
not interest me at this moment-we have to state that under 
this caption comes an agreement of at least two-some 
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economists insist even on three-industrial undertakings 
previously independently operated in different countries. 
We have to draw a line of distinction, and every temporary 
agreement for speculative purposes like the Secretan's 
Copper Pool must be excluded from our researches. 

It is not so easy to fix definitely the number of interna
tional industrial agreements. Before the War there existed 
approximately 120 of them. The War naturally put an end 
to the expansion of international cartelization and even 
destroyed many cartels then in existence. However, one of 
the first results of the Armistice was a strong movement 
towards a definite renewal of the development of this phe
nomenon. During the past years practically no month 
passed without the creation of an organization of this type. 

Taking for instance the years 1926-29, month by month, 
we obtain the following very interesting list: 

June, 1926 ................... European International Rail Makers' Association 
July, 1926 .................... The Glue Cartel 
August, 1926 ................. The Aluminium Agreement 
September, 1926 .............. International Steel Agreement 
October, 1926 ................ The Copper Convention 
November, 1926 .............. The Agreement of Rubber Tire Producers 
December, 1926 .............. The Union of Producers of Artificial Fertilizers 
December, 1926 ............... The Franco-German Potassium Syndicate 
February, 1927 ............... Agreement of Carbide Producers 
June, 1927 ................... The Ferrosilicium Syndicate 
June, 1927 ................... The Agreement of Thread Producers 
October, 1927 ................ Agreement of Nitrate Producers 
October, 1927 ................ Agreement of Silk Producers 
November, 1927 .............. The Bismuth Syndicate 
November, 1927 .............. The Wire Syndicate 
November, 1927 .............. The Pig Iron Convention 
December, 1927 .............. The Agreement of White Lead Producers 
December, 1927 ............... The Agreement of Dye Stuffs Producers 
January, 1928: ............... The Cement Producers' Agreement 
May, 1928 ................... The Zinc Producers' Agreement 
July, 1928 .................... The Agreement of Paper Producers 
July, 1928 .................... The Agreement of Metal Button Producers 
December, 1928 ............... The Agreement of Quicksilver Producers 
December, 1928 ............... The Raw Cork International Corporation 
April, 1929 ................... The World Tube Agreement 

It occurs to me also that there has been reached quite 
recently an Agreement of European Car Producers. 

Professor Notz mentions forty-six existing international 
cartels; the League of Nations draws a list of sixty-four 
organizations of that type. Both these lists are far from 
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being complete. The League of Nations' listing comprises 
the following branches of industry: 

Minerals, coal, metals. . . . . . . . . • • . • . . . . . . . . . . . • . . . . . . . . . . . . . 26 
Chemicals .•.•.•.•.•....••........•....••..........•. ,.,,. 19 
Transportation .................................•••...•.•.. 18 
Textile ..............................•...................• 15 
Chinaware and similar industries ..........•............. ,,.. 8 
Paper.................................................... 7 
Stone .~d building materials. .. .. .. .. .. .. .. .. .. .. . .. .. . .. .. . 6 
Electnclty. .. .. .. .. .. .. . . .. . . . • . . . . .. . . .. .. .. .. . . . . . . .. • .. 5 

We do not see here such agreements as the Ocean Con~ 
ferences, the Radio Agreements, the Egg Exporters' Cartel, 
and so on. All universally known international trusts, such 
as petroleum, tobacco, soap and fats, matches, etc., are also 
omitted. 

Some of those cartels cover large territories, and thus: 
The Tanners' Association 
The Glue Cartel 
The Vegetable Oils Cartel and L 
The Electric Lamps Syndicate 
The Mantles for Incandescent amps 
Superphosphates and } 
Silk 

includes factories in 20 countries 
" " " 17 " 

.. 15 

.. 12 

" 11 

each 

each 

Without mentioning other special articles we can state 
that: 

There is 1 international cartel having 10 partner-countries 
" are 3 " cartels " 9 " " 
.. " 3 " 8 .. .. 
.. .. 7 7 u 

u 4 6 u 

.. " 5 5 .. 
" 8 4 " 

" .. 11 3 .. 
.. .. 13 2 .. 

Geographically speaking, the international cartels cover 
practically all civilized manufacturing countries, and it is not 
difficulfto guess that the ranking country here is Germany, 
which, besides possessing 2,500 national syndicates, par
ticipates in 43 international cartels. Next come France and 
Great Britain, each taking part in 30 cartels; then Switzer
land, in 20; Belgium, in 16; Austria, in 14; Sweden, in 12; 
Poland, in 11; Czechoslovakia and Norway, in 8 each; and 
so on. 

It is of much more vital interest to establish a list of 
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articles in daily use that are covered by international cartels. 
Practically none of the products that go to the making of the 
things we see around us have escaped the fate of being 
internationally cartelized. It is well nigh impossible to draw 
up a full list of those products. The principal ones are:' 
cement, petroleum, matches, cotton, tobacco, margarine, 
soap, dyestuffs, magnesite, white lead, tyre, carbide, po
tassium, glue, vegetable oils, dynamite, bismuth, quinine, 
iodine, paper, buttons, cords, silk, velvet, linen, embroideries, 
eggs, artificial fertilizers, nitrate, steel wire, ferrosilicium, 
ferromanganese, tubes, rails, copper, zinc, cork, polished 
glass, and others. Despite its length the above list em
braces mass products and raw materials only. There still 
remain large numbers of articles which because of their very 
nature simply cannot be cartelized either nationally or inter
nationally. 

The problem is very broad, I should even say vast, and 
it is not surprising that the question whether international 
cartelization is favorable to the normal development of the 
world's economic life is only too often put forward. This 
question however is rather an obsolete one. Economic mat
ters are entirely strange to any teleological explanations as 
much as physics are. One may study with more or less 
pleasure, with lesser or greater success, such phenomena as 
rain, snow, storm and so on, but it would be entirely useless 
and needless to discuss their desirability or preach their 
annulment, as they are unavoidable and inevitable. 

Cartels in general and international cartels in particular 
may be convenient to some parties and injurious to others. 
They are, however, the logical, necessary, and natural result 
of the development of economic life and must be examined 
exclusively from this ontological point of view. 

The only country where cartels are prohibited by legisla
tion, outside of certain British Dominions, where industry 
is still in nucleus, is the United States of America, the actual 
cradle of trusts. This restricting and handicapping legisla,.. 
tion cannot yield good results. The industrial agreement, 
vanishing from the surface of economic life, is kept under
ground and disguised. And so the United States saw itself 
obliged to infringe upon this legislation by allowing the 
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establishment of certain export trade associations under the 
Webb-Pomerene Act and the Export Trade Act and by 
voting in 1922 the Capper-Volstead Act, which allows the 
consolidation of trade activities in agricultural products. 

In the purely economic sphere, which interests us mostly, 
the influence of international cartels and other similar 
organizations has let itself be felt rather distinctly. I have 
in mind three specific points: 

1. The relation between international cartels and the ten
dencies to rationalize industry, so much talked of at present; 

2. Their reaction with respect to the working classes; and 
3. Their influence on national customs tariff policy and 

international economic policy at large. 
Rationalization aims chiefly at obtaining a maximum re

sult with a minimum of effort. Looking from this point of 
view one cannot deny that the phenomena which accom
pany any agreement add very much to rationalization. 
Every more normal repartition of markets cuts out unnec
essary transportation, excessive financial charges, and the 
upkeep of useless stores. The above applies to national as 
well as to international agreements. 

It is only too natural that the closer associations, such as 
trusts, combines, concerns, and "lnteressengemeinschaften,, 
should consider rationalization one of their cardinal prob
lems. 

rhis applies chiefly to national industrial consolidations .. 
It would be a mistake, however, to draw the conclusion that 
international cartels cannot influence in the same way indus
try in different countries. The mutual exchange of patents, 
the common benefits of experience, the application of better 
methods will lead in any internationally organized cartel to 
the rationalization of the participating factories, mills, 
shops, plants, no matter in what country they are situated. 

The reverse side of every rationalization, painfully felt by 
the multitude of employees, consists of the bitter necessity 
of discharging many clerks and workmen. This necessity, 
sad though it is, in the case of cartels, being temporary, is 
greatly outweighed by the advantages of the huge econ
omies obtained and, in the long run, must be favorably 
accepted by the workers. Even if the cartel reduces in the 
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beginning the number of its employees, it guarantees at the 
same time to the rest more lasting work, steadier wages, and 
indeed a more promising future. 

In the case of international cartels and syndicates any 
dismissal or discharge administered by a foreign centraf 
office will be bitterly resented in any country as a provoca
tive and irritating encroachment instead of being considered 
an appeasing measure. 

For these reasons in purely international cartels a lockout 
happens extremely rarely, and the second of our three points 
does not apply practically to this case. 

In some quarters the belief was created that the chief 
meaning and most valuable importance of international in. 
dustrial agreements consists in the possibility of their grad
ually taking the place of commercial treaties and thus 
eliminating the difficult controversial and delicate problems 
of customs tariff barriers, which at present upset so greatly 
international economic opinion and just now absorb the 
attention of so many: governments. 

After having given a ripe consideration to this interesting 
subject I have to acknowledge that international cartels can 
in no possible way take the place of commercial treaties. 
The latter are applied to the widest sphere of public inter
national interests. The cartels, on the contrary, affect ex
clusively a rather narrow sphere of private international 
intercourse, being limited only to a certain number of 
articles. 

International cartels are of course an important step
perhaps the most important-from national toward world 
economy. But even so, one cannot be so bold as to forget 
that every international cartel has its roots in national 
economy. As paradoxical as such a statement may seem, it 
can be easily proved. It could for instance occur to a super
ficial observer that the very existence of an international 
cartel eliminates the necessity of protective duties in its line 
of industry. Reality disproves this, however. It must be 
held in mind that it is only by means of an adequate and 
proper national customs tariff policy that some industries in 
numerous underdeveloped countries are able to join the 
international cartels formed by other strong industries. 



246 WORLD ECONOMIC CONDITIONS 
t r 

Such is, for.:instance, the case of the World Tube Agreement, 
which has just been renewed for ten years. The protective 
policy can and even must be a necessary premise for the 
creation of an international cartel. More than that, let us 
admit for a moment-and it is not contrary to reality-that 
the very existence of some well balanced international cartel 
renders a customs duty entirely unnecessary. I cannot 
think, however, of a government bold enough to remove the 
duty. The risk of harming then the national industry is too 
obvious. 

Whereas an international cartel cannot replace the com
mercial treaty, the statement neither implies nor intimates 
that in certain cases at least more successful results can be 
reached by negotiating treaties with a simultaneous collab
oration of private interests aiming at an international cartel 
or syndicate. Thus the creation of the International Steel 
Cartel helped substantially in the negotiation of the Franco
German Commercial Treaty. The same thing occurred 
when in the course of Polish-German commercial negotia
tions the representatives of the Polish and the German iron, 
steel, and coal industries came to some understanding. It is 
obvious that in the sphere of international economic policy 
the mutual action of private businesses belonging to two con
tracting powers, although unable to replace the action of 
public authorities can, if properly applied, strengthen and 
corroborate the efforts of the latter. 

International cartels can never change the protective 
policy of a given country to a free trade policy, but in the 
countries of free trade they may successfully fill the place of 
customs protection, as proved by the remarkable example of 
some British industrial companies working independently in 
the home market but cartelized on international lines. 

One side of international syndicates calls for special atten
tion. Their partner.:; cannot turn to any court of law for pro
tection of their violated interests, neither can they lay their 
claims before any governing body in view of the entire lack of 
appropriate instances. The solution of misunderstandings 
arising from the application of the by-laws of an inter
national syndicate is a difficult task, since it can be accom
plished only by means of arbitration. Thus international 
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cartels become the most important protagonists of the system 
of conciliation and arbitration, this most modern and progres
sive form of international jurisdiction. 

For example, the World Tube Agreement prudently turn~ 
to the President of the International Chamber of Commerce 
and only failing him to the President of Bundesgericht in 
Bern as to an arbitrator and rejects emphatically the help of 
lawyers and notaries, thus expressing the . conviction that 
internal misunderstandings of international cartels ought to 
be decided only by means of applying the common good 
commercial habits. The same idea is unambiguously em
phasized in the Potassium Agreement, which propagates 
spontaneous free arbitration and turns for the selection of 
arbitrators, if not agreed to internally, to the President of 
the Hague World Court. 

In the World Rail Pool and in the Velvet Makers' Agree
ment there is no mention at all of arbitration, which fact 
makes these cartels true gentlemen's agreements. In the 
Dyestuffs Cartel and in the Polish Glass Syndicate any dis
agreement is left to the exclusive arbitration of all the 
members of these organizations. 

I shall not dwell any more on the problem of the control of 
international cartels and trusts. There appeared just now 
a League of Nations publication exhaustively dealing with 
this matter. I think that it is well nigh impossible to 
establish any effective control over an international indus
trial agreement. This does not mean at all, however, that 
the widest publicity is not to be given to the subject. The 
international cartels have to be exhaustively studied. The 
existing ones have to be registered, and the only place in 
my opinion where such an extensively difficult and delicate 
task can be performed is the League of Nations. 

For me personally, beyond any doubt the most important 
role of international industrial agreements lies somewhere 
else. The international cartel promotes effective collabora
tion between the representatives of different nations, creating 
a common aim; it imbues them with common ideas; slowly 
but surely in the everyday work it tends to found a modern, 
internationally universal and really solid basis for the perma
nent peace among nations. 
Warsaw 
November, 1930 



SOURCES OF CAPITAL SUPPLY IN CZECHO~ 
SLOVAKIA 

Report of Dr. Jaroslav Preiss, President, Zivnostenske Banky, Prague 

TI ascertain the sources of capital in a country means to 
allow the process of forming savings in all its diver

sities. The question dealt with is the effect of all 
those phases of economic activity in which monetary surplus, 
which has not been absorbed in the operation of enterprises 
or consumed in the private economic sphere, is accumulated. 

The question dealt with is the ascertaining of sources of 
capital that issues from the economic structure of the coun~ 
try as well as ascertaining their capacity. It will be possible 
to survey some of them· without great difficulty, which 
would rest in the nature of the thing, as, for example, d~ 
posits in financial institutions, which can he determined by 
figures. In ascertaining other capital sources, we refer only 
to mere estimates. Consequently, efforts to determine the 
figure representing the annual capital increase in the country 
are not dependable. It is necessary, therefore, to confine 
ourselves to estimates of the relative significance of individual 
sources, which will he specified, the more so since pertinent 
data for last year are not available. 

On the basis of material supplied by the State Statistical 
Office, an effort was made to compute the savings accumu
lated in 1927, namely, a sum of approximately 8,500 mil~ 
lion crowns, the total national income being approximately 
90,000 million crowns. 

In this compilation, the increase of savings accumulated in 
financial institutions, which we wish principally to discuss, 
forms more than one half. Capital thus originating may be 
considered as savings in the exact sense of the word, because 
they are entirely spontaneous and are not a means of attain
ing more remote financial gain, as in the case of private insur
ance, nor is their purpose to furnish profit on capital or a 
share in the profits of enterprises, as in the case of buying and 
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issuing of securities. Such cases at least are in the form 
of savings and may, therefore, be termed savings in the 
broader sense of the word, whereas payments for social 
public insurance are in the nature of compulsory payments, 
which are not savings on the part of the payer of social insur-' 
ance. As regards public insurance, it is considered as com
pulsory savings. 

Savings, accumulating in financial institutions and being 
chiefly in the form of book deposits, are not only the greatest 
source of capital formation but also its typical form in 
Czechoslovakia. Deposits on current accounts are not con
sidered as savings deposits, but are accepted by most of the 
financial institutions, since the movement of such money is 
connected with industrial and commercial operations, and 
also since from current accounts are made various payments, 
economically irrelevant, especially for transactions in se
curities. 

The attached table indicates the development of savings 
deposits at the individual groups of financial institutions. 
Shortly after the War, thanks to favorable exchange develop
ment, there was every opportunity for a healthy economic 
development in Czechoslovakia, which was then reflected, on 
the whole, in an equable formation of savings. 

As is known from Czechoslovakia's exchange develop
ment, through the merit of the first Minister of Finance, Dr. 
Ras1n, an independent exchange was inaugurated in the 
new territory during the first few months of the existence of 
the new state, thus preventing a similar fate befalling the 
Czechoslovak crown as befell the currencies of almost all 
neighboring and other countries, which were well on the way 
to complete depreciation. On the contrary, it was possible 
to effect a de facto stabilization of the Czechoslovak currency 
unit beginning in 1923 and declare it legal in 1925. While 
the neighboring countries were obliged to effect a nominal 
devaluation of the currency unit, the monetary unit in 
Czechoslovakia remained unchanged, thus maintaining 
continuity with pre-war development also as regards savings 
in financial institutions. The fact that savings deposits 
in Czechoslovakia nominally remained untouched and were 
entirely dissolved elsewhere by the existing exchange disso-



DEPOSITS IN C:REDIT INSTITUTIONS, 1919-1929 
Joint Stock 

Joint Stock 
District 

Increase 
Per~entage 

Banks in Provincial Agricultural Credit and Credit Increase 
Year Bohemia, Credit Banks in Savings Saving• and Savings C(H)perative Total Over Over 

Moravia1 Institution• Slovakia and Banks Credit Associations Associations Preceding Preceding 
and Siles1a Russinia Associations Year Year 

1919 .•••••••.•.•••.. 1,224.1 43.6 1,137.1 5,326.3 829.2 2,387.7 1,346.5 12,294.5 
2,798.8 2i.76 1920 .••••••••••••••. 2,222.0 64.5 1,401.5 5,886.6 1,019.2 2,898.6 1,600.7 15,093.1 

1921 .••••••••••••••. 4,000.8 157.3 1,923.3 7,406.6 1,491.7 4,317.7 2,292.7 21,589.8 6,496.7 43.04 
1922 .•••.••.••••••.. 5,802.1 259.5 2,082.1 8,636.4 1,712.5 5,202.1 2,649.8 26,344.5 4,754.7 22.02 
1923 ..••••••••.••••. 5,751.7 580.7 2,088.7 10,260.0 1,908.7 5,871.9 2,924.5 29,386.2 3,041.7 11.54 
1924 .•••••.•••.••••. 6,587.2 708.2 2,215.0 11,058.6 2,175.3 6,665.0 3,327.8 32,737.1 3,350.9 11.40 
1925 .••••••••••••••. 7,338.0 820.4 2,317.9 11,871.9 2,405.2 7,344.7 3,616.2 35,704.3 2,967.2 9.06 
1926 .••••••••••••••. 8,022.4 955.8 2,358.2 12,944.3 2,675.9 8,194.6 3,876.3 39,027.5 3,323.2 9.31 
1927 ...•••••.••••••. 8,154.3 1,037.8 2,660.6 14,239.2 3,010.8 9,182.9 4,151.7 42,437.3 3,409.8 8.74 
1928 ................ 8,322.0 1,058.8 2,855.3 15,393.2 3,313.9 10,246.8 4,538.4 45,728.4 3,291.1 7.76 
1929 .......•.•...... 10,129.8 .. 3,027.7 17,974.9 3,446.8 10,834.3 4,708.2 50,121.7 4,393.3 9.61 
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lution was the foundation for a rapid renewal of con
fidence in the exchange unit and thereby the beginning of a 
new expansion in effecting savings, which may be traced 
throughout the ten years elapsing since the critical post-war, 
period. 

In order to characterize the individual groups of financial 
institutions indicated in the table, it appears feasible, from 
the point of view of savings accumulation, to mention their 
legal structure as well. In the financial organization of the 
Czechoslovak Republic it is necessary to distinguish pri
marily the groups of institutions forming joint stock com
panies. The table mentioned shows such joint stock banks 
in Bohemia, Moravia, and Silesia, and further joint stock 
financial institutions in Slovakia and Russinia; these, how
ever, being comparatively small scale and having a purely 
local significance, are rather in the nature of credit and sav
ings associations. A special position is occupied by four 
financial institutions of a semi-public nature, which devote 
themselves to the granting of long-term credits. One of 
these institutions particularly holds a place of prominence 
due to its proportions, and has developed, so far as purely 
savings deposits, especially of larger sums, are concerned, 
into an exceptionally important center. 

Savings banks form the next group. These, with the 
exception of two large institutions that are in the nature of 
societies formed in accordance with the civil law, are muni
cipal institutions, their deposits enjoying municipal guaran
tee. Their organization is based on a special law. Savings 
banks are organizations corresponding to similar institutions 
in foreign countries, which originated from the idea of educa
tion to save and as such were of a popular-educational nature; 
however, to all other groups of financial institutions the 
collection of savings is, primarily, a means to an end, that 
being the granting of credits. District agricultural savings 
and credit associations comprise the next group of institu
tions which, by their structure, are organically connected 
with some public legislative corporation and for their de
posits enjoy partial or entire guarantee of self-administrative 
territorial corporations. There remain various categories of 
people's credit institutions on theca-operative basis, both in 
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the form of credit associations. acc;ording to· the Schulze
Delitsch system and in the form of C()..operative credit ass().. 
ciations based on the Raiffeisen system. Particularly these 
C()..operative associations penetrate to the smallest country 
towns, while other people's financial institutions, such as 
savings banks and credit and savings associations, seek their 
contact with the country by the aid of branch houses and 
deposit-collecting offices. Even to small towns they are fol
lowed by branch banks, the headquarters of which-espe
cially in the historical provinces-are otherwise located in 
the largest cities. The headquarters of the great majority 
of these commercial banks are in Prague. 

Savings deposits in joint stock banks, which by law are 
obliged to request a higher amount as minimum deposit, 
there being no limit in this respect for people's institutions, 
are of a considerably different nature from deposits in other 
institutions. In large part, the deposits concerned are those 
that in other countries, especially where banks are not in a 
position to accept book deposits, will be retained on a current 
account and placed in fixed interest-bearing securities. It is 
a characteristic of our banks to accept savings deposits, and 
in this respect, on the side of passive business, they differ 
from foreign banks. In this connection commercial banks 
by their functions and type of customers are not divided 
exactly from people's financial institutions, but, to a certain 
extent, compete with the latter in acquiring deposits. 

As is revealed in accompanying table, which is based on 
. material compiled by the State Statistical Office, the increase 
in deposits, which, in the last five years, averaged approxi
mately 8.9% annually, continued in an uninterrupted man
ner and with certain regularity. The higher increase in 
1929, a_ year of slackened economic activity, was especially 
noteworthy, while the years 1927 and 1928 displayed the 
smallest increases. 

Capital formed by the accumulation of these savings is 
employed in various ways, depending upon the nature of 
the group of financial institutions concerned. 

In studying the attached table it should be borne in 
mind that it is not quite complete in that it does not include 
individual smaller groups of people's financial institutions on 
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the co-operative basis, namely those that were organized in 
the last ten years in Slovakia and Russinia, which are not 
important and cannot be traced for a number of years. 

In connection with savings deposits in financial institu
tions, paid-in private life insurance premiums may be sped-~ 
fied as a further source of savings. This insurance in post
war years has been constantly increasing. Data for the first 
six years, 1919-1924, are incomplete and cannot be used for 
comparison with statistical data for later years. 

Paid-in insurance premiums reached the following sums: 

·Year 

1925 ..•••.•.•.•••.•.•...•.•••.. 
1926 .••••••.•...•.•.•••.•.•.••. 
1927 .••.•..••.•.•••••••••••••.. 
1928 .••...•.•••..••.••..•.•••.. 
1929 .......................... . 

Amount in Thou1and 
Crown• 

381,815 
418,343 
471,228 
564,450 
685,233 

lncreue in Thouund 
Crown~ 

36,528 
52,885 
93,222 

120,783 

Included in these figures are domestic insurance com
panies, both joint stock and mutual, and foreign insurance 
companies operating on the territory of Czechoslovakia. 

During the same years paid-in premiums in connection 
with insurance against damages, which may by considered 
in various ways from the point of view of capital formation, 
increased as follows: 

Year 

1925 .••••.•...•••.•...•.•.•.•.. 
1926 ............•.............. 
1927 .••.•...•.•.•••••.•.••••... 
1928 .•............•.....•.•.•.. 
1929 .......................... . 

Amount in Thousand 
CroWIII 

746,763 
774,649 
865,205 
950,268 

1,023,707 

lncreae in Thou1and 
Crown• 

27,886 
90,556 
85,063 
73,439 

Counting the increase of premiums in connection with 
insurance against damages as a source of capital, it cannot 
be considered as savings, as in the case of life insurance 
premiums, but as a sort of forming of reserve funds in the 
operation of enterprises. 

As a further source of capital should be considered capital 
issue activity in the broadest sense of the word. This in
cludes the issue of stocks, and similar forms of share par
ticipation in enterprises, and the issue of various obligations 
and mortgages at fixed interest rates. 
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The following statistics show the capital movements of 
joint stock companies and the capital of companies with 
limited liability engaged in industrial production, com
merce, and transportation: 

In million crowns 

Capital 
Capital of 

Year Increase 
Limited Increase+ 

Stock Liability Decrease-
Companies 

1919 .•........••.............. 2,532.7 447.0 
1920 .••.•....•........•....... 3,157.1 624.4 658.3 +211.3 
1921 .•...................... · .. 4,336.6 1,179.5 848.1 + 189.8 
1922 .......................... 5,064.3 727.7 916.9 + 68.8 
1923 ....•..................... 5,824.2 759.9 928.2 + 11.3 
1924 .......................... 6,742.9 918.7 940.9 + 12.7 
1925 ..•....................... 7,005.3 262.3 887.3 - 53.6 
1926 .......................... 7,107.0 101.8 880.2 - 7.1 
1927 .......................... 7,215.5 108.5 895.7 + 15.5 
1928 .......................... 7,183.51 .. 902.3 + 6.6 

7,681.6 498.1 965.9 + 63.6 
1 On the basis of revised record. Before revision the sum indicated was 7,718 

million crowns, an increase of 502.8 million crowns, therefore, as compared with 
1927. 

In 1929 the effects of the law regarding the stabilization of 
balance sheets made themselves felt, so that apparently, in 
so far as the rapidity of the increase of capital issues is con
cerned, the growth in that year can with greater certainty be 
expected to equal that of the preceding years. 

Contributions to reserve funds of joint stock and other 
companies, which form an undivided profit and enlarge 
capital resources, are included in the category. There are no 
published data available for ascertaining the increase of 
reserves, and it is difficult to make an estimate. Moreover, 
reserves specified in balance sheets usually do not represent 
the actual condition, it being impossible to detect the extent 
of concealed reserves. In the statistics of the State Statis
tical Office regarding the balance of payments, a sum of 146 
million crowns was indicated as a contribution to the reserves 
for 1927. 

In this connection, there should be included that share of 
the yield of government enterprises which is devoted to in
vestment outlays in such enterprises, that is, not investment 
outlays for administrative purposes. 
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It is not possible to give the amount of these investments 
since the War, inasmuch as it was not until1921 that invest
ments were separately specified in the budget and in the 
government's final accounts; further, it was not until1926 
that investments of government enterprises were specified ' 
separately. 

Total lnveument lnvettment Expeoditurct 
Year Expenditures in of Government 

Mill ion Crowns Enterprises 

1921........................... 1,775 
1922........................... 1,539 
1923.. ......................... 1,149 
1924........................... 1,292 
1925........................... 1,169 
1926.... •• •••... .. .. .. . . . . .. . . . 790 
1927........ .... . . .. .. . . . . . . . . . 565 
1928.. ......................... 720 
1929.. ......................... 64()1 
1930........................... 3291 

1 According to the budget, while other data are derived from final accounts. 

Municipal, railway, and improvement debentures and 
mortgage bonds, which are placed on the market on the 
basis of loans granted by provincial financial institutions, 
are shown in the following table: 

In thousand crowns 

Date 

As of Dec. 31, 1927 ................•..... 
.. .. .. 1928 .................... .. 

1929 ..................... . 

Amount 

2,838,149 
3,510,024 
4,002,172 

Iomue 

61i,81s 
492,148 

In this connection mention was not made of similar issues 
of two large savings banks-the Prague Municipal Savings 
Bank and the Bohemian Savings Bank-and of the Czech 
Joint Stock Mortgage Institute, and issues of industrial 
obligations of some of the joint stock banks, which, on the 
whole, are unimportant. 

A further question is how to classify government internal 
loans from the point of view of capital formation in the 
country. After excluding conversion and consolidation 
operations and loans, the profits of which serve to meet 
administrative expenses, the following approximate totals 
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have been arrived at-it being assumed that, on the one hand, 
they are considered as fresh money which may be classed 
along with savings deposits, life insurance premiums, etc., 
and that, on the other hand, this money is viewed as being 
employed for productive investments: 

In Million 
Year Crowns 

1921 .••.•.•.•.•.••..•.....•.•...•.•...••..•.•. 492.31 
1922 .••...... ,, .••.•..•....................... 98.81 
1923 ..•.....................•.........•••.•.•. 256.25 
1924 .....•..................•.•....•.........• 35.02 
1925 .......................................... 17.58 
1926.......................................... • • 
1927.......................................... . . 
1928 .•.••.•...............••..•..•..•.....•... 55.22 

In connection with foreign loans these are considered only 
at the time of their payment, when installments obtained in 
the country proceed to foreign countries: 

Year 
In Million 

Crowns 

1924 .••••..•.......••.•...•...••••.••••.•••. i. 9.83 
1925, , , , , , , , , , , , , , , 1,,,,,,,,,,,,,,,,,,,,,,,,,, 19.50 
1926 .••.•..•......••..•...•....••......•..•..• 21.01 
1927 .•••.••••.•.•••.•......................... 22.74 
1928 .•••••..•.....•..•.....•••.•..•.•...•.•... 793.52 

The 7~% foreign loan of 1925 to the amount of $25 mil
lion was paid in 1928 partly from the yield of an internal 
consolidation loan. These data have been obtained from the 
government's final accounts for the respective years. 

The item of amortized foreign loans is included in the 
group of capital items which can only be obtained from the 
balance of payments. These include the total of securities 
purchased in foreign countries, after deducting the securities 
exported to foreign countries and the settling of foreign 
obligations and debts generally. 

The balance of payments compiled by the State Statistical 
Office embraces the group of capital items the balance of 
which, in so far as it is active, represents the enlargement of 
capital in the country resulting from foreign connections. 
An important factor in the development of Czechoslovakia is 
the repatriation of these values from foreign countries, 
which apply to enterprises located on the territory of the 
state. This item is indicated in the balance of payments 
as the balance of foreign trade in securities! 
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In Million 
Year Crowns 
1925........................................... 150 
1926 .••••••••.•••.•.•.•••.•.•.•.•.•. •·•·• .•.••• 420 
1927 .•.........••.......•••.•.•.•..•••..•.•.•.. 1,460 
1928........................................... 860 
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The balance of payments also includes the balance of credit ' 
operations with foreign countries, both public and private, in 
so far as they concern banks, commerce, and industry. This 
appears to exhaust the items which, according to our classi
fication, arise spontaneously from economic activities, and 
there remain only items being of a compulsory character. 

In this classification is included the movement of funds of 
public-legislative insurance associations, the increase of 
which represents compulsory .savings. Among the most im
portant, the Central Social Insurance Association, the Gen
eral Pension Institute, and workers' accident insurance asso
ciations make available their reports regarding the changes in 
their resources. Workers' accident insurance associations in 
Brno and Bratislava are not included in the following table: 

In million crowns 

Central 
General 

Worken' 
Social Accident 

End of Year Insurance Increase Pension Increase Insurance lncreue 
Association lnsciture in Bohemia ----

1920 ..••••.••••. .. .. .. .. 221.25 
1921. ........... .. .. .. 309.10 87.85 
1922 ............ .. .. 364.19 380.65 11.55 
1923 ............ .. .. 625.88 261.69 451.78 71.13 
1924 ............ .. .. 928.42 302.54 509.47 57.69 
1925 ............ .. .. 1,074.61 146.19 582.34 72.87 
1926 ............ 

759.96 
1,138.25 63.64 690.26 107.92 

1927 .•••.••••••• 759.96 1,394.97 256.72 798.66 108.40 
1928 ............ 1,476.45 716.49 1,940.97 546.00 883.14 84.48 
1929 ............ 2,212.04 735.59 2,415.76 474.79 .. .. 

A significant feature of capital development in this branch 
is the rapidly increasing accumulation of funds of the Central 
Social Insurance Association, which commenced activities 
in 1926. 

It is not possible to add the data given for the individual 
sources, inasmuch as in many cases only estimates have been 
reported, and in others the results are only partial. 

A great obstacle to even approximate correctness is the 
danger of double computation, which in many cases cannot 
be eliminated. 

18 
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. From the general development of sources of capital that is 
revealed by the data obtained, it is obvious that, as has 
been previously mentioned in connection with deposits at 
financial institutions, Czechoslovakia during the ten post
war years was self-sufficient in so far as capital requirements 
were concerned. The loans that were concluded, whether 
foreign, state, municipal, or loans of industrial enterprises, 
especially in the first half of the period considered, were negli
gible in proportion to the general need, these operations 
never having taken the proportions obtaining in certain 
neighboring countries, the independence of which, both eco
nomically and politically, was restricted. 

Czechoslovakia is indebted for this development, which in 
the course of years secured for 'it a different and more 
favorable position in the world, compared with that of a 
number of other countries, primarily to the timely and effec
tive separation and reform of the currency and to the good 
understanding of its citizens for work and economy in the 
spirit of the motto introduced by Minister Dr. Rdin. 
Prague 
February, 1931 



DENMARK AND WORLD BUSINESS DEPRESSION ' 

Report of Mr. B. Dessau, President, Tuborg Breweries, Copenhagen 

THE international crisis made itself felt in Denmark 
through a slump in the prices of the raw materials im· 
ported into the country, and beyond this no effects 

were felt for a long time. While other countries' agriculture 
was impoverished on account of the low grain prices, the 
Danish farmers were able to sell their export products at 
fair prices on account of the fact that the prices for first 
class butter and bacon remained steady. Under these con
ditions the Danish home market kept its purchasing power 
for a long time, and both as regards production and trade 
occupation was plentiful right up to the month of Sep
tember, 1930. 

Only from this period the depression began to make itself 
felt through limitation of the possibilities for employment; 
but even at that time the depression had already been re
flected in the reduction of profits. During the spring of 1930 
the main export products of the farmers commenced to go 
down in price, and by and by, as the income was reduced for 
Danish farmers and Danish industry, trade fell off in the 
Danish home market. From September, 1930, on, unem
ployment grew, and during the month of December the 
unemployment percentage was 24.6%, as compared with 
22.4% during the preceding year. 

As an explanation of these figures, it should be added that 
during the months of December, January, and February 
there is always a heavy unemployment in Denmark, be
cause all building and many other similar kinds of work in 
the open very often must cease on account of the frost. The 
number of unemployed in December, 1930, was about 71,000 
against 65,000 in the same month of 1929. To illustrate 
these figures better, I add that Denmark's total population 
numbers 3.5 million. 

Inasmuch as Denmark's business-both as regards agri-
259 
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culture and as regards industry-is generally based on con
verting commodities or raw materials into more advanced 
products, the great world depression was felt late in Den
mark compared with the rest of the world and has not yet 
reached the same violence as in most other countries. 

At this moment, however, conditions are difficult because 
important branches of industries must work with a loss or at 
all events with very little profit, and everybody expects that 
unemployment will be very much heavier in 1931 than in 
1930. Still, in view of everything, conditions in this country 
are probably better than in most other countries. In my 
opinion the reason for this is partly to be found in the cir
cumstance already stated above: that our activities are 
mostlyconvertingorrefiningof commodities and are not based 
directly on the production of the world market commodities 
and raw materials, which have fallen so heavily in price; 
and partly the reason is to be found in the circumstance that 
Denmark did not participate in the Great War and was thus 
saved from the loss of human life and other great losses 
which the War caused. 

Whether or not the difficulties that are now prevailing in 
Denmark will grow to a crisis, in the manner in which it has 
happened abroad, it is too early to predict. In this respect 
very much depends on the development in prices for the 
products of farmers and the export industries. 

Another important point is the question of wages for 
Danish labor. Before the War in Copenhagen, where the 
greater part of the various branches of Danish industries is to 
be found, the wage for a skilled male laborer was on an 
average 67 Ore, 18 cents, per hour and for unskilled male 
laborers 48 Ore, 13 cents. Now these wages in the mean
time have been increased for skilled male laborers to 176 Ore, 
47 cents, and for unskilled male laborers to 141 Ore, 38 
cents, and those domestic industries that sell their output 
in competition with industries of foreign countries are un
favorably placed, because our wages are higher than those of 
most other countries which are to be considered in this con
nection. At the present moment a number of the most 
important agreements between the industries and the labor 
unions of the different trades are about to expire, and 



DENMARK 261 

negotiations are being carried on, which means that the old 
agreements will be revised. Whether or not such a revision 
of wages can be satisfactorily and peacefully arrived at, that 
is, without strikes or lock-outs, will have the greatest effect on 
the future of these industries and on their ability to keep 
their natural places in world competition. 

Copenhagen 
February, 1931 



TARIFF BARRIERS AND DANISH FOREIGN TRADE 

Report of Mr. Ernst Meyer, Chairman, Grosser Societets Komite, 
Copenhagen 

OF EUROPEAN countries, Iceland apart, only the 
Netherlands can boast of a foreign trade per capita 
comparable with that of Denmark, and this also 

accounts for the fact that Denmark, despite the compara
tively small population, 3.5 million, holds over 1.25% of the 
world's commodity trade in her hands. The predominant 
industry in Danish foreign trade is agriculture, which is 
based on large-scale production yielding a small percentage 
net profit. Denmark, though a big exporter of animal agri
cultural products, must at the same time import grain and 
feedstuffs in very considerable quantities. . 

Denmark's imports in 1930 amounted to 1,730 million 
kroner and exports to over 1,600 million kroner; of the last 
named figure, over 1,500 million kroner represent exports of 
Danish goods, and about 90 million kroner, re-exports of 
foreign goods. Great Britain and Germany are the principal 
buyers of Danish agricultural products, but also several 
central European countries, for instance Switzerland, France, 
the Netherlands, Belgium, Austria, and Czechoslovakia, in 
some measure furnish markets for these products. In 1930 
England alone bought Danish products to a value of 946 
million kroner, representing about 59% of the whole of the 
Danish exports, while in the same year Germany bought 
DanislLgoods to a value of 262 million kroner, accounting 
for over 16%of the total Danish exports. On the other hand, 
the United States in 1930 bought Danish goods only to a 
value of9.5 million kroner, or 0.6% of the total exports, not
withstanding that the value of the said country's sales to 
Denmark in the same year amounted to 194 million kroner, 
which item in Denmark's import trade is only exceeded by 
England, with 251 million kroner, and Germany, with 591 
million kroner. 

262 
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When considering the fact that the world's wholesale price 
level in the course of 1930 has in a very large degree ap
proached the corresponding level of pre-war years, together 
with the statement that Denmark's total imports in 1913 
amounted to 855 million kroner, and exports to 620 million' 
kroner, a comparison with the corresponding figures for 1930 
will show that Denmark's foreign trade during the period in 
question has grown very considerably. This fact might lead 
to the inference being drawn that Danish exports have only 
been affected to a proportionally slight extent by the innu
merable increases in tariff duties that have taken place both 
in European and overseas countries in post-war years. This 
is correct in so far as regards Danish sales to our principal 
market, England, as this country, like Denmark and the 
Netherlands, has steered clear of protectionism as far as 
food proper is concerned. 

On the other hand, the case is different with regard to a 
number of other European countries, for instance, Germany, 
Switzerland, Austria, France, Hungary, Czechoslovakia, 
Spain, and Poland, and of overseas countries, the United 
States, in all of which the import duties on agricultural prod
ucts and also on industrial articles have been raised time 
after time, whereby the dev:elopment of the sales of Danish 
agricultural products to the extent which their high standard 
warrants has been seriously hampered. 

As an illustration, it may be cited that in 1913 the duty 
of the United States on butter-Denmark's next largest 
article of export-was only 2% cents per pound; in 1921 
this duty was raised to 6 cents; in 1922 to 8 cents; in 1926 
to 12 cents; and in 1930 even to 14 cents. As the export price 
of butter today is on about the same level as in the years 
1909-14, this means in other terms that from 1913 to 1930 
the American butter duty has been raised by no less than 
some 500% or 600%. In Germany the most-favored-nation 
import duty on butter was 27% Reichsmarks per 100 kilos 
until November 27, 1930, but from this date the butter duty 
was raised to 50 Reichsmarks, as a consequence of the Fin
nish-German supplementary agreement coming into opera
tion. In Switzerland, for instance, the import duty on 
butter, in part as a consequence of the United States having 
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repeatedly raised the cheese duties in the course of about 
18 months, has been raised successively from 20 francs per 
100 kilos to 120 francs per 100 kilos. Considering the fall in 
the price of butter which took place in the same period, this 
amounts to exorbitant protection, exceeded only by Spain, 
where the import duty on butter is 1U gold pesetas per kilo, 
or 1.08 kroner. Likewise tariff duties on cheese have in 
recent years successively undergone heavy increases not 
only, as stated, in the United States, but also in a number of 
European countries . 
. In the case of fat live stock, the German tariff duties were 

raised on February 11, 1930, from 16 Reichsmarks to 24U 
Reichsmarks per 100 kilos, and in Czechoslovakia some- · 
what later a similar increase took place. As an illustration 
of a completely prohibitive tariff duty may be mentioned 
the German import duty on light horses, which is no less 
than 500 Reichsmark, sor 446 kroner per horse, the market 
price of such horses being·between 650 and 700 kroner. The 
German import duty on draught horses is, however, slightly 
less, 140 Reichsmarks, or 125 kroner, but even this rate 
represents 20% of the value of the horse. The Danish 
export of horses, which before the War was rather consider
able, has fallen off and become quite an insignificant factor 
in Danish agricultural exports. Germany has placed an almost 
prohibitive duty on Danish malting barley, and the increases 
in the import duties on castings to Poland, of which Den
mark has exported a good deal, have also been very great. 

In addition to raising tariff rates, several countries have 
by the adoption of other methods impeded international 
trade, having also arbitrarily influenced the individual mar
kets. One such method, for instance, is the introduction of a 
system~of carriage refunds allowed on certain goods railed 
over a fixed number of kilometres. Obviously, it is possible 
to stimulate exports artificially by having goods conveyed 
cheaply to the border, this being to the detriment of com
peting countries that do not avail themselves of such 
measures. 

Also with regaPd to formalities in connection with the issue 
of consular invoices and certificates of origin and the charges 
for these, it would seem desirable that less complicated 



DENMARK 265 

regulations be introduced than is the case at present; and 
that with regard to the issue of certificates of origin, in 
particular, more stringent regulations be not applied in the 
case of a transit country than those with which the country, 
of origin is called upon to comply. So far as veterinary 
measures are concerned, it must be recognized in Danish 
quarters that other countries are justified in making such ar
rangements, and likewise in taking measures for the protection 
of live stock and also of crops. It would, however, be highly 
desirable that the application of these measures be given a 
form not calculated to interfere with free trade intercourse, 
nor should they be capable of being used for protectionist or 
discriminatory purposes. It will also be natural to point 
out the desirability of arresting the continued movement 
toward an excessive specialization in the customs tariffs of 
the various countries, a state of things which, besides render
ing international trade difficult, involves the risk of under
mining the most-favored-nation principle. 
Copenhagen 
February, 1931 



THE FISCAL SITUATION IN NORWAY 

Report of Mr. J. Throne Holst, President Freia Chocolade Fabrik, Oslo . 
IN order to find a basis for judging the fiscal situation in 

Norway, I shall begin by offering a few general com-
ments. · 

As is known, Norway is the state in the world which is 
situated farthest to the north, between 58 and 68 degrees 
latitude. The area of the country is very large, 324,000 
square kilometers, and it is therefore in many ways an 
expensive country to administer. At the same time the 
population is relatively small, 2.6 million, and great sec
tions of the country are sp·arsely peopled. Of the population 
of Norway about 33% is living by farming and forestry; 
29%, by industry; 8%, by trading; 6%, by fishing, whaling, 
and hunting; 3% by shipping, and so on. 

Of the area of Norway 7.8 million dekar have been culti
vated. An active new cultivation is taking place, and, during 
the years 1917-1930,0.8million dekarwere brought under cul
tivation. Seventy-five million dekar are covered by forests. 
The country has also considerable resources in its water 
power, the exploitable part of which has been estimated to 
be more than 9 million kilowatts, of which only 1.2 million 
kilowatts have been dammed. As is probably known, 
Norway has also considerable resources outside its territory. 
I am thinking particularly here of the large mercantile 
mariner the fifth largest in the world. It now amounts to 
4 million gross tons, and the greater part of it consists of 
absolutely modern ships. 

In judging the financial position of the Norwegian ex
chequer, it must be taken into consideration that the coun
try up until 1905 was united with Sweden. After the pa
cific dissolution of this union, a great many organizations 
in this country had to be reconstructed. Not so very many 
years later came the Great War, which in many ways bore 
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rather hard upon Norway. As the country cannot support 
itself, provisions to a great extent had to be imported from 
abroad at constantly increasing prices, and, when one of the 
most important markets of the country, that is, the Centr~l-, 
European, was cut off by the blockade of Germany and tts 
allied powers, which were great consumers of Norwegian 
fish, the Norwegian export trade suffered considerably. The 
War also bore very hard upon tbe Norwegian fleet, the size 
of which during the War was reduced one half, but which has 
today more than reached its pre-war size. As a result of the 
various difficulties in which the country was involved by the 
War situation, the finance of the country was exposed to a 
serious upheaval. In fact the Norwegian krone in parity 
with American dollars went down to 52% of its original 
value. The money value is now, however, once more 
raised to its full parity. Anybody will understand that this 
has cost the country considerable sacrifices. 

Proceedingtothefinancial position of theNorwegian State, 
we find that the state budget, which before the War was bal
anced at about 123 million kroner, in 1920-1921 had reached 
about 7 46 million kroner, which, as things go with us, must be 
considered an enormous height. Later on the budget has been 
gradually reduced. For 1931-1932 the amount of about 358 
million kroner has been proposed. These figures are partly 
net. The gross figure-the public trading is omitted-is 
about 377 million kroner. 

The public expenditures for 1931-1932 are pro-rated on 
the following items: 

Kroner 

The political. organizations of the state ....••.•••...••••..••••.•. 
Fore1gn serv1ce .....•.....•..... , ...••........ , ... , ..... , •.... 
Army and navy, of which amount about 6 million kroner are extra-

ordinary expenses .............•...... , , .•....•.•. , , .•. , •. , • 
Justice, police, and prison administration .•••....•••••.•.• , •••• ,. 
Churches ..•.•....••...•...•.•.•.•.•..•.•........•••••••••. ,. 
Schools, science, art, etc ................................... , •.• 

fk~i~ha!:·j~::::::: :::::::::::::::::::::::::::::::::::::::: 
Administration of roads and harbors as well as rivers, etc .......... . 
Agriculture .....•..................•.....•.••..•.•.........• , 
Trade, shipping, industry, and fishing ...•...•••••.•.•••••.•••.. , 
Assessment of taxes and collection of same .................... .. 
Debt interest and pensions ..........•.•.....•••.•.•.•••.•••••• 
Other expenses .............................................. . 

4,894,000 
3,411,000 

39,182,000 
13,607,000 
3,865,000 

49,445,000 
14,148,000 
14,185,000 
21,257,000 
13,118,000 
13,366,000 
12,587,000 
85,961,000 
14,390,000 

Total working expenses .••......•••. , .••..••..•••••.•. , • • • • • 303,416,000 
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Added to this there are also some expenses of capital, for instance of: 
Building railways, telegraph, telephone, and power plants .... , , , , , , , 
Setting apart of funds .............................. , , , ... , .. .. 
Part payment of the national debt ............................. . 
Various loans .............................................. .. 

Kroner 
16,258,000 
4,975,000 

31,595,000 
1,500,000 

Grand total. .••.•...•...••.....•.... , ...........•.•. ,,,... 357,744,000 

These public expenditures are paid for with the following 
revenues: 

Kroner 
Income and property tax .••.•......••.......•....•........•. ,. 79,136,000 
Customs receipts............................................. 105,000,000 
Oth~r. consumption taxes, especially on the turnover of beer, wine, 

sp1r1ts, tobacco, etc.. . . . . • . . . . . . . • . . . • . . . . . . . . . . . . . . . . . . . . . . 93,295,000 
Other taxes and royalties...................................... 22,555,000 
Added to this the profits of the various national assets............ 39,732,000 

Total working income....................................... 339,718,000 
Added to this various revenues of capital, whereof loan funds 

14,475,000 kroner .. , ................................. , ... , . 18,026,000 

Total revenues .. , ...•......... , .• ,, •.......•.....•.... ,., 357,744,000 

In 1925 the national debt of Norway amounted to 1,731.6 
million kroner. It now amounts to 1,565 million kroner. 
From what has been mentioned above it appears that an
nually the national debt is being effectively reduced. About 
half of the national debt has been raised abroad, whereof 
about $121 million in the United States. The balance has 
been raised in this country. 

As counter-value the state owns among other things the 
following assets: 

State railways .....• , • , . , ......•..•....................•...•• 
Postal establishments ...•....•.....•....................•.•... 
Tele~aph establishments ...........•....•...................•• 
Pubhc power and regulation plants ........................... .. 
Konigsberg silver works ......................................• 
Crown forests ............................................... . 
Army and navy works .....•.•...•.••..............•..•.•..•.• 

Kroner 

908,600,000 
17,500,000 

110,100,000 
135,400,000 

8,800,000 
28,500,000 
22,300,000 

Added to these there are a great many other assets, espe
cially various claims and stocks. 

The balance account of the state has been made up with a 
grand total of about 1.7 billion kroner, apart from other real 
estate owned by the state in addition to that mentioned 
above,-that is, administration buildings, official residences, 
and many other estates up and down the country, harbor 
works, roads, etc. 
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If an attempt were made to give a general characteristic 
of the fiscal situation in Norway on the basis of the figures 
stated above, it must be admitted that, on account of the 
various conditions I have mentioned above, the state is work
ing with a budget that may possibly be said to be relatively' 
high in comparison with some other countries, and that there 
must consequently be imposed on the population a burden of 
taxation that is not light. In spite of its northern situation, 
however, Norway is a country with considerable resources 
according to the figures stated above, and many of these re
sources are not yet nearly exploited. Besides the water 
power, which has already been mentioned, it may be pointed 
out that the yields of fisheries and farming and so forth are 
constantly increasing. The most important asset with 
which the Norwegian state may calculate is, however, a 
well-enlightened, healthy, and strong population, which from 
childhood has been accustomed to work very hard for its 
livelihood. 

On June 8, 1925, President Coolidge, in a great speech 
delivered at the centennial celebration of the Norwegian 
immigration to the United States, said: 

"These Norsemen whose beginning in the United 
States we here celebrate have exercised a great influence 
upon our modern history and western civilization which 
it is difficult to match among any other like number of 
people. In many ways their influence upon northern 
and western Europe may be compared to that of the 
Greek states upon the civilization of the Mediterranean." 

When in our exposed and unsheltered country we not only 
have been able to support, and to support well, a constantly 
increasing population, but have also been capable of creating 
a cultural milieu within this population of 2.5 million-a 
milieu which in our opinion is not behind what nations far 
better off than we are can show-, we have reason to be 
sanguine of the future of the Norwegian nation; and I feel 
assured that the people, with whom we in our international 
commerce are ca-opera ting, in the future as well as in the 
past will be satisfied with the results of this ca-operation. 
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The .above mentioned speech was concluded by President 
Coolidge with the following words: 

I 

"The pledge of the Norwegian people has never yet 
gone unredeemed." 

I am convinced that this speech, very commendatory for 
·our country, by the highest citizen of the United States at 
that time will not in the future be proved wrong. 

Oslo 
February, 1931 



ECONOMIC CONDITIONS IN JUGOSLAVIA IN 1930/ . 
Report of Hon. Ignjat Bajloni, Governor of the National Bank of the . 

Kingdom of Jugoslavia, Belgrade 

AS A predominantly agrarian country,'Jugoslavia has n already felt for years the pressure of the unfavorable 
conditions which universally prevail in agricultural 

production. But nevertheless, thanks to certain favorable 
circumstances, the difficulties with which Jugoslav agricul
ture has had to con tend did not for a long time lead to a 
general deterioration of economic conditions in the country. 
Hence Jugoslavia, at a time when most European countries 
showed signs of a general economic crisis, was in a relatively 
favorable situation. 

The fall of prices of agricultural products, which may be 
considered as the chief cause of the present universal eco
nomic depression, was for some time compensated in 
Jugoslavia by the excellent harvest returns, so that the 
standard of living and the total purchasing capacity of the 
agriculturalists remained on the whole unchanged. The 
great fall in prices, therefore, could not at first lead to a 
crisis. But as a result of this fall in prices Jugoslav economy 
nevertheless suffered a loss, which consisted in the elimination 
of the profit assured by the former level of prices; this 
profit doubtless would not have been confined only to agri
culture, but would have favorably influenced the entire 
economic situation of the country. 

Meanwhile, instead of the expected revival in the world 
economic situation, there appeared in the course of 1930 
still greater depression, which, during the latter half of that 
year, began to be increasingly felt in this country and to 
cause a certain deterioration in economic conditions. The 
process of this deterioration was effected through the 
mechanism of foreign trade, where the figures speak most 
clearly of the diminished economic activity in the country. 
The low prices of agricultural produce, especially cereals, 
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and the great surpluses in the world have led to the diminu
tion of their export by 32.64% as compared with 1929. 

At the same time the prices of those industrial products 
which this country normally exports in great quantities
wood, copper, cement, and so forth-fell considerably on the 
world markets, and as a result the state of industry in the 
country at once began to suffer. If to this we add foreign 
competition, which has become acute owing to the great 
fall in foreign prices as a result of which the Jugoslav pro
tective tariff has become an illusion, and bear in mind also 
the reduced purchasing power of the agrarian section of the 
Jugoslav population, we obtain a picture of the difficulties 
with which industry has had to contend in 1930 and of the 
conditions that prevail. 

At the present time the crisis is developing, and its further 
evolution depends on the development of general conditions 
in the world, wherein lie the first causes of the deterioration 
of the economic situation in the Kingdom of Jugoslavia. 
So far, fortunately, in spite of all difficulties, the economic 
organization of the country has remained intact, and if a 
favorable turn in the world economic situation were to take 
place, the present crisis could be liquidated without great 
loss. That the main nerves of our national economy are not 
injured is best shown by the very favorable revenue returns, 
which all along the line exceed the budgetary anticipations. 
At the same time the energetic measures adopted by the 
royal government for the relief of the economic situation are 
inspiring much optimism. 

Together with these measures, a new policy has been ini
tiated in the realm of foreign trade, of which the principal 
feature is the establishment of more intimate co-operation 
betweel!_ the agrarian countries of South-Eastern Europe, by 
the formation of a so-called agrarian block. The useful 
consequences of such co-ordinated work among these coun
tries are already beginning to be felt, and in the near future 
noteworthy results may be expected. ·In the individual 
departments of economic life, economic conditions during 
1930 present the following picture. 
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AGRICULTURE 

Although last year's harvest may be reckoned among the 
best harvests since the War, it nevertheless falls short of the 
results attained from the harvest returns of 1929. The total 
area sown with cereals in 1930 amounted to 5,865,094 
hectares, which, as compared with 1929, shows an increase of 
2.4%. The actual yield, however, was less than in 1929; 
wheat by 6.3%, maize by 15.5%, and oats by 31%, whereas 
there was an increased yield in rye of 15.6% and in barley of 
1.6%. The fall in the prices of cereals, which in the course of 
1930 amounted to from 20% to 30%, made the situation of 
the Jugoslav agriculturalist more difficult and, by lessening 
the buying power of the agricultural population, touched 
also other branches of industry. Hence there is felt through
out the country a strong tendency toward a reorientation 
of agricultural production in the direction of a more inten
sive development of stock-raising, dairy-farming, fruit-farm
ing, and other more profitable forms of agrarian production. 
The government is helping this movement with all the means 
in its power, and it is already beginning to show results. In 
this year's balance of trade, we remark an increase in the 
export of such produce as fruit, poultry, and eggs, while the 
export of cereals shows a decline. 

INDUSTRY 

Last year was unfavorable to industry, especially in those 
branches of industry that work principally for export. Their 
condition may best be realized from the fact that the export 
of industrial products has been considerably reduced. The 
greatest fall in exports appears in the timber trade, which is 
our most important export industry, and where the value of 
products exported has fallen, as compared with last year, by 
26%. For all that, thanks to reserves from previous good 
years, there has been no stoppage of work on any large scale, 
as is best shown by the relatively small number of unem
ployed. For the most part, manufacturers have been pro
ducing stock, in the expectation that the possibilities of 
placing exports will improve. 

19 
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FoREIGN TRADE 

The sum total of Jugoslav foreign trade in 1930 was 13,740 
million dinars, which as against 1929 represents a decrease of 
11.4%. The decrease in exports is greater than the decrease 
in imports, as a result of which the balance of trade shows a 
deficit of 180 million dinars, while for 1929 the balance was 
327 million dinars to the good. The exports for 1930 
am~unted to 4,733,223 tons, with a value of 6,780 million 
dinars, which means 569,643 tons and 1,142 million dinars 
less than for 1929, or 11.1% less in quantity and 14.4% less 
in value. During the year 1930 the volume of imports was 
1,513,583 tons, while their value amounted to 6,960,113,191 
dinars. As compared with 1929, the imports have fallen by 
157,938 tons and 624,637,138 dinars, or 9.4% in quantity 
and 8.3% in value. ' 

The most important articles imported were cotton and 
cotton goods, of which 1;362 million dinars' worth were im
ported, 76million less than in 1929. In the second place come 
iron goods and railway materials, the import of which to
gether amounted to 163,733 tons, with a value of 777 million 
dinars, 104 million dinars and 46,793 tons less than in 1929. 
The import of machines and instruments amounted to 466 
million dinars, 109 million dinars less than in 1929. Woolen 
goods imported amounted to 337 million dinars, 22 million 
dinars less than in 1929; leather 303 million dinars, 43 mil
lion more than in 1929. The import of electrical goods 
rose to 201 million dinars, and this is 15 million dinars more 
than in 1929. 

The principal articles exported were wood and wood[rod
ucts, of which 1,454 million dinars' worth were exporte , this 
being 377 million less than in 1929. The value of cereals 
exported was 1,029 million dinars, that is 499 million less 
than in 1929. The export of eggs increased as compared 
with 1929 by 57 million, and amounts to 512 million dinars. 

The export of raw copper increased from 449 million in 
1929 to 498 million dinars in 1930, and the same is true 
of other minerals, of which 234 million dinars' worth was 
exported in 1929, and 305 million in 1930. Livestock and 
products thereof were exported to the value of 1,184 million 
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dinars, or 28 million less than in 1929. The value of vegeta
bles exported was 98 million dinars, or 28 million less than in 
1929. Fresh fruit amounted to 292 million dinars, as com
pared with 127 million in 1929. , 

The respective shares taken by other countries in our 
foreign trade were as follows: 

As regards imports, Czechoslovakia comes first with 
17.60%; then Germany with 17.55%; Austria with 16.82%; 
Italy with 11.25%; England with 5.92%; Hungary. with 
5.83%; the United States with 4.10%; France with 3.87%; 
and Roumania with 3.20%. 

As regards exports, Italy comes first with 28.31%; then 
Austria with 17.68%; Germany with 11.66%; Czecho
slovakia with 8.20%; Hungary with 7.18%; Greece with 
6.05%; France with 4.18%; Roumania with 2.95%; 
Switzerland with 2.63%; England with 1.54%; and the 
United States with 0.85%. 

MovEMENT or PRICES IN 1930 
The fall in prices which was noticeable in 1929 has con

tinued and to an even greater extent in 1930. By comparing 
the average annual index numbers of the National Bank for 
1929 and 1930, we find that the fall in prices is 19.4 points. 
At the beginning of the year the total index was 93.6 points, 
and from that level it gradually fell to 87.7 points in August, 
and after a sudden drop in September to 82.8 finished the 
year at 78 points. This at the same time represents the 
lowest level reached by prices in this country since the 
stabilization of the currency was carried out. The average 
annual indices of the separate groups sh~w that, in com
parison with 1929, the greatest fall has been in the prices of 
vegetable products, from 118.6 to 89.3 points, while in animal 
products it has been considerably less, from 107.2 to 96.3. 
The prices of industrial products fell from 92.6 to 80.6 
points, while the prices of mineral products rose from 84.4 to 
88.2 points. 

The separate groups of typical exports and imports show, 
on the basis of the average annual indexes for 1929 and 1930, 
a decline in the first case from 114.3 to 93.5 and in the second 
case from 91.4 to 79.8, which shows that the prices of the 
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articles we export have fallen to a greater extent than has 
been the case with the articles we import. 

• THE MoNEY MARKET 

The national monetary unit, the dinar, has been quite 
stable throughout 1930 and up to the present, both on the 
home and foreign markets. The average rate of the dinar at 
Zurich has been somewhat higher than that for 1929. To
gether with the manifestation of unfavorable influences in 
the economic situation and the decline of economic activity 
is noticed an increasing abundance on the money market, 
which has caused a certain weakness of the private rate of 
interest. The average rate at the end of the year was 8-11, 
while at the beginning it was 9-12. Although these rates 
represent a considerable improvement as compared with 
former years, they are nevertheless rather high with regard 
to the conditions of credit enjoyed by most other European 
countries. The causes are to be sought in the insufficiency 
of national capital and in the derangement of the monetary 
circulation felt in Europe since the War. But this high rate 
clearly indicates that it is possible to carry out many trans
actions and that, although the economic situation is de
pressed, its activity is not, as in many countries, paralyzed. 
Even the national capital, although insufficient for require
ments, shows a very satisfactory improvement. In the 
course of last year savings deposits rose 27.5%. 

The official interest rate was 6% until May, 1930, when 
it fell to 5.5%. 

STATE REVENUES 

The -receipts from state revenues during 1930 were very 
good and in some cases exceeded not merely the figures for 
1928 and 1929 but even the budgetary anticipations. Direct 
taxation brought in 2,323,282,000 dinars, or 312,623,000 din
ars more than in 1929. Indirect taxation gave 1,330,996,000 
dinars, exceeding 1929 by 164 million dinars. The receipts 
from toll dues amounted to 914,632,000 dinars as against 
862,632,000 in 1929. Receipts from customs duties brought 
in 1,444,979,000 dinars, as compared with 1,480,319,000 in 
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1929. The figures for the monopoly receipts are not yet 
available for the whole year. For eleven months of 1930 
they amounted to 2,595,147,000 dinars as compared with 
2,959,884,000 dinars for the same perioq of 1929. State 
undertakings show for eleven months of 1930 a revenue o( 
3,457,548,000 dinars, while for the same period of 1929 they 
gave 3,474,226,000 dinars. 

It is difficult to foresee the development of economic condi
tions in Jugoslavia in the near future. This, as has already 
been asserted, depends in the first place on changes in the 
world economic situation. But it may already be affirmed 
that the economic situation in Jugoslavia will be much less 
affected by the economic crisis than will be the case in most 
other European countries. Jugoslavia is a country with a 
very fortunate economic constitution. Although primarily 
of an agrarian character, she possesses fairly well developed 
industries and excellent conditions for further development in 
that direction. The present economic crisis has not found 
Jugoslavia in an already completed phase of her economic 
development, so that she may in time adapt herself to the 
changed conditions and choose a direction for her economic 
development with regard to the situation and requirements 
of the present time. 

A bright future-taking into account the endless economic 
possibilities which she has at her disposal-is certainly in 
store for her. What she lacks is capital. Her development is 
disproportionately quicker than the development of capital 
in the country, and therefore she is for some time dependent 
on foreign sources. In spite of extensive investments made 
since the War, mostly from her own resources, it may be said 
that the exploitation of the economic wealth of the country is 
only in its initial stage. Hence Jugoslavia is greatly suffering 
at the present time from the disorganization of the world 
markets as regards capital, and she cannot move forward 
freely until there is re-established in the world that har
monious distribution of capital which prevailed before the 
world economic situation fell into the present crisis. 

Belgrade 
February, 1931 



ECONOMIC DEVELOPMENT AND POSITION OF 
THE REPUBLIC OF AUSTRIA, 1918-1930 

Report of Hon. Richard Reisch, President, Oesterreichische National 
Bank, Vienna 

AFTER the breakdown of the Austro-Hungarian Mon
.ll archy it was no easy matter to develop the remaining 

torso, the "Republic of Austria," into a self-support
ing economic unit, capable of ranking with other independent 
states, but now, enormous difficulties having been overcome, 
this object may, thanks to the collaboration of the League 
of Nations and to the exceptional spirit of sacrifice and self
control evinced by the population, be looked upon as un
deniably attained. The Austrian Republic must today figure 
as a fully consolidated state, which in spite of the impover
ishment of its inhabitants has given sufficient proof of its 
vitality and, what is more, of its firm determination to safe
guard and increase the ancient culture of the country. Ob
viously, also, Austria at present suffers very seriously under 
the effects of the general economic crisis. The present diffi
culties are, however, far less the result of specially Austrian 
conditions than the outcome of that international economic 
position which has arisen from the destruction caused by the 
War and from the alterations it entailed in the territorial 
and productive conditions of the world. 

The first four years of the young Austrian Republic-that 
is, from November 12, 1918, until October, 1922,-were, it 
must be admitted, times of the greatest stress. The central 
authority of the state was weakened, since, in contradiction 
to the former centralized system, federalist aims made 
themselves felt, and the question of competence had to be 
regulated by a new constitution; the "Volkswehr" which 
had taken the place of the army was unreliable, so that
apart from the Vienna police-the government had no 
executive force at its disposal; at the same time civil law 
and order were greatly menaced by the Bolshevist regime 
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that had come into power in Budapest and Munich, the more 
so seeing that the country lacked the most essential com
modities and no purchase abroad was possible because of the 
shortage of foreign means of payment. It was only thanks 
to the relief action initiated by Herbert Hoover, the present' 
President of the United States of America, that the out
break of a starvation crisis was averted, but, nevertheless, 
the state budget fell into the greatest disorder, since the 
total impoverishment of the population forced the govern
ment to sell the foodstuffs it had acquired at far below their 
purchase price. The consequent budgetary deficit could only 
be covered by a constant increase of the bank-note circula
tion, by which means, however, the value of the money 
was continually diminished, the currency undermined, and 
every business calculation rendered impossible. True, the 
industrialists imagined they were reaping profits, but in 
reality they were eating into capital through too small an 
amortization of the values they had invested. In view of all 
these facts, it appeared in the summer of 1922 that the eco
nomic and thus also the political breakdown of Austria was 
imminent. Such an event, however, would at the same time 
most seriously have jeopardized the peace of all Europe, 
since Austria's neighbors would certainly not have succeeded 
in dividing up her territory among themselves without 
recourse to arms. 

At this juncture, thanks to the skillful mediation of 
Federal Chancellor Dr. Ignaz Seipel, the League of Nations 
intervened and set up a program of reconstruction for Aus
tria on liberal lines. The plan in question was based on 
three main principles: On the restoration, within a short 
transitional period, of equilibrium in the state budget by 
means of economy and increased taxation, on the emission 
of an Austria loan under the guarantee of several European 
states for the purpose of covering the deficit of the transi
tional period just mentioned, and on the foundation of a new 
note-bank, to be charged with the task of stabilizing the 
Austrian currency. This plan of reconstruction, which was 
subsequently also adopted on similar lines in the case of other 
states, proved successful in every respect, so that Austria's 
consolidation may be said to date from the year 1923. 
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. The most important event may be considered to have been 
the stabilization of the currency, without which it would 
never have been possible to put the state budget in order 
again; such a stabilization, however, would not have been 
feasible if the deficit of the interim 1923-1924 had not been 
covered out of the League of Nations loan, which afforded 
a possibility of putting an end to inflation. At the same 
time, the League of Nations loan also provided the Austrian 
National Bank with such gold values as it required for the 
purpose of defending the value of the Austrian currency 
abroad. Suffice it to say that from January 2, 1923, the day 
on which the Austrian National Bank commenced its ac
tivity, right down to the present day the Austrian currency 
has maintained a stable rate of exchange in relation to foreign 
gold currencies and has not once sunk below the gold-export 
point. 

The two following tables will serve to demonstrate the 
decline of the currency and of the state budget, respectively, 
between 1919 and 1922. 

TABLE 1: VIENNA RATES or ExcHANGE FOR DRAFTS ON 

ZuRICH PER AusTRIAN CRowN, MoNTHLY 

AVERAGE, FOR THE YEARS 1919-1922 
Month 1919 1920 1921 1922 

January ...................•... 3.25 39.30 106.82 1,489.00 
February ...................... 3.42 45.66 114.99 1,346.39 
March ........................ 4.11 38.68 121.57 1,427.37 

U.~::: :::.::::::::::::::::::: 5.17 37.31 113.07 1,494.83 
4.70 34.95 103.38 1,824.57 

June .......................... 5.50 27.95 113.38 3,110.33 
July ...............•.......... 6.19 27.38 135.60 5,964.41 
August .....•.........•........ 7.86 34.92 176.87 12,495.38 
September ..............••.•.•. 10.23 41.22 287.17 14,115.38 
October ...•................•.. 16.61 55.72 605.85 13,621.15 
November ......••...••........ 21.29 75.40 1,171.36 13,486.54 
December ..................... 28.28 95.34 1,212.54 13,422.92 

Without ~ingering over historical events, I shall now des
cribe in brief the development of industry, agriculture, and 
credit, currency, and budget conditions of the Austrian 
Republic from the time of consolidation in the year 1923 
down to the present day. In all these realms serious struggles 
have been waged, but they have-though fraught with many 
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TABLE 2: PRELIMINARY BuDGETARY EsTIMATES OF THE 

FEDERAL REPUBLIC OF AusTRIA FOR THE 

YEARS 1919-1922 
In Millions of Austrian Crowns 

Budgetary 

Budgetary 
Deficit 

Preliminary Ettimatea Receipt~ Expenditure in Per-
De6cic centage of 

Expenditure 

January 1 to June 30, 1919 ...... 1,339 4,043 2,704 67 
July 1, 1919, to June 30, 1920 .... 6,295 16,873 10,579 63 
uly 1, 1920, to June 30, 1921 .. ,. 29,483 70,601 41,117 58 

July 1 to December 31, 1921 ..... 24,075 49,496 25,421 51 
January 1 to December 31, 1922 .. 209,763 347,533 137,770 40 
Situation in October, 1922 ....... 3,319,200 9,905,760 6,586,560 66 

material sacrifices-all been carried to an honorable and suc
cessful end. 

Industry was obliged to effect far-reaching restrictions 
and readaptations. The old Austro-Hungarian Monarchy 
was on the whole an autarchic area, whose industry could 
dispose of its products mainly within the country, while its 
agriculture supplied the population with the necessary food. 
stuffs, so that export and import trade could remain within 
moderate limits. By the dismemberment of the monarchy 
this autarchy was altogether destroyed, since industry re. 
mained to by far the greatest part in the Austrian Republic 
and in Czechoslovakia, while the agrarian regions fell to the 
share of the other succession states. Therefore, industry 
had to adapt itself to purposes of exportation, foodstuffs, 
meanwhile, having to be imported from abroad. Obviously 
this process of readaptation was connected with serious 
sacrifices, especially since the other Succession States sur. 
rounded themselves with high protective-tariff walls and 
sought to found industries of their own. Undoubtedly, 
the present international crisis is partly to be attributed to 
the efforts of all the new states to attain as great as possible 
a degree of autarchy. The old established and well-organ. 
ized industry of Austria lost its former markets and was 
obliged either to restrict its output or to take up the produc. 
tion of such articles as had not before been manufactured 
in the country. At a time of high prices and in view of the 
great shortage of capital felt in Austria, both these changes 
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occasioned heavy losses, so that the number of concerns and 
the capital at their disposal experienced material reductions. 

It is naturally extremely difficult to express a definite 
opinion in the midst of the world crisis and the general 
market slump. At the present moment, the industrial posi
tion of Austria is, similar to that of other states, highly 
unfavorable, as appears from the enormous total of unem
ployment, which has for years past shown a tendency to rise. 
I believe, however, that there is no undue optimism in as
suming that Austrian industry's process of adapting itself 
to altered circumstances may now be considered as com
pleted and that, upon the return of normal conditions, the 
difficulties originally arising from the undue dimensions of 
the industry remaining to the small Republic of Austria will 
prove to have been overcome. The prevailing trouble arises 
less from essentially Austrian conditions than from the causes 
operative in general throughout the international economic 
crisis. 

The following table illustrates the development of un
employment in Austria. 

TABLE 3: NUMBER OF UNEMPLOYED RECEIVING RELIEF IN 

AusTRIA DuRING THE YEARS 1923-1930 
Number . 

Year At the End of 
the Year Highest Lowest 

1923 .••••.......•.•....... 98,050 167,417 75,810 
1924 ....................... 154,492 154,492 63,556 
1925 .....•................. 207,834 207,834 116,365 
1926 ...•.....•.........••.. 205,350 231,361 148,111 
1927 ..•••..•...........•... 207,100 244,257 120,717 
1928 ..•••.•...•..••...... 202,659 230,755 112,595 
1929 ..••................... 226,567 264,148 101,845 
1930 ....................... 294,845 294,845 150,075 

Austrian agriculture has been faced with the task of ob
taining an increase of output by an intensification of work 
in the interest of improving the commercial balance and 
facilitating the alimentation of the Austrian people. In this 
direction, really great progress may be said to have been 
made, the results recorded being highly satisfactory. This 
will be clearly seen by the following tabulary surveys show-
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ing, respectively, the enlargement of the area under cultiva
tion, the increase of yield per hectare, and the development 
of cattle-breeding and dairy-farming. 

TABLE 4: CuLTIVATED AREA AND YIELD or CRoP 

Cultivated Area Yield per Hectare 
Crop in Thousand Hectares in Hundreds of Kilograms 

1919 1929 1919 1929 

Wheat ...................... 181.9 208.5 9.3 15.1 
Rye ............•....•••.... 320.4 374.3 7.9 13.6 
Barley .•....•............... 114.9 158.2 8.8 17.0 
Oats ........................ 264.2 296.6 8.0 15.2 
Potatoes .................... 115.0 189.8 56.3 147.6 
Sugar-beets .................. 7.6 30.4 139.9 227.6 

TABLE 5: NuMBER or MILK-Cows AND DEVELOPMENT or 
DAIRY-FARMING 

Number of milk-cows ..........••.•.•..••.... 
Milk production in millions of litres .......... . 
Butter production in hundreds of kilograms .... . 

1919 1928 

400,000 
600 

13,000 

1,100,000 
2,090 

120,250 

Unfortunately, the gratification caused by these note
worthy results is not unmixed with regret, seeing that in 
Austria too the universal agrarian crisis is making itself 
felt in a regularly catastrophic fall of the market price of 
grain, which in many instances does not even cover the 
initial costs of the producers and most seriously menaces 
the farmers' economic position. A protection of Austrian 
agriculture by means of higher agrarian duties is not always 
possible or adequate in view of the exporting interests of 
Austrian industry. Thus, in the fall of 1930, recourse had to 
be taken to what was admittedly a highly undesirable gen
eral measure of relief, that is, the distribution of a sa-called 
"Notopfer" among the farmers, necessitating an expenditure 
of 96 million Austrian shillings. This meant a grave encum
berment of the budget and rendered necessary an increase in 
the taxes on beer and sugar. The measure in question is all 
the more irksome, seeing that even prior to its introduction 
the height of taxation formed a constant subject of com
plaint. Thus a reduction of the tax onus appears inevitable. 

The figures of the trade balance show a steady, though 
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slightly decreasing, deficit, the covering of which puzzles 
many economists. For thus far Austria has received but 
few long-term credits from abroad, while even the short
term debts have been diminished rather than augmented 
and the·Austrian National Bank's holdings of foreign values, 
far from suffering a depletion, register an annual growth. 
True, to some extent there is probably still a sale of shares, 
buildings, and real estate to foreigners; however, an aliena
tion of Austrian assets can hardly be spoken of. I believe, 
therefore, that the solution of the riddle is only to be found 
in the invisible exports-transit trade, tourist traffic, and 
so on-and especially in those forms of revenue which ac
crued 'to Austrians from capital invested abroad, and in the 
other succession states in particular, before the War. The 
deficit of the commercial balance is likely to be faced by a 
surplus in the balance of payments. 

The development of the trade balance and of the Austrian 
National Bank's holdings of foreign values may be seen in 
the following tables, as may also the long-term foreign 
loans. 

TABLE 6: RESULTS OF AusTRIAN FoREIGN TRADE, 

1923-1930 
In millions of Austrian shillings 

Year Imports Exports Deficit 

1923 ........................ 2,665.3 1,494.3 -1,171.0 
1924 ........................ 3,473.8 1,988.1 -1,485.7 
1925 .••••••••••••.....•.•... 2,905.1 1,985.9 -919.2 
1926 ......................... 2,844.6 1,744.9 -1,099.7 
1927 •..••••.•••.•••.••...... 3,190.7 2,099.1 -1,091.6 
1928 ........................ 3,316.9 2,249.5 -1,067.4 
1929 .••••••••.•..•.....•..•. 3,317.7 2,219.6 -1,098.1 
193()1, ....................... 2,734.5 1,882.8 -851.7 

1 Provisional figure. 

Special attention must be devoted to banking· and credit 
matters, which can look back upon a somewhat turbulent 
development, though they too have now arrived at a certain 
state of consolidation. The decline of the Austrian currency 
between 1918 and 1922 favored the spread of a general ten
dency toward speculation and led in particular to an enor
mous growth of transactions in foreign bills and currency, 
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TABLE 7: FoREIGN CuRRENCY HoLDINGs or THE AusTRIAN ' 

NATIONAL BANK FROM THE BEGINNING OF 

1923 TO THE END OF 1930 
In millions of Austrian shillings 

Gold 
F oreigo Cur-
rency Valua • Total 

J:uary 7, 1923 ................... 5.0 114.5 119.5 
ember 31, 1923 ................ 8.3 383.2 391.5 .. .. 1924 ................ 11.1 477.0 488.1 .. .. 1925 ....•........... 14.8 558.4 573.2 .. " 1926 ................ 52.5 627.5 680.0 .. .. 1927 ................ 84.5 653.4 737.9 .. .. 1928 ................ 168.8 628.6 797.4 
" .. 1929 .........•...... 168.6 571.9 740.5 .. .. 1930 ................ 214.4 715.4 929.8 

TABLE 8: LoNG-TERM FoREIGN LoANS RAISED BY AusTRIA, 

1923-1930 
Nominal amount in millions of Austrian shillings 

1923 ..................................... 1,063.()1 
1924..................................... 34.7 
1925..................................... 193.6 
1926..................................... 49.9 
1927..................................... 281.6 
1928..................................... 35.2 
1929. ..... ...... .. •... •.. .............. .• 117.9 
1930. • • • . . . . • . . . • . • . . . • . . . . . . . . . . . . . . . • . • 388.51 

Total ... , , , .• , , •...• , .•.........••••••• 2,164.4 
lJncluding Austrian League of Nations Loan. 
1 lncluding Austrian Government International Loan, 1930, 

since everyone attempted to escape the effects of currency 
depreciation by the acquisition of foreign money or other 
material values-a movement which came to be known as 
the "flight from the Austrian crown." The existing banks 
had considerably to increase their apparatus, in addition to 
which numerous new banks and banking enterprises were 
founded. The public had grown so accustomed to reaping 
such speculative profits-attainable at any rate in relation 
to the dwindling value of the Austrian currency-that it 
believed in their continuation even when the Austrian cur
rency had been stabilized; nay, the success of the reconstruc
tion program engendered renewed optimism, which led to 
exaggerated speculation in industrial shares and foreign cur
rency-French francs in particular-and eventually, in the 
spring of 1924, to a great stock exchange collapse. 
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Many bankers and credit institutions, including some 
of greater size, went bankrupt or else were obliged to close 
down or materially restrict their operations. The public too 
sustained heavy losses and withdrew not only from the stock 
exchange but also from the capital market. The subsequent 
complete stagnation of the stock exchange rendered it im
possible to issue any new shares or debentures, and this 
again impeded the reorganization of industry and neces
sitated recourse to unduly great and expensive bank credits. 
The result was a far-reaching immobilization of the banks, 
leading to several more or less voluntary amalgamations; 
even the merger of the Osterreichische Boden-Credit-Anstalt, 
one of the oldest and most hJghly respected credit institu
tions of the country, in the bsterreichische Credit-Anstalt 
fiir Handel und Gewerbe, now by far the greatest credit in
stitution of Austria-a development that proved necessary 
as recently as the fall of 1929-is ultimately to be attributed 
to the events of the year '1924. 

Now, however, the process of restriction that has ensued 
among the credit enterprises may be considered definitely 
terminated. True, in view of great staff expenses and of 
the decrease, compared with pre-war times, in the gold
value of their turnover, the Austrian banks are up against 
hard times and must content themselves with very modest 
profits. Nevertheless, the position of such banks as have 
remained may be looked upon as thoroughly sound, their 
organization, their knowledge of the business conditions of all 
the succession states and Balkan countries, and their old
established international connections constituting a main
stay of Austrian economy that is bound to be further strength
ened with the returning prosperity and confidence of the 
population. During the last few weeks there have been 
welcome signs of this rebirth of confidence, for not only has 
the volume of deposits with banks and savings-banks been 
steadily growing, but the tendency of the public to hold aloof 
from the capital market appears to be on the wane. Since 
the commencement of the current year there have been sub
stantial increases in stock-exchange rates, and, what is more, 
they have been mainly in favor of government stocks bear
ing a fixed rate of interest. 
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The changes that have come about in the Austrian credit 
organizations between 1918 and 1930, the growth of savings 
deposits, and the advance on the stock exchange since Jan-
uary 1, 1931, may be seen in the following tables. / 

TABLE 9: DEVELOPMENT oF THE PRINCIPAL GRouPs or 

CREDIT ORGANIZATIONS 

]oint-Stock Savingt 
Agricultural 

Yelll' <AM>pentive 
Banka Banks Credit Socittial 

1923 .••....•.......•.••..•.. 76 201 1,6982 

1926 ........................ 43 199 1,709 
1929 ........................ 30 202 1,775 

1 Not including several hundreds of industrial co-operative credit societies. 
t December 31, 1924. 

TABLE 10: DEVELOPMENT oF DEPOSITS WITH THE AusTRIAN 

SAVINGS BANKS AND LEADING VIENNA BANKS 

In millions of Austrian shillings 

On December 31 

1922 ............................. .. 
1923 .••••••.•.•.•••••••.•.••••••••. 
1924 ..•.•.•.•••••••••..•..•.•••••.. 
1925 .............................. . 
1926 .••...•.•••.•••••••••••.•.•.•.. 
1927 ..•••.•••••••••••••.•...•••.••. 
1928 .•••••.••••••••.•••.•••.••••... 
1929 ... ···•···•·•·••• ............. . 
1930 .••.••......................... 

Saving~ Banu 
Depotitl 

14 
88 

271 
527 
750 
989 

1,251 
1,418 
1,635 

Bank Depotitl 
and Bond• 

185 
294 
352 
449 
509 
582 

TABLE 11: DEVELOPMENT OF CERTAIN VIENNA STOCK. 

ExcHANGE QuoTATIONS SINCE THE BEGINNING OF 

1931 
Jan.lO Jan. 20 Jan.31 Feb.ll 

League of Nations Loan .................. 108.50 109.00 107.00 108.00 
Austrian Government International Loan, 

1930 .................................. 96.75 97.85 99.50 99.15 
25-year Sterling clearing.()bligations Cat. E •.. 69.20 70.50 72.50 74.25 
Credit-Anstalt .....•.•••................. 46.90 46.60 46.70 47.35 
Alpine ~lontan ....•...•....•..•.•....... 14.05 16.30 17.65 20.80 
Siemens Schuckert ....................... 149.75 142.75 165.75 171.00 
Perlmoos Chalk ........•...•.•.•........ 230.00 227.00 236.00 258.00 
Neusiedel Paper Manufactory ......•...... 46.50 50.00 54.50 71.20 
Donau-Dampfschitfahrt .•••.....•.•.....•. 18.75 18.00 18.90 25.10 
Eisenbahnverkehr ........................ 39.75 39.00 40.25 44.40 



288 WORLD ECONOMIC CONDITIONS 

Finally, a few words on the important matter of public 
finances and public credit. As already pointed out, the 
Austrian budget has been balanced since 1924; indeed, 
about 40% of the League of Nations Loan, intended for the 
covering of the budgetary deficits of the years 1923 and 
1924, could be applied to purposes of investment. The same 
applies to the budgetary surpluses of the years from 1924 
to 1929, aggregating 767 millions of Austrian shillings. This 
result could naturally only be attained by means of inor
dinately high taxes, which cripple all enterprise, seeing that 
they frequently swallow up practically all the profit and 
sometimes even impair the capital. A reduction of these 
taxes is therefore essential and has repeatedly been promised 
by the government. Since, however, state expenditure 
for salaries an·d social purposes increases from year to year, 
a reform of taxation in the above sense will only be possible 
if fulfilment is given to the demand for enhanced economy 
in the public budget. · 

The encumberment of the budget with interest due on 
debts is, so far, not particularly great. The most important 
item in this regard is the payment of interest and amortiza
tion on the above-mentioned League of Nations Loan to the 
nominal extent of 769 million gold crowns or 1.107 million 
Austrian shillings, of which interest and amortization obliga
tion are borne in part by the federal railways and the postal 
administration. The interest due on pre-war debts, mean
while, has so far played only a secondary role in view of the 
monetary depreciation that occured in the interim. The 
prospective partial valorization of the pre-war debts, it is 
true, will entail an increased encumbrance in this connec
tion. It is all the more gratifying that by the Hague Con
ference-a£ January, 1930,Austria's final liberation from repar
ations obligations has become a definitely established fact 
and that, thanks to the complaisance of the creditor states 
in general and of the United States in particular, the question 
of relief debts has also been regulated in a satisfactory way. 

The most important items of the Austrian budget and the 
figures of taxation per head of the population appear in the 
following tables. 
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TABLE 12: STATEMENT or CLoSED AccouNTS OF BuDGET 

1923-1929 AS PER LEAGUE OF NATIONS REFORM 

ScHEME 
In millions of Austrian shillings 

Year 
Ordinary Accouna 

lnvutmeua SurpiUI+ 
Expeodi ture Revenue Balance Deficit-

1923 ....•.••.....•. 779.6 697.4 -82.2 76.1 -158.3 
1924 .••••••..•••••. 809.9 900.6 +90.7 103.7 -13.0 
1925 .••.•••••••.... 741.4 908.5 +167.1 90.6 +16.5 
1926 .••••••••....•. 862.3 965.5 +103.2 135.6 -32.4 
1927 .......•...•••. 991.2 1,101.9 +110.7 195.7 -85.0 
1928 .••••.•.•.•.•.. 1,045.9 1,174.3 +128.4 212.5 -84.1 
1929 ............... 1,032.8 1,199.7 +166.9 147.2 +19.7 

TABLE 13: THE PRoMINENT PosiTIONS OF THE CLOSED 

AccouNTS OF BuDGET 1927-1929, AS PER LEAGUE or 

NATIONS REFORM SCHEME 

In millions of Austrian shillings 

1927 1928 1929 

fEDERAL EXPENDITURE: 

Service of the debt ...................... 124.25 145.ot 52.28 
Administrative service .•.•..•.....•.•.... 668.87 726.37 789.18 
Public welfare. , , , , .. , • , , , ... , , . , ....... 121.29 111.73 132.18 
Railways .......••........•....•....... 19.68 21.39 21.34 
Undertakings ..•.....•..........•...•... 57.15 14.32 10.60 
Transfer to expenditure of provinces ....... .. 27.12 27.24 

Total expenditure .•...........•....... 991.24 1,045.94 1,032.82 

FEDERAL lECEIPl'S: 

Customs ...........•••••.•.••.••••.••.. 237.57 260.04 283.84 
Taxes on commodities ................... 86.37 90.68 101.63 
Direct taxes. , • , , , , ..••... , ..•..•.•.•... 327.16 352.59 385.09 
Other duties .................... , .. , , , , . 507.25 509.46 477.40 

Total ................................ 1,158.35 1,212.77 1,247.96 

Less taxes refunded to federal provinces ..•. 266.88 261.56 276:67 

Net .••••.••..•.•••••••.••••••••.•.•. 891.47 951.21 971.29 

Monopolies and undertakings .••.• , .. , . , .. 210.46 223.12 228.46 

Total receipts .•. , , •••••..••..•.•...•. 1,101.93 1,174.33 1,199.75 

Budgetary surplus ..•••••.•...••...... 110.69 128.39 166.93 
Investments ....•.•••.••...•.......•.. 195.66 212.47 147.20 
Budgetary deficit ..•..•••.•.••.•.•.•.. 84.97 84.08 

i9.73 Budgetary surplus .................... .. . . 

The service of the federal debt in 1928 included (1) an 
extraordinary repayment on the Federal Loan Debt towards 

20 
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the Austrian National Bank amounting to 50 millions of 
Austrian shillings and (2) an advance payment of 36.2 
millions for the service of the League of Nations Loan in 
1929, booked as receipt in 1929 and thus reducing the service 
of the debt in that year. 

TABLE 14: PER CAPITA QuoTA or AusTRIAN FEDERAL 

TAXATION1 

Year Austrian Shilling~ 
1923 ........................................ 110 
1924 ........................................ 153 
1925 .............•.......................... 170 
1926 ........................................ 182 
1927 .......................................• 190 
1928 .•................. · ....................• 201 
1929 .......................................• 214 
1930 ........................................ 209 

l Calculated on basis of actual receipts from federal taxes plus receipts from 
monopolies. 

, The greatest difficulty Austria has to face is the prevailing 
shortage. of capital, which, a~ may be seen by Table 8 
has only been mitigated by a few long-term credits. It may. 
therefore be looked upon as a great relief that in July, 1930, 
it was at length found possible to negotiate the first section 
of the Investment Loan with a consortium under the lead 
of Morgan, Grenfell and Co., by which means a sum of about 
394 million Austrian shillings was realized. It is to be hoped 
that circumstances on the international capital markets will 
soon permit of a negotiation of the remainder of the Invest
ment Loan, as well, the net proceeds of which will be about 
320 million Austrian shillings. Any modern work of recon
struction can only be made possible with the help of capital, 
and only years of productive work can make up for the dam
ages wrought by the World War. That work allied with 
capitaf can really effect such a reconstruction is sufficiently 
proved by the success registered in Austria during the last 
eight years, whereby Austrian economy has been brought 
back from a state of utmost decline to practically normal 
conditions. 

·Vienna 
February, 1931 



GENERAL BUSINESS AND FINANCIAL CONDI- ' 
TIONS IN HUNGARY 

Report of Bon. Alexander Popovics, Governor of the National Bank of 
Hungary, Budapest . 

THE symptoms of a decline in the business situation, 
already perceptible in Hungary in 1929, assumed a 
more general character in the year 1930. Apart from a 

few items, the statistical data for the past year, compared 
with the corresponding data of preceding years, reflect a 
downward movement. The circumstance that the unfavor
able economic situation of this country is not an isolated 
phenomenon peculiar to Hungarian economy, but is a link 
in the chain of world economic events, may perhaps mitigate 
the effects from the political and mass-psychological stand
points; but from the economic standpoint this circumstance 
rather aggravates the situation, for, especially in the case of 
an economic unit so small as Hungary, it dissipates the na
tion•s hope of solving the difficulties of the situation by its 
own forces. But, on the other hand, it is precisely this cir
cumstance that has impelled the states involved in the same 
misfortunes to an increasing recognition of the community of 
their interests, so that the past year saw the initiation 
of such international understanding as would have been 
scarcely imaginable a few years ago. 

This refers, in the first place, to the attempts at co-opera
tion made by the Middle and East European agrarian states, 
in which our Southern and Eastern neighbors are perhaps 
interested even to a greater extent than are we Hungarians, 
for their national economy is still more of an agrarian char
acter than ours; but naturally Hungary has also to share in 
these attempts, inasmuch as 55% of the population of 
Hungary is engaged in agriculture, and, according to Pro
fessor Fellner•s latest calculation, 47% of the national in
come is derived from agrarian production. 

It is obvious that the pronounced agrarian character of 
291 
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the country's production had an unfavorable influence on 
our economic development during the last one or two years. 
I do not intend to repeat the general opinions concerning the 
origin of the agricultural crisis prevailing throughout the 
world. I wish only to consider one or two special questions 
relating to Hungary. Wheat is the country's main crop and, 
together with the flour derived from it, constitutes the most 
important factor in our export trade. Of the land under 
cultivation-not including the areas covered with forests and 
reeds-about 20% was seeded with wheat. There is no need 
for me to dwell on the disastrous fall in the price of wheat. 
According to the Hungarian index of wholesale prices, taking 
the figure for 1913 at 100, the wheat index now stands at 
54. Moreover, last year we had but a medium crop. 

Commercial-political events of a regrettable character 
likewise tended to aggravate the situation. Austria and 
Czechoslovakia, the two natural markets for our wheat 
exports, vigorously contin'ued their tariff and economic policy 
of protecting their own agrarian products, . and since the 
middle of December there is no commercial treaty in force 
between Czechoslovakia and our country. The government 
sought to relieve the critical situation of bread-cereal growers 
by the introduction of the so-called "Corn ticket system, 
for the home trade in wheat and rye.. The essence of the 
system lies in the fact that a person who wishes to purchase 
wheat or rye can only do so if he first buys a corn ticket, for 
which he must pay 3 Pengo per quintal-100 kilograms. The 
coupon of the ticket must be delivered by the purchaser to 
the grower of the corn, who may use the amount represented 
by the coupon for the payment of his taxes, or, in case he has 
no arrears of taxes, he may get the coupon cashed at certain 
places -appointed for the purpose. The corn ticket itself ac
companies the corn on its way through the hands of the 
traders until it arrives at the mill, which afterwards, as a 
matter of course, includes the excess price paid to the grower 
in its calculation of selling-prices. 

Obviously, in case of export, the 3 Pengo per quintal must 
be refunded to the exporter; otherwise the Hungarian wheat 
and flour could not compete on foreign markets. Thus the 
result is that on every quintal of wheat or rye placed on the 
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market the grower receives a production premium of 3 
Pengo-a charge which is borne by the inland consumption. 
Undoubtedly, this measure can only be of a transitory char
acter, for its effect can be only-for the present and to some , 
extent-to correct the displacement in the national income 
that occurred as a consequence of the sudden fall in the price 
of grain to the damage of agrarian production. It is unsuited 
to serve as a regulation of permanent character, if only for 
the reason that it tends to impede the natural process of 
accommodation to the changed marketing conditions of 
agricultural produce. 

This process of adaptation will not be easy by any means. 
It is probable that there will have to be a gradual diminu
tion in the area seeded with wheat; but, as it is an area 
of 1.5 million hectares, great difficulties arise in finding 
suitable branches of cultivation to be substituted for wheat 
on a relatively important scale. Nevertheless, in spite of 
these difficulties, I cannot entertain a pessimistic opinion 
with regard to the prospects of our agricultural production. 
On the one hand, we see that there exist branches of produc
tion that have already in past years yielded a certain meas
ure of compensation. Our cattle-breeding, poultry-raising, 
fruit-growing, and kitchen-gardening have been attended 
with conspicuous success, and it is noteworthy that the ex
ports of animals and animal-products increasingly advance 
in importance. However, for the sake of further develop
ment in these branches, it would be desirable that the indus
trial states of Europe should not pursue a policy of prohibit
ing the sale of these animal-products in their markets. An
other encouraging circumstance is found in the fact that the 
burden of mortgages on agricultural estates, although heavy 
in some parts of the country, is on the whole not alarming,· 
for at the end of 1929 only about 36% of the total landed 
property was burdened with registered mortgage debts, and 
there was but a small increase of mortgages in 1930. Finally, 
it must not be forgotten that the small holdings in Europe are 
to a very great extent engaged in producing for their own 
home consumption and market only a small proportion of 
their produce, so that they are relatively less affected by the 
fall in the market price of agricultural products. 
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If we leave out of consideration some few branches of 
industrial production such as the textile industry, which 
since the War has been the branch of most promising devel
opment, we see also, in general, quite a considerable decline 
in the country's industrial activity. It may be said that our 
production and consumption of pig-iron in 1930 fell short of 
the corresponding figures for the previous year to the extent 
of about 30%. Those branches of industry that mainly de
pend on the agricultural population for their principal cus
tomers have naturally been affected by the decrease of the 
purchasing capacity of the agrarian classes. The building 
trade has also suffered a decline, both in the villages and in 
the towns. 

The commercial situation is likewise depressed. Insol
vencies reached their culmination point about the end of 
1929 and the beginning of 1930. Since that time there has 
been improvement, which, however, must be in no small 
measure ascribed to the circumstance that, on the one hand, 
the insolve.ncies themselves had greatly diminished the num
ber of the weaker firms, and, on the other hand, an ever
increasing degree of caution was manifested both in granting 
credits and in incurring debts. 

The deterioration in all branches of production has been 
accompanied by effects on our state finances similar to t~ose 
experienced in almost all the states of the civilized world. 
The revenues have considerably diminished and, so far as 
can be ascertained from the data hitherto published, in the 
firstfivemonthsofthe 1930-1931 budget-year-July-Novem
ber, 1930-the total revenues of the state administration 
fell about 10% short of the corresponding figures for the pre
vious year. Our legislature has already taken corresponding 

· measures, inasmuch as a recently enacted law has instructed 
the government to reduce by the amount of 45 million Pengo 
the credits voted for the year 1930-1931 within the scope of 
the budget for the state administration and the state enter
prises. In view of the circumstance that, among the different 
classes of population, the situation of employees earning 
fixed salaries has undergone relative improvement in conse
quence of the fall in the price of commodities, the legislature 
has deemed it advisable to resort to this class of the com-
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munity for the augmentation of state revenues and, pending 
further measures, has imposed a special tax on incomes 
derived from service relations. 

In the period of declining prices and business d~pression, / 
the credit market also presented a state of stagnatton. The 
reserve in connection with long-term investments finds ex~ 
pression in the fall of quotations on the stock exchange. 
The National Bank's stock-exchange index fell to 127.8 at 
the end of 1930, which, as compared with its maximum level 
of 273.8 on April 28, 1927, represents a decline of 53.3%. 
The amount of capital increases of the companies limited by 
shares during the year 1930 was nearly 50% less than in the 
previous year. Scarcely any long-term credit transactions 
were completed in the course of the past year, and the out
standing amount of long-term sinking-fund loans granted by 
banks shows no considerable change during the year 1930. 
This naturally was due not only to the decrease in the de
mand for credit, but also, and indeed principally, to the cir
cumstance that great difficulties were encountered in placing 
long-term issues on the foreign markets; this is also indicated 
by the fact that during the whole course of the year not more 
than 24 million Pengo of fresh long-term obligations could 
be placed abroad. 

On the other hand, there was in general a great easiness on 
the short-term money-market, and the interest-rates sank 
during the year by 2,U%. The discount rate of the National 
Bank of Hungary, which stood at 8% in the autumn of 1929, 
was reduced to 5 U% by May, 1930, after 5 successive 
reductions of U% each, this rate being still in force. 
Short-term loans were abundantly offered from abroad, and 
by availing themselves of foreign credits our leading banks 
were able, temporarily, to obtain money at a rate nearly 1% 
cheaper than by rediscounting at the National Bank. This 
circumstance, naturally, was also reflected in the state of 
the bill-portfolio of the National Bank, which moved at an 
unusually low level, the average for the year being 218.9 
million Pengo as against an average of 320.6 million Pengo 
in 1929. 

The picture which we can construct from the statistical 
data would not be complete if we neglected to point out 
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the very material change which has come about in our foreign 
trade. 

It is a matter of common knowledge that, in the years 
following on the financial reconstruction, our foreign trade 
showed a constantly increasing adverse balance, so that in 
each of the years 1927 and 1928 it exceeded 350 million Pengo. 
This considerable deficit was closely connected with the 
great import of capital in evidence in the years following the 
financial reconstruction. The increase of our indebtedness 
to foreign creditors since the beginning of the reconstruction 
may be taken at about 1,800 million Pengo, the bulk of which 
falls to the account of the years 1927 and 1928. 

In 1929 the process slackened, and the adverse balance of 
our foreign trade diminished to 22.6 million Pengo, parallel 
with which there also naturally appeared a certain decline 
in the borrowing of foreign capital. The difficulties opposed 
to the import of foreign capital in 1930 brought about a 
radical change in our balance of trade. As against imports of 
1,062.8 million Pengo in the previous year, our imports in 1930 
fell to the value of834.3 million Pengo. This indeed is an illus
tration of the regrettable fact that the purchasing-power of 
our population has suffered a very great decrease. But, on 
the other hand, the phenomenon appears to be not unfavor
able, if viewed from a different standpoint, for it shows that 
our population is striving to counter-balance the adverse con
ditions by limiting its pretensions, which indeed were never 
very excessive. We see also a decline in our exports from 
1,040.2 million in 1929 to 914.5 million Pengo in 1930. Thus, 
the percentage decline in the exports appears to be much less 
than the percentage decline in the imports. According to cer
tain calculations that seek to exclude the effect of the fall in 
prices, it would appear that the decline in our export amounts 
only to about 3%. The effect of all these circumstances was 
that 1930 was the first year when post-war Hungary had 
an active foreign trade balance, with an excess of exports of 
80.2 million Pengo. 

Although complete data for the year 1930 are not yet 
available, it may be stated that our balance of payments 
in 1930 shows some peculiar features, distinguishing it from 
the balances of the previous years. If we divide the balance 
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of payment into two groups, that is, into current items and 
capital movements, we see that in the current items the item 
of interest and dividends to be paid abroad on our outstand
ing foreign debts-an item which may be taken at 180 mil
lion Pengo-is balanced to the extent of nearly one half by' 
the favorable balance of our foreign trade. As the items of 
smaller importance do not, on the whole, greatly affect the 
result, we may see, in broad outlines, that this part of our 
balance of payments closed in 1930 with an adverse balance 
of about 90 million Pengo. The logical consequences of this 
situation would be that in the capital movements we should 
see on balance a capital import of 90 million Pengo. Instead 
of this, there may be shown, in fact, new long-term loans 
amounting to 87 million Pengo, including the third instalment 
of the loan taken up from the Swedish Match Trust and con
cluded at an earlier date, and a capital import of 175 million 
Pengo in the form of medium-term loans and credits, so that 
if we deduct the sinking-fund payments from the amount of 
these two items, the net amount of visible capital imports · 
figures at roughly 200 million Pengo. 

The difference of 110 million Pengo appearing between the 
balance of current items and that of capital movements 
would, therefore, have to be counterbalanced by some in
visible capital exports. As a matter of fact, it may be 
stated that, under the effect of the depression in the great 
international stock and bond markets, a very considerable 
quantity of securities placed abroad previously have come 
back to Hungary, and we must also suppose that, in the 
autumn, when a feeling of disquietude pervaded the whole of 
Central Europe, mainly as a consequence of the German 
elections, and very considerable amounts of capital gravi
tated from Germany to other countries, this movement ex
tended also to Hungary and led to a certain amount of ca~ 
ital export, although this export attained no very consider~ 
able dimensions. 

This supposition is strengthened by the circumstance that 
the statistical data show quite a considerable decrease in the 
amount of deposits with our banks during the month of 
September and October. Under all these circumstances, 
we may say that the country's indebtedness to foreign cred-
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itors increased only to a very small extent in the course of 
1930, and this may be regarded as a rather favorable symP
tom if we bear in mind the adverse economic conditions. 

In this connection I wish to point to one more circumstance 
which encourages us to entertain a favorable view of our 
financial prospects. That is the circumstance that no seri
ous disturbances occurred in our banking organization in the 
hard times of the year 1930. The process of rapid develop
ment experienced in the years succeeding the financial re
construction has indeed suffered a setback, and the balance
sheets of our banks, in general, disclosed but a very small 
measure of growth and, in several cases, a small de
cline in earnings; but there have been practically no bank 
insolvencies and not the slightest disturbance of the public 
credit. And this not only justifies the confidence of foreign 
creditors in the operations of our credit organization after 
having placed, through its intermediary, considerable 
amounts of capital in Hungary, but also seems to be the 
soundest basis for Hungary's future participation in the 
international capital movements. 

Budapest 
February, 1931 



IMPORTANCE OF EXPORTS OF FINISHED 
MANUFACTURES IN CANADIAN FOREIGN 

TRADE 

Mr. Albert E. Dyment, Chairman of the Board, Canadian General 
Electric Company, Toronto 

CANADIANS believe very strongly that the largest 
possible percentage of their exports to other coun~ 
tries should be in the form of fully manufactured goods 

or partially manufactured goods, instead of in the form of 
raw products. 

The advantages of this policy are obvious,-because it 
seeks a constant increase of investment of capital in Canada 
for manufacturing purposes, an increase of the number of 
Canadians employed in industry, an increase in the volume 
of business related to, or partially dependent on, industry, 
such as retail and wholesale trade, transportation, banking, 
and in fact most forms of business. It also provides for 
agriculturists, particularly those in the vicinity of industrial 
centers, a constant and profitable market for butter, eggs, 
meat, vegetables, fruit, hides, and other farm products. 

lt is interesting to record the progress that has been made 
in the export trade of Canada since the beginning of this 
century, illustrated by the following statistics: 

Total Exportll of 
Year Canadian Produce 

1900................................... $168,972,301 
1910................................... 279,247,551 
1920. . . • . . . . . . . . . . . . . . . • . . . . . . . . . . . . • . . 1,239,492,098 
1929. • • • . . . . . • . . . . . • . . . . . . . . . • • . . . . • . . • 1,363,709,672 

The great increase indicated in the figures for 1920 is 
accounted for largely by the stimulation of expo~ts as a 
result of the Great War. It should also be remembered that 
the amount for 1920 was attained at the height of the infla
tion of prices following the War. This must be taken into 
account in making comparisons, but it is all the more sig
nificant to note that the figure for 1929, which was attained 
after the deflation of prices in the interval between 1920 and 
1929, is actually considerably greater than the total for 
1920, and, when deflation is taken into account, the volume 
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of exports from Canada in 1929 greatly surpassed the volume 
in 1920. 

Canada's position in international trade is indicated by 
the following official statement issued by the Department 
of Trade and Commerce in the Canadian Trade Index, pub
lished by the Canadian Manufacturers' Association, in Jan
uary, 1931: 

"In 1929, as in 1928, the Dominion stood in fifth 
position in imports, exports and aggregate trade. In 
export trade Canada leads the world in the export of 
printing paper, nickel and asbestos; occupies second 
place in exports of automobiles, wheat and wheat flour; 
and fourth place in exports of wood pulp, as well as a 
very high place in the world's exports of many staple 
products, such as lumber and timber, fish, copper, bar~ 
ley, cheese, raw furs, whiskey, meats, rubber tires, 
farm implements, pulpwood, cattle, raw gold, silver, 
lead, rye, oats, rubber footwear, leather and hides." 

In trade per capita, Canada occupied the second position 
in the world in 1928 and the third in 1929, rising from the 
seventh place which she occupied in 1913. 

In the seventeen years between 1914 and 1930, Canadian 
exports exceeded imports. In only three years of this period 
imports exceeded exports. This trend of Canadian trade 
with all other countries is illustrated by the following table: 

Value in Million Dollars 

Year Excess o( Percentage Relation 
Total Exports Imports ~i) of Exports to 

Exports e) Imports 

1914 .......•.•.•.••••. $455.4 (i) $163.8 73.5 
1915 ..••••••••..•..•.. 461.4 (e) 5.5 101.2 
1916 ..•..•.•.•••••.••. 779.3 (e) 271.1 153.3 
1917 .•••• -. ••••••..•... 1,179.2 (e) 332.8 139.3 
1918 ....•..•.•.•.•.••. 1,586.1 ~:~ 622.6 164.6 
1919 .•••••••.....•••.. 1,268.7 349.0 137.9 
1920 .••..........••••. 1,286.6 (e) 222.1 120.9 
1921 •••••••••••••••••. 1,210.4 (i) 29.7 97.6 
1922 ........•......•.. 753.9 (e~ 6.1 100.8 
1923 ••••..•••••••••••. 945.3 (e 142.7 117.7 
1924 .................. 1,058.8 (e~ 165.4 118.5 
1925 ••••..••••••••.••. 1,081.4 (e 284.5 135.7 
1926 .•.•..•........•.. 1,328.7 (e) 401.4 143.1 
1927 .••••..••••••••... 1,267.6 (e) 236.7 123.0 
1928 .••••••......•••.. 1,250,4 (e~ 142.5 112.8 
1929 .••••..•••.••••••• 1,388.9 (e 123.2 109.7 
1930 .................. 1,144.9 (i) 103.3 91.7 
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Canadian exports are divided into three classes: (1) raw 
materials, (2) partly manufactured, (3) fully or chiefly manu. 
factured, and it is interesting to study the following statistics 
under these headings for the period 19(}()-1929, inclusive. , 
Figures for the intervening year, 1914, are included because 
this was the year before the Great War. The figures for 
1920 are included because these are for the year after the 
Great War. 

Exporu of Canadian Produce 

Claasi6cation To United To United 
Total · Kingdom Sura 

1900-Raw materials ........... $70,066,372 $32,035,566 $34,257,368 
Partly manufactured ..... 29,946,564 17,113,308 10,858,235 
Fully or chiefly manufac-

tured .•...•.•...••.... 68,959,365 47,414,001 12,880,885 

Total ..•.........•.. 168,972,301 96,562,875 57,996,488 

1914-Raw materials .......•... 272,593,581 152,700,704 106,216,726 
Partly manufactured ..... 43,660,533 14,186,429 25,135,963 
Fully or chiefly manufac-

tured ...•...•.......•. 115,334,325 48,366,836 31,420,136 

Total ..••..••....••. 431,588,439 215,253,969 163,372,825 

1920-Raw materials ........... 440,612,225 168,638,429 196,851,439 
Partly manufactured ..... 185,288,060 51,631,602 115,097,298 

· Fully or chiefly manufac-
tured .....•••.•....... 613,591,813 268,882,606 152,079,446 

Total ..•••••••.•.•.. 1,239,492,098 489,152,637 464,028,183 

1929-Raw materials .•.•..••••. 661,394,875 314,037,333 153,403,064 
Partly manufactured ..... 195,144,120 22,097,596 129,273,521 
Fully or chiefly manufac-

tured ................. 507,170,6n 93,595,556 216,935,560 

Total ............... 1,363,709,672 429,730,485 499,612,145 

Canada is fortunate in not having to depend on two or 
three principal commodities for export. Our exports cover 
a wide field, and the diversity is illustrated by the table 
which follows. 

In conclusion, a summary of the above indicates that 
Canada's export trade has shown remarkable growth since 
the beginning of this century; that Canada stands among 
the leading exporting nations of the world; that excellent 
progress is being made in exporting products as finished or 
semi.finished manufactures; that Canadian exports are 
widely diversified; and that for a country which came into 
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I 

SEVENTY LEADING CANADIAN CoMMODITIES ExPORTED 

FROM CANADA DURING THE yEAR ENDING 

MARCH 31, 1930 
Ranlr: CommoditY Total Exports Value 

1 Wheat $215,753,475 
2 Printing paper 145,401,482 
3 Planks and boards 49,446,887 
4 Wheat Hour 45,457,195 

• 5 Wood pulp 44,913,995 
6 Copper ore and blister 37,735,413 
7 Automobiles 35,307,645 
8 Fish 34,767,739 
9 Raw gold 34,375,003 

10 Whiskey 25,856,136 
11 Nickel 25,034,975 
12 Raw furs 18,706,311 
13 Farm implements 18,396,688 
14 Cheese 18,278,004 
15 Rubber tires 18,039,924 
16 Meats 15,030,671 
17 Pulpwood 13,860,209 
18 Aluminum in bars 13,828,010 
19 Cattle 13,119,462 
20 Asbestos, raw ; 12,074,065 
21 Silver ore and bullion 11,569,855 
22 Lead 10,637,887 
23 Barley 10,388,735 
24 Rubber footwear 9,986,392 
25 Zinc 8,366,712 
26 Green apples 8,111,943 
27 Potatoes 8,042,226 
28 Fertilizers 7,990,313 
29 Raw hides 7,730,914 
30 Machinery 7,154,706 
31 Shingles-wood 6,704,494 
32 Leather, unmanufactured 6,496,951 
33 Settlers' effects 6,304,199 
34 Milk and cream, fresh 5,379,174 
35 Acids 5,096,529 
36 Films 4,790,619 
37 Ferro-manganese and ferro-silicon 4,543,649 
38 Square timber 4,235,309 
39 Soda and soda compounds 4,208,518 
40 Oats 4,055,855 
41 - Coal 3,998,692 
42 Poles-wood 3,928,481 
43 Abrasives, artificial, crude 3,775,924 
44 Logs-wood 3,677,917 
45 Milk, condensed 3,262,101 
46 Laths-wood 3,095,417 
47 Bran and shorts 2,582,484 
48 Electric apparatus 2,521,045 
49 Paper board 2,506,496 
50 Oatmeal and rolled oats 2,440,968 
51 Cereal foods 2,431,137 
52 Automobile parts 2,298,742 
53 Tubes and pipe-iron 2,202,769 
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SEVENTY LEADING CANADIAN CoMMODITIES ExPORTED , 

FROM CANADA DuRING THE YEAR ENDING · 

MARcH 31, 1930-(Continued) 
Rank Commodity Total Exports Value 

54 Aluminum, manufactured $2,057,673 
55 Hay 2,007,944 
56 Malt liquors 1,995,990 
57 Hardware and cutlery 1,743,096 
58 Flaxseed 1,732,087 
59 Rolling mill products 1,681,814 
60 Wrapping paper 1,655,568 
61 Raw wool 1,576,342 
62 Raw tobacco 1,504,264 
63 Binder twine 1,502,421 
64 Rye 1,451,640 
65 Sugar, refined 1,423,936 
66 Fish oils 1,380,589 
67 Clover seed 1,316,752 
68 Crude petroleum 1,281,294 
69 Musical instruments 646,281 
70 Butter 543,851 

Total value $1,041,401,984 

the exporting field only a relatively short time ago wonderful 
progress has been made. The factors which will influence 
the future must also be taken into consideration. Canada 
has abundant stores of raw materials which form the basis 
for much of her exports. She has also great areas of fertile 
land from which to produce the basic agricultural commodi
ties. The fisheries show little sign of depletion. Leading 
mining engineers and industrialists believe that the mines, 
which are now producing at the rate of $300 million annually, 
are only the beginning of Canadian mineral production. 
Canada has up-to-date and efficient industrial, agricultural, 
mining, lumbering, and fishing systems of production. These 
are capably officered and manned. The universities, re
search institutions, and technical schools can supply trained 
personnel and new ideas. The transportation systems are 
modern and efficient. The banks are experienced and skil
ful in the financing of export trade. With all these assets, 
Canada is determined to maintain and to improve, as much 
as possible, her position in the export field. 

Toronto 
February, 1931 



PRESENT ECONOMIC POSITION OF CANADA 

Report of Sir Charles Gordon, President, Bank of Montreal, Montreal 

THE world-wide depression of 1930 affected Canadian 
trade and industry in marked degree, but notwith
standing this the Dominion finds itself in the opening 

months of the new year in a much happier position than the 
majority of other countries. It is true that the marketing of 
our wheat remains as one of our major problems not yet 
satisfactorily solved and also that other forms of business 
are suffering from a severe decline in prices, but the unem
ployment problem in Canada has not approached the seriouS
ness it has assumed in other countries, and construction 
work-~n important item' in a young country-has kept up 
well, as has business in many important lines. Added to 
this, the banking structure has stood the general decline in 
business and commodity prices without apparent strain, and 
there is an abundance of money available for all sound busi
ness enterprises. The banking system which prevails in 
Canada, consisting of large central banks with branches 
throughout the Dominion, has again proved to be of inesti
mable benefit to the country, for in no community in the 
Dominion has a bank failure added to the local distress 
occasioned by a recession of trade. 

The decline in commodity prices which has been witnessed 
during the past year has been in nowise due to restriction of 
credit, but has been a reflection of the general state of world 
trade. -The decline in the price of wheat has particularly 
affected this country. Examination of the figures of the 
foreign trade of Canada shows how large a part the item of 
wheat plays. No other single commodity approaches this 
cereal in volume and value; as a consequence, when crop 
failure occurs or prices fall below the line of profitable pro
duction, the whole business of the country is adversely 
affected. That has happened-the wheat crop of 1929 was 
short in quantity; the crop of 1930 faced low prices and a 
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glutted market; and the foreign trade returns disclose the 
results of these unfavorable factors. In the twelve months 
ending December 31, total exports of Canadian produce had 
a value of $1,182,412,000 in 1929 and of S885,906,000 in 
1930, being a decrease of $296,506,000, of which decrease by ' 
far the largest item was of wheat and wheat flour. To short 
crops and congested markets can be traced much of the 
reaction in general business, the decline in railway traffic, the 
diminished earnings of carriers by land and water, unem
ployment of labor, and, above all, diminished purchasing 
power of the agricultural class. 

Approximately one half the population of Canada derives 
support directly from the farm, and, while in the past year 
their labor was rewarded with an aggregate average quan
tity return, low prices reduced profit close to the vanishing 
point. Of wheat the crop was 90 million bushels larger than 
in 1929, but what was gained in quantity was lost in value, 
an increase of about 30% in production being offset by a 
50% decline in price. 

It is the history of all new countries that they depend at 
first upon the utilization of their most available resources, 
and later turn to manufacturing and similar pursuits. 
Canada at the present time is in an intermediate stage. We 
have been making use of resources most readily converted 
into money, but are now entering the second stage, that of 
manufacturing. In 1915 the gross value of Canada's agricul
tural products was S1,118,694,000, and of her manufactured 
products, S1,381,547,000. In 1928 the figures were: gross 
value of agricultural products, $1,730,304,000, and of manu
factures, $3,769,850,000. These figures illustrate the trend 
of our economic development, and have an important bearing 
upon our future outlook. 

One phase of our industrial activities that is being carried 
forward with undiminished vigor is the development of our 
water power. At the beginning of the present year the total 
installed capacity was 5,727,162 horsepower. During the 
year, hydro..electric construction has exceeded that of any 
previous period in the history of the Dominion. New instal
lations brought into operation aggregated 397,850 horse
power, bringing the total installation at the end of the year 
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to 6,125,012 horsepower. Construction is active also on a 
number of other installations which will add more than 
1.5 million horsepower to the Dominion's total during the 
next two or three years. These impressive figures raise the 
question as to whether or not the development of power 
waters is proceeding too rapidly, but as against this it is to be 
remembered that the uses to which hydra-electric current is 
being put are constantly expanding in industry, in the home, 
and on the farm. 

Steady progress also is being made in mining, for during 
the year 1930, although price declines reduced the value of 
the output, production was greater than ever before. Gold, 
silver, copper, lead, and zinc made new high records of out
put, that of gold reaching $43 million, while the erection of 
refineries during the year gives larger employment to labor, 
retains capital in Canada, and manifests confidence in the 
continuity of mineral production. It is noteworthy that 
Ontario mines disbursed ·$27,567,000 in dividends from the 
operations in 1930, or $700,000 more than in 1929. 

Summing up conditions in Canada, we can, I think, justly 
congratulate ourselves upon the inherent vigor and sound
ness of our general economic structure. The set-hack re
ceived has been a direct reflection of disturbed conditions all 
over the world. Whether the pull will be short or long we 
cannot foretell, but we do know that Canada has been 
through many periods of depression before and upon each 
occasion has emerged successfully. We know also that dur
ing the year under review hardship and suffering have been 
less prevalent in Canada than in almost any other country, 
and we can say of the expenditures that have been under
taken by the various governing authorities for the relief of 
unemployment that in the main they will be put to produc
tive uses that will tend to sp~ed up our development when 
trade recovery takes place. Furthermore, the fact that in 
this period Canada has been thrown so much upon its own 
resources and has paid more attention than ever before to 
the possibilities of its domestic market cannot but have 
effects which will be of lasting benefit to our industries. 

Montreal 
February, 1931 



INVESTMENTS OF FOREIGN CAPITAL IN 
ARGENTINA~ 

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

ACCORDING to the most reliable reports it can be 
fl. estimated that the volume of foreign capital invested 

in Argentina, at the end of 1930, amounted to 8,000 
million pesos national currency, S3,400 million, of which 
about 2,150 million pesos national currency were in public 
loans and short-term loans of the nation, the provinces, and 
the communities; about 3,400 million pesos in railroads; and 
the remaining 2,450 million pesos in mortgages, industries, 
and other private enterprises. 

Although there exists some discrepancy in the estimates 
regarding the amount of foreign capital invested in Argen
tina, the foregoing figures seem to us nearest to the truth. 
They are based on the calculation made by Engineer E. 
Bunge in October, 1927, and estimates of known investments 
subsequently made. 

Of all the countries of South America the largest invest
ments of foreign capital were made in Argentina. The dis
tinguishing characteristic of foreign investments in Argen
tina is that they have been made largely in railroads, indus
tries, and other private enterprises, while in the other South 
American countries foreign capital is placed in loans to 
governments or other public bodies. 

Comparing the two countries of major importance, Argen
tina and Brazil, we see that in the former, out of a total 
investment of foreign capital of about 8,000 million pesos 
national currency, 5,850 million pesos are placed in private 
enterprises and only 2,150 million pesos in governmental and 
other loans to public authorities; while in Brazil, of a total 
investment of foreign capital of 5,900 million pesos national 
currency, more than one half are national, provincial, or 
municipal loans. 

I Translated by the National Industrial Conference Board. 
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The total investment of foreign capital in private enter
prises in Argentina is higher than the total of investments of 
similar character in all the other South American republics 
combined. 

According to the estimate that we have mentioned, made 
by Engineer E. Bunge in 1927, the foreign investments in 
Argentina in that year were distributed in the following 
manner: 

In railroads ..................... 3,107 million pesos national currency 
In governmental loans ............ 1,750 " " '' " 
In mortgages.................... 718 " " " " 
In banks. . . . .. . . .. . .. . .. . . . . .. .. 208 " 
In other enterprises .............. 1,242 " ------------------Total •• , .••..•..•........... ,, 7,025 million pesos national currency 

The share of different countries in this total was as follows: 

British capital ....•............. .4,700 million pesos national currency 
North American capital. ........ , .1,150 " " " " 
Capital from other sources ......... 1,17 5 " " " " 

·Total .••.....•..•......••..... 7,025 million pesos national currency 

The investments of British capital are, as is shown, of 
greatest importance, their amount representing 67% of the 
total. It is well to remember that British capital was the 
first to be placed in Argentina. The first credit transaction, 
the public loan of 1824, was made in London, and private 
British capital began to be firmly established in the country 
since 1857. British capital has always preferred the rail
roads as a field of investment. This is seen from the follow
ing table taken from the quoted estimate, showing the dis
tribution of British capital investments in Argentina in 1927: 

In railroads ... , , , , , . , , , ..••. , ... 2,800 million pesos national currency 
In pu~licloans ........ : .. .. . .. .. 900 :: ;; ;; ;: 
In vanous other enterpnses .••.•. .1,000 

~-----------------Total ..• ,, .•.•.•.•.••••.••••. 4,700 million pesos national currency 

On the other hand, investment of North American capital, 
which is second in importance, is of very recent date. In 
1920, according to estimates of the United States Govern
ment, the total of North American capital invested in Argen
tina was only $40 million. But beginning in 1921 our 
country placed numerous governmental loans in New York, 
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and the total amount increased to S234.5 million in 1924. 
Subsequently large capital investments in electric industries, 
oil exploitation, refrigeration, etc., were added to the total of 
governmental loans. In 1927, according to the estimate of / 
Engineer Bunge, the amount had risen to S490 million. For 
1927, Mr. Max Winkler in his book "Investments of U. S. 
Capital in Latin America," estimates total United States 
investments in Argentina at S611,474,750. Actually, accord
ing to our computations, the total investment of North 
American capital in Argentina can be estimated at S720 
million, or about 1,700 million pesos national currency. 

Classifying the investments by groups we have in the 
foreground the railroads that have always occupied first 
place in the investment of foreign capital in our country, 
representing a little over 50% of the total investments. In 
the recent years, however, this percentage has tended to 
decrease because construction of new lines has been some
what impeded. According to the latest statistics, the capital 
of foreign railroad companies rose to 3,400 million pesos na
tional currency, of which the greater part is British capital, 
as has been seen above. 

With regard to this capital it is worth while to take into 
account the following estimates made by Engineer Bunge in 
the above-mentioned work: 

"The railroad capital previously commented on, is, 
naturally, that of 'investment.' It is probable that if a real 
inventory were actually made, according to the actual 
values, establishing the respective' reproduction' capital, the 
3,100 million pesos of investment would prove to be nearly 
5,000 million. There are, however, no reasons to use this 
method in a real inventory of foreign capital invested in the 
country. With our legal system the profits of the railroads 
are limited according to the capital invested without taking 
into account the valuation which a genuine and actual in
ventory would make manifest:' 

Pusuc LoANS 

After railroads, in order of importance, come the loans of 
the National Government, the Provinces, and the Municipal
ities. According to official data, made public in 1923 by the 
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General National Administration of Statistics, the external 
funded debt of the nation, provinces, and municipalities 
was at that time 944,500,000 pesos c/1. But in recent years 
great increases have occurred in the loans contracted by the 
nation to consolidate the floating debt, and many external 
loans were made by the provinces, principally in the period 
1923-1928. The following table shows external govern
mental loans and short-term loans placed in New York in 
the years 1923-1928: 

1923 ................... , . . . . . . . . . . . . . . . . . . . . . . . 40,000,000 dollars 
1924 .. ' .. ' ..................................... 38,000,000 " 
1925 ............................••............. 105,323,000 " 
1926 ..•• ; .................................•.. '. 75,820,000 " 
1927 ........• ' ...... ' ...•...................... 120,171,000 " 
1928. . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,440,000 " 

At the end of 1930, one can estimate the external loans of 
the nation, the provinces, and the municipalities at 2,150 
million pesos national currency. 

MoRTGAGES 

The foreign capital directly placed in mortgages in Argen
tina is estimated at 460 million pesos national currency. To 
this amount there is to be added about 246 million pesos 
national currency of Argentine mortgage certificates held by 
foreigners, according to an official estimate made in 1925 by 
the Commission for the Study of Mortgage Credit. 

In the mentioned estimate of Engineer Bunge, the total 
of mortgages was estimated at 718 million pesos, a figure 
which actually ought to be slightly increased. 

INDUSTRIES AND 0rHER ENTERPRISES 

Thi~ item is most difficult to estimate in these calcula
tions. In the quoted work the amount is placed at 1,450 
million pesos national currency in 1927. The same amount 
for that year is given in the "Balance of Payments" by C. 
A. Tornquist. Actually this figure amounts probably to 1,700 
million pesos, owing to the increase in large part in the 
investments of North American capital in electric companies 
and other industrial enterprises. 

Buenos Aires 
February, 1931 



COMPULSORY ARBITRATION IN AUSTRALIA 

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

AUSTRALIA, with an area of nearly 3 million square 
fl. miles, is divided into 6 states of unequal size, the 

largest being West Australia, 975,920 square miles, 
and the smallest the Island of Tasmania, 26,215 square 
miles. Of a population of nearly 6U millions, 66% live in 
New South Wales and Victoria, which comprise 13.36% of 
the area; and of this 66% about 53%, or over 35% of the 
total population, live in the cities of Sydney and Melbourne. 
This distribution of population has to be borne in mind when 
considering any problem, such as arbitration, which in
volves constitutional issues. 

CoMMONWEALTH AND STATES 

When the Australian colonies federated in 1901, certain of 
their powers were transferred to the Commonwealth, in
cluding "Conciliation and arbitration for the prevention and 
settlement of industrial disputes extending beyond the limits 
of any one state." 

At that time all the states except Tasmania had arbitra
tion systems or wages boards. Victoria had been the first 
to adventure in the field of wage regulation with the estab
lishment in 1896 of wages boards to prevent sweating in cer
tain industries. 

The first Commonwealth Arbitration Act was passed in 
1904. It constituted a Court of Conciliation and Arbitration 
consisting of a president, who was to be appointed from 
among the High Court judges. Until 1926 the court had 
arbitral but not judicial powers. 

It is clear that the framers of the constitution had in mind 
as the appropriate field of federal intervention those disputes 
which because of their interstate character were outside the 
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jurisdiction of any one state court; also that the power to 
be exercised was that of arbitrator rather than of regulator 
of wages and conditions of labor. 

However, circumstances led to the field and the authority 
being widened considerably. With a complacent court, access 
thereto was made easy. An interstate dispute could be 
manufactured merely by serving an exorbitant demand on 
employers in more than one state; its rejection constituted a 
dispute which, after the formality of a compulsory conference, 
was referred to the Federal Court. 

The act provided for the registration of federal trade 
unions, and, as long as a few members of a federal union were 
employed in an industry, that industry could be brought into 
the Federal Court even though the majority of its workers 
belonged to a state union and were working under a state 
award. 

With a membership scattered over the continent, the 
power and independence of the officials became considerable, 
and they have guarded it jealously by persistent objection to 
secret ballots or any supervision or regulation of the internal 
economy of their organizations. 

OvERLAPPING A WARDS 

The state courts had not been disposed to surrender their 
powers; consequently, as the Federal Court widened the 
field of its activity, overlapping and duplication of awards 
became a frequent occurrence. In 1927 Mr. Justice Higgins 
said that he knew of one large undertaking that was operating 
under 125 awards. 

Interpretation of the constitutional powers of the Com
monwealth lies with the High Court. In 1910 a decision was 
given limiting the jurisdiction of the Federal Court in the 
event of inconsistency between federal and state awards. 
The practical effect of the decision was that the higher award 
prevailed. As long as this decision held, the unions were 
able to play one court against the other, secure in the knowl
edge that they could not get less by appealing to one court 
than had been secured already in the other. 

The Federal Parliament tried on four occasions to obtain 
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complete powers by amendment of the constitution; but on 
each occasion the requisite majority was not obtained at a 
referendum of the people. The unequal distribution of 
population mentioned above makes the numerically smaller , 
states jealous of their rights vis-a-vis the Commonwealth. 

The confusion of overlapping awards continued until1928, 
when a further High Court decision overruled the original 
doctrine of inconsistency. This enabled the Commonwealth 
Parliament to amend the federal act and to provide for the 
paramountcy of federal awards. 

The serious friction and economic loss occasioned by over
lapping, duplication, and inconsistency of federal and state 
awards cannot be charged against compulsory arbitration, 
but has been caused by the interaction of two independent 
jurisdictions and accentuated by the Federal Court over
stepping the limits contemplated by the framers of the 
Cons ti tu tion. 

CoMMON RuLE 

Another constitutional limitation prevents the Federal 
Court from making an award a common rule of an industry. 
Only those employers who have been cited before the court 
are bound by an award. In 1926 the Commonwealth Council 
of Federated Unions stated that" in some cases unions have 
to serve logs and summonses on 10,000 employers. Several 
unions have to serve up to 5,000 logs and summonses." This 
limitation does not prevail in the state courts. 

DELAYS AND LENGTHY HEARINGS 

Much dissatisfaction with the Federal Court has been 
caused by long delays in hearing cases owing to the conges
tion of business. In 1928 the Commonwealth Attorney 
General stated in the House of Representatives that there 
were then awaiting hearing 45 disputes that involved 96 
claims, including cases partly heard, 103 applications of 
various kinds, and 12 appeals. Nine cases had been listed 
for 2 years and upwards, 40 for 1 year, and 30 for 6 months 
and upwards. The average waiting time of the cases then 
before the Court was approximately 8 months. 
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Discontent has also been caused by the time occupied in 
the hearing of cases. The Clothing case took 9 months and 
the Commercial Printing case 7 months. 

OBSERVANCE OF AWARDS 

Although the great majority of awards are kept, militant 
bodies such as the coal miners, seamen, and waterside work
ers have caused prolonged stoppages and heavy financial 
losses by striking against awards of the Court. An employer 
can be compelled to observe an award, but experience has 
shown that a large body of men cannot be compelled similarly 
if their leaders choose to call a strike. 

The following statistics for 1925-1929 are taken from the 
Labor Report issued by the Commonwealth Statistician. 

Number of Work people Working Days Estimated Loss 
Disputes Involved Lost in Wages 

New South Wales ....... 1,486' 545,981 6,731,465 £7,439,251 
Victoria ............... 108 53,874 1,694,174 1,508,729 
Queensland ............ 97 59,278 752,286 583,163 
South Australia ........ 57 16,063 157,458 123,548 
West Australia., .. , .. ,. 54 11,533 189,409 128,543 
Tasmania ............. 29 2,835 32,023 24,421 
Territories .••.......... 15 2,799 44,353 37,062 

Total ............... 1,846 692,363 9,601,168 9,844,716 

It will be noticed that New South Wales was responsible 
for nearly 80% of the disputes. This was due principally to 
the fact that 1,301 out of 1,846 disputes, or 70%, were in the 
mining group, involving 57% of the total loss of working 
days. The majority of the disputes causing this high per
centage were in the coal-mining districts of New South Wales. 

The coal-mining industry does not come under the juris
diction .of the Federal Court. A serious strike in 1916 caused 
the Prime Minister to intervene and under the War Pre
cautions Act to constitute a board outside the Arbitration 
Court to fix wages and conditions, including the selling price 
of coal. In 1920, following further unrest, the Federal Parlia~ 
ment passed an Industrial Peace Act, which provided for 
tribunals independent of the Arbitration Court in any in
dustry operating in more than one state. The tribunals were 
clothed with even greater powers than those possessed by 
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the Arbitration Court, but the Act has been applied only to 
the coal industry and has met with little or no success. 

The relative monopoly enjoyed by the coal-mining in
dustry enabled it to pass on the costs incidental to increased, 
wages and shorter hours. Whereas between 1913 and 1928 
the general average of wholesale prices in New South Wales 
increased 59%, that of coal increased by 127%. 

The means whereby an award can be enforced against the 
will of militant trade union leaders is one of the most difficult 
problems of compulsory arbitration. 

WAGE FIXING 

Basic Wage 
The Victorian Wages Boards were formed to check sweat

ing. The idea of a basic or living wage came later. The 
occasion of the fixing of the federal basic wage was in the 
nature of an accident. The "New Protection" policy, later 
declared unconstitutional> of the labor government was 
embodied in an act which provided that excise duties would 
not apply to goods manufactured in the Commonwealth 
under conditions as to remuneration of labor which were, on 
application to the President of the Arbitration Court, declared 
to be fair and reasonable by him. In this capacity Mr. 
Justice Higgins in 1907 heard an application in respect of a 
harvester factory. He declared that such a standard should 
be "the normal needs of the average employee regarded as a 
human being living in a civilized community." 

He found that in Melbourne the average necessary ex
penditure on rent, food, and fuel in a laborer's household of 
"about five persons" was 32s.j5d.,and he fixed 42/-per week 
as the fair and reasonable wage in connection with that ap
plication. Although this rate was based solely on Mel. 
bourne evidence and, as later admitted by the judge himself, 
on incomplete evidence, it was applied by the Court to other 
places and has been regarded as the federal standard ever 
since. The family of five has become the Coures typical 
family, although it was pointed out by Mr. Justice Pidding
ton in 1921 that this provided for 450,000 nonexistent wives 
and 2.1 million nonexistent children. 
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Until1913 the Court heard direct evidence in respect of 
variations in costs, but since that date purchasing power of 
money index numbers prepared by the Commonwealth Stat
istician have been ·adopted, and the practice now is to have 
quarterly adjustment based on the index number of the pre
vious quarter. In 1921 Mr. Justice Powers added 6d. per 
day to the wage thus ascertained to cover current fluctua-

. tions in the cost of living. This has become in effect part of 
the basic wage. 

The index numbers used by the Court at that time were 
the only measure of the cost of living available. They cover 
food, groceries, and housing. The Court assumes that cloth
ing and miscellaneous expenditure comprise about 40% of 
the total expenditure and vary in the same ratio as the index 
number varies. That this is not so was shown by the Com
monwealth Statistician in 1930, when he submitted to the 
Court, which was enquiring into the basic wage, a compara
tive statement of the results obtained by the application of 
the above index number and of an index number comprising 
food, groceries, rent of 4 and 5 rooms, clothing, and mis
cellaneous expenditure. The comparison showed that from 
1925 to June, 1930, the Court's index number led to a wage· 
of from 4% to 6% higher than the total household expendi
ture number. This addition to the basic wage together with 
the 6d. per day awarded by Mr. Justice Powers had the 
effect of increasing real wages from 1922 to 1930 by from 
7% to 10%. 

The more serious effect, however, of basing wages on costs 
of living is that the productivity of industry, which is the final 
source of wages, is ignored. The British Economic Mission 
to Australia in 1928 observed that "A system of wage fixa
tion resting upon a basic money wage which rises or falls with 
a varying index figure of the cost of living is open to the 
gravest criticism as tending to deprive employees of any 
interest in the prosperity of the industry with which they are 
connected." 

In his article, "The Economic Situation in Australia 
1918-23," published in "The Economic Journal," March, 
1924, Professor D. B. Copland remarked: "The general 
result is that in years of rapidly rising prices wages lagged 
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behind when the productivity of industry might have justi
fied higher rates, but in the period of depression wages are 
relatively higher than before and the readjustment is slow. 
This shows the rigidity of the arbitration system and the/ 
difficulties that arise through the regulation of industrial costs 
on so artificial a standard." 

The pertinency of Professor Copland's remarks is demon
strated by the recent enquiry by the Arbitration Court into 
the basic wage. An application for reduction was made by 
the Railways Commissioners in August, 1930. Maneuvres 
by the unions and the labor government delayed the hear
ing until October20,and the enquiry lasted until January 15. 
The Court refused to make any variations in the basic wage 
or in the method of calculation thereof without further en
quiry, but ordered for a period of twelve months and there
after until further order a reduction of all wage rates by 
10%. This applies automatically to those industries which 
joined in the application, but other industries have to apply 
to the Court before the reduction can be made in their 
industries. 

MARGINS FOR SKILL 

The competency of a judge to appreciate the nice points of 
distinction in the higher ranks of labor has been questioned 
by some of the judges themselves when dealing with margins 
for skill. Existing practices have been accepted as a guide, 
but it is probable that the skilled workman has suffered com
pared with unskilled labor. It has been the practice of the 
Federal Court not to vary the margins for skill in proportion 
to the cost of living. During the War Mr. Justice Higgins 
declined to do this, although he recognized that the extra 
commodities which the skilled man usually purchased with 
his margin became almost as indispensable in his social 
habits as the commodities purchased by the unskilled man. 
It can hardly be disputed that the practice of the Court has 
had the tendency to lessen the incentive to technical train
ing. Dr. Benham in "Prosperity of Australia" points out 
that according to the census returns the number of persons 
working "on their own account" increased by nearly 93% 
between 1911 and 1921. He surmises that this may have 
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been due to the reduction in the secondary wage, and if so 
the effect on the efficiency and organization of production 
has probably been adverse. Another effect pointed out by 
the Royal Commission on National Insurance is that young 
men were attracted into the ranks of unskilled labor, and as 
a result of their following blind alley occupations they eventu
ally became unemployed and had only a limited opportunity 
to obtain continuity of employment. 

.Dr. Benham remarks that "the lesson seems to be that 
attempts to reduce inequality of earnings through wage
regulation (involving interference with price mechanism) 
affect adversely both the community as a whole and wage
earners themselves." 

MINIMUM WAGE 

The minimum wage, to quote Mr. Justice Higgins, is the 
rate fixed "in respect of a' given occupation, for the class of 
employees engaged in that operation, on the basis of the 
qualifications required of an average member of that class." 

The obligation to pay and to accept the minimum wage has 
been the cause of much dispute. 

The High Court confirmed Mr. Justice Higgins' dictum 
that, although the employer was bound, it was not a breach 
of an award, unless expressly provided, for an employee to 
refuse to accept employment at the minimum wage, but 
this judge and others have ruled that, without limiting the 
right of the individual as such, it is a breach of an award for 
individuals in combination to try to compel employers to 
pay more than the minimum rate. In some later awards 
the union and its members have been bound unless em
ployers 1:lect to pay a higher rate. 

PAYMENT BY RESULTS 

Trade unions have been hostile to all forms of remunera
tion based on payment by results although it is practiced in 
many industries, including mining, shearing, and clothing. 
In 1927 awards in respect of engineers and blacksmiths pro
voked widespread hostility. The unions refused to work 
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under the piece-work provisions, and the support of the 
other trade unions was so strong that this portion of the 
award has not been applied. 

HIRING SYSTEMS 

In 1920 the Court introduced the principle of weekly 
hiring, and, although experience has shown that safeguards 
are necessary in the interests of employers, this system has 
been extended to many industries. The employee is engaged 
week by week; his employment is terminable by a week's 
notice on either side; he receives payment for specified 
public holidays and for absence from work through sickness 
up to six and in some cases ten days in a year. The em
ployer does not pay for time lost through causes for which he 
cannot reasonably be held to be responsible. Decisions have 
narrowed the interpretation of employers' responsibility, 
but it varies with the character of the industry. Generally 
employers have opposed the system on the grounds of abuse, 
and in 1927 Judge Beeby warned the unions that if they at
tached importance to the method of hiring they must co
operate with employers in preventing it from being brought 
into disrepute. 

HouRs or LABoR 
Up to 1920 the standard in normal industries was 48 hours 

per week. In that year Mr. Justice Higgins declared that the 
industrial position was favorable to a general reduction and 
awarded a 44-hour week in the timber and engineering 
industries. 

Following this decision the Commonwealth Parliament 
amended the act to provide that only the Full Arbitration 
Court could increase the standard hours of an industry or 
reduce them to less than 48 hours per week. In 1921 the 
Full Court decided that on account of the general depression 
the 48-hour standard should not be reduced. In 1927 in 
what was regarded as a test case the 44-hour week was 
sanctioned, and there was a flood of applications and much 
discontent at the inevitable delay in hearing the cases. Since 
then the tendency has been to maintain the shorter working 
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week where it had been granted, but n~t to extend it to other 
industries. In New South Wales and Queensland a 44-hour 
week was established by state legislation. Subsequently 
it was withdrawn, but in the case of New South Wales has 
been reintroduced. 

In metalliferous mines the hours underground are 44-
bank to bank in Queensland and New South Wales. At 
Broken Hill in New South Wales they are 35. 

EcoNOMIC CoNSEQUENCES 

The Federal Arbitration Act has been amended thirteen 
times in sixteen years. The states have been almost as 
prolific in amendments to their systems. After all these 
years of experimental legislation a scheme of compulsory 
arbitration which will be acceptable to all parties has not 
been found. 

The British Economic Mission reported that "by work
men's representatives, not less emphatically than by rep
resentatives of the employers, it has been consistently rep
resented to us that the Arbitration Courts are not achieving 
their purpose, and that a system designed to arrive by 
judicial decisions at fair and prompt settlement of industrial 
disputes such as could be fully accepted by both sides must 
be upheld to have failed." 

They stated the most important of the reasons as being: 
(1) the spirit of antagonism inseparable from litigation; (2) 
the delay occasioned by the necessity for the collection and 
presentation of detailed evidence in a form acceptable to 
a Court; (3) the expense of time and money by litigants 
in attendance at the Court; (4) the subject matter of the 
questions brought before the Court is not of a nature with 
which judicial tribunals are best fitted to deal. 

They considered that a change in method appeared to 
them to be essential and that there should be a minimum of 
judicial and governmental interference except in matters 
affecting health and safety. 

Nevertheless, the result of the Federal Election in 1929, 
mentioned in my article published in Volume IV of this 
series, showed clearly that a large majority of the people 
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still favor compulsory arbitration and that its abolition is 
politically impossible. 

Through the agency of the various tribunals there has been 
a steady and progressive increase in the nominal wage level , 
and an equally uniform improvement in the working condi. 
tions of employees. An increasing number of workers have 
been brought within the ambit of wage-fixing tribunals, 
including many engaged in state instrumentalities. Conse
quently the basic wage has been applied to a larger number 
of workers. 

That to a large degree the rise in wages has been illusory 
is shown by Table A, taken from the Labor Report, 1929, 
issued by the Commonwealth Statistician. From 1912 to 
1920 effective wages with or without allowance for unem
ployment were lower than in 1911, and from 1921 to 1929 the 
average was about 9% for full work, and, allowing for unem
ployment, 4% above the 1911 standard. In 1929 the latter 
had fallen to under 1%. 

Professor Copland in an article on "The Australian Prob
lem" in the Economic Journal, December, 1930, says: "The 
steady upward trend of unemployment must be regarded as 
an indication of the development of a wage rate somewhat 
beyond the capacity of industry." 

Dr. Benham in "The Prosperity of Australia" remarks 
that "taking everything into account, an increase of 1 per 
cent in the percentage of unemployment due to unwise 
wage fixing would probably more than offset any gain arising 
from the prevention or settling of industrial disputes through 
arbitration." 

Table B shows that the increase in nominal wages has not 
been accompanied by an increase in relative productive 
activity, and that the burden of increasing costs has been 
thrown onto the primary industries. 

There is no indication that wage fixing has increased the 
share of the worker at the expense of capital in the manufac
turing industries. As shown in the added value column, in
creased costs have been passed on. 

The primary industries are handicapped by the fact that 
a large proportion of their output is exported. 

12 
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AusTRALIAN PRoDUCTION AND ExPORTS, 1919 To 1929 

Percentage of 
Exports as Exports as 

Percentage of Percentage of Total Production Total Exports Production 

Agriculture ••.•.•.•...••••••.. 22.01 25.16 37.78 
Pastoral. .................... 26.34 53.16 66.71 
D~iry and farmyard ....•.•••.. 11.31 6.84 19.99 
Mmmg •••••••••••••••••••••. 5.35 9.55 58.97 
Forestry and fisheries ...•...... 2.84 1.42 16.56 

TOTAL PIUMAllY PRODUCE •••• 67.85 96.13 46.83 

MANUFACTURING •••••••• , ••.•. 32.15 3.87 3.97 

In 1928-1929, 89.4% of the wool produced was exported, 
62.2% of the wheat, and 61.6% of the metals. 

Compensation in the shape of bounties has been given 
in respect of sugar, butter, wine, dried fruits, canned fruits. 
The principal staples, wool and wheat, however, have been 
left to face the full blast of world's prices. 

TABLE A: UNEMPLOYMENT, NoMINAL AND EFFECTIVE WAGE 

INDEX NuMBERs, 1911 To 1929 
Source: Labor Report, 1929 

Rate of Wage 
Effective Wage Index Numbers Allowing 

for Lost Time Index Numbers 
Nominal Percentage Retail 

Year Wage Unem• Recom• Price 
Index ployed puted Index Allowing 

Numbers Actual Bue, Numbers Full Work for Unem-
1911"' ployment 
1,000 -----------------------

1911 1,000 4.7 953 1,000 1,000 1,000 1,000 
1912 1,051 5.5 993 1,042 1,101 955 946 
1913 1,076 5.3 1,021 1,071 1,104 975 970 
1914 1,081 8.3 991 1,040 1,140 948 912 
1915 1,092 9.3 990 1,039 1,278 854 813 
1916 1,144 5.8 1,078 1,131 1,324 864 854 
1917 1,226 7.1 1,139 1,195 1,318 930 907 
1918 1,270 5.8 1,196 1,255 1,362 932 921 
1919 1,370 6.6 1,280 1,343 1,510 907 889 
1920 -1,627 6.5 1,521 1,596 1,785 911 894 
1921 1,826 11.2 1,621 1,701 1,697 1,076 1,002 
1922 1,801 9.3 1,634 1,715 1,600 1,126 1,072 
1923 1,805 7.1 1,677 1,760 1,700 1,062 1,035 
1924 1,840 8.9 1,676 1,759 1,681 1,095 1,046 
1925 1,861 8.8 1,697 1,781 1,722 1,081 1,034 
1926 1,914 7.1 1,778 1,866 1,786 1,072 1,045 
1927 1,946 7.0 1,810 1,899 1,766 1,102 1,075 
1928 1,963 10.8 1,751 1,837 1,760 1,115 1,044 
1929 1,972 11.1 1,753 1,839 1,822 1,082 1,009 

NoTE: For years prior to 1914 the nominal wage index numbers and the per
centage unemployed relate to the end of the year only, but from 1914 onward these 
figures in addition to those for retail prices are averages for the whole year. 



AUSTRALIA 323 

Australia is a debtor country. She has to pay abroad an
nually approximately £36 million for interest and services. 
It is essential, therefore, that her internal price l~vel shall be 
such as will enable her to produce profitably those goods for / 
which there is an overseas market. She was able to carry on 
precariously until 1929 by borrowing abroad roughly the 
equivalent of her overseas indebtedness, and good prices 
and fair seasons enabled her export industries to bear the 
cost of the tariff, estimated by the Tariff Committee ap
pointed by the Prime Minister at about eight per cent of 
costs in these industries in 1926-1927. 

TABLE B: RELATIVE PRoDucTIVE AcTIVITY AND PRICE 

PRODUCTION INDEX NuMBERS, 1911 To 1928-1929 
Source: Commonwealth Yearbook 

Production Prices Index Numbers 
Relative Value 

Estimated 
Relative Pro-

Year Primary Manufacture• of Production ductivity 
Production Added Value Total per Head lndes: Numben 

1911 1,000 1,000 1,000 1,000 1,000 
1912 1,081 1,071 1,078 .. .. 
1913 1,058 1,108 1,074 .. .. 
1914 1,292 1,130 1,238 .. .. 
1915 1,348 1,130 1,288 

9i6 1916 1,509 1,164 1,412 1,293 
1917 1,669 1,246 1,546 .. .. 
1918 1,777 1,285 1,632 .. .. 
1919-1920 2,070 1,511 1,887 .. .. 
192Q-1921 1,940 1,780 1,888 

t,sis 1921-1922 1,464 1,872 1,629 932 
1922-1923 1,711 1,872 1,774 .. .. 
1923-1924 1,924 1,925 1,925 
1924-1925 1,906 1,973 1,930 1,877 873 
1925-1926 1,774 2,030 1,880 1,748 930 
1926-1927 1,679 2,054 1,835 1,778 969 
1927-1928 1,865 2,074 1,953 1,764 903 
1928-1929 1,678 2,039 1,831 1,716 937 

The cessation of overseas borrowing in 1929 followed by 
the catastrophic fall in wholesale prices of wool, wheat, 
butter, and metals has confronted her with a major crisis, and 
a reduction of production costs is imperative. Experience 
leads one to fear that the Arbitration Court method of ad
justing wages is too slow and cumbersome to deal effectively 
with such an emergency. On the other hand, by providing 
a means whereby the pros and cons of wage reduction can 
be argued in open court, it may bring about what is necessary 
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without the distress and turmoil of extensive strikes. It re
mains to be seen, however, whether the exigencies of the 
crisis will permit of such a leisurely method of adjustment. 
Unemployment is increasing, profits are disappearing, and 
the problems of meeting high costs of government are be
coming so acute that dire necessity may pre-empt the posi
tion. 

In addition to the authorities quoted, extensive use has 
been made in this article of Mr. Anderson's "Fixation of 
Wages in Australia,, published by Macmillan & Co., a valu
able survey of the methods and actions of industrial tribu
nals in Australia. 

Melbourne 
January, 1931 



ECONOMIC CONDITIONS IN JAPAN AT THE BE-' 
GINNING OF 1931 

Report of Baron Koyata Iwasaki, President, Mitsubishi Company, Tokyo 

GENERAL SuRVEY or DEVELOPMENTS IN 1930 

THE past year has been a very eventful period in the 
economic history of this country. Not only has the 
phenomenal debacle of prices dislocated the basis on 

which agriculture and industry have been wont to work for a 
long time, but the adjustment has been the greater since that 
basis remained at an artificial level after the conclusion of 
the Great War. This basis was jerked out of its equilibrium 
by the return to the gold standard early in the year. The 
necessary adaptation to the higher exchange value of J apa
nese currency had not been completed when the world-wide 
slump of 1929 and 1930 occurred, hence the severity of the 
price decline in this country, which was greater than in other 
leading countries equally affected by the depression. 

Notwithstanding the additional strain of the return to 
gold standard, the national economy has shown a high degree 
of elasticity in weathering the crisis. Although at the price 
of bitter sacrifices, the price index has now been reduced to 
international level, while at the opening of 1930 prices were 
still about 7.8% higher than in the leading countries of the 
West. 

FINANCE, BANKING, AND THE MoNEY MARKET 

The national budget for 1931-1932 continues the policy of 
retrenchment initiated a year and a half ago. The reduction 
in the general account represents 325 million yen from the 
total of 1,773 million yen for the year 1929-1930. The govern
ment policy of restricting the issue of national bonds is still 
adhered to, but a special loan of 35 million yen has been pro
posed for the relief of unemployment. 

The note issue experienced a gradual contraction due to 
the reduced demand for funds and the outflow of gold, the 
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daily average for the second half of 1930 totalling 1,092 
million yen compared with 1,267 million yen for the cor
responding period of 1929. 

The outflow of gold during 1930 amounted to 308 million 
yen, against which there were receipts of about 61 million 
yen, resulting in a net loss of specie of 247 million yen, of 
which, however, 80 million ye.n were shipped for investment 
abroad. The excess of the fiduciary note issue, consequently, 
increased compared with the previous year, and the ratio 
of the specie reserve to the note issue declined. The develop
ment of the ratio of the gold reserve to note circulation is 
shown in the following table: 

Toul of 
Noce lAue 

Gold Note~ Resa'V1l 
Plus Cur. 

Reserve rent 0.,.. 
Date Resa'V1l Iss..ed Rate posits with Rate 

the Bank 
of Japan 

Million Million Per Million Per 
Yea Yea Catt Yea Cent 

1930, January 11 ..... 1,073 1,253 85.6 1,776 60.4 
1931,January 10 .•... 826 1,117 74.0 1,456 56.8 

DEVELOPME:r,"T or GoLD RESERVE AND NoTES IssuED 

In thousand yen 

&tessive 
Nom bsued 

Gold Notes ~:difj Date Reserve Issued Fiduciary 
Issue Year 

1927, December 31 .••.......... 1,062,737 1,681,390 499,653 1,24{),509 
1928, December 31 ............. 1,061,636 1,739,096 557,459 1,272,457 
1929, December 31 ••........... 1,072,273 1,641,851 449,578 1,259,888 
1930, December 31 ............. 825,998 1,436,295 490,297 1,092,667 

Considering the depressed conditions of business, the low 
rates of interest, and the lethargic state of the stock exchange, 
bank earnings showed a general reduction compared with 
previous terms. No banking failure of importance occurred, 
however, as the atmosphere had been effectually cleared by 
the financial crisis of 1927. 

In spite of the low level of interest rates, long-term credit 
continues to be greatly restricted, and the issue of company 
debentures has been reduced to a minimum. Capital issues 
during the year showed a sharp decrease of 329 million yen 
to a total of 1,226,960,000 yen. 
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CAPITAL IssuEs IN 1930, INcLUDING CoNVERSIONS 

Increase or 
Type of Issue 1930 Decrease <Am pared 

with 1929 

Government bonds ...................... 590,220 +165,925 
Municipal bonds ........................ 70,385 -2,123 
Bank debentures ........................ 412,888 -48,630 
Company debentures .................... 153,470 -444,593 

Total. ......................... · .. ··. 1,226,964 -329,421 

Deposits with commercial banks showed a substantial 
decrease since the aholition of the gold embargo. The de
crease is very marked as regards deposits with secondary 
banks, fixed deposits with first-class banks continuing to show 
ary. increasing tendency. 

DEVELOPMENT OF DEPOSITS 

In thousand yen 

Nov.,l928 Nov.,l929 Nov.,l930 

------
Deposits with commercial 

banks .................. 9,161,936 9,090,386 8,524,604 
Money in trust ............ 1,003,723 1,168,883 1,178,650 
Deposits with savings banks. 1,234,150 1,417,042 1,527,935 
Postal savings ............. 1,751,035 2,045,006 2,322,765 - ------Total. ................. 13,150,844 13,721,317 13,553,954 

Increase or Decrease 
Compared with 

1928 1929 ------
-637,332 -565,782 
+174,927 + 9,767 
+293,785 +110,893 
+571,730 +277,759 ----+403,110 -167,363 

In reaction to the long-continued decline, the bond and 
share market showed a better feeling towards the end of the 
year, coupled with an increase in transactions. The advance 
was natural enough in view of the continuous decline for 
more than two years, but cannot be regarded as a prelude 
to an early revival on the stock market. 

Although money rates show a slightly rising tendency on 
account of the abolition of the gold embargo and the conse
quent outflow of gold, the prevailing business depression 
and the decrease in the demand for funds combine to keep 
interest rates low. The Bank of Japan reduced its official 
discount rate on October 7, 1930, from 5.47% to 5.11 %, and 
a further reduction may be realized in the near future. 
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CoMPARISON or MoNEY RATES IN JAPAN AND THE 

UNIT ED STATES 

Call Money Discount Rates 

Tokyo Osaka New York 

Year Prime Tokyo New York Ordinary Spinner' a Banktrs' 'Commercial Bills Acceptance, 
Paper 90 Days 

Maxi· Mini· Maxi· Mini- Maxi- Mini· Maxi- Mini- Maxi· Mini· 
mum mum mum mum mum mum mum mum mum mum 

1927-
1st half, average .... 5.12 4.72 4.75 3.86 7.75 6.45 6.90 5.73 3.82 3.75 
2nd half, " .... 4.24 3.37 4.58 3.54 7.57 5.65 6.13 3.83 3.40 3.32 

1928-
1st hal~ " 4.03 2.52 5.92 4.37 6.62 4.16 5.18 3.32 3.88 3.67 .... 
2nd hal, " 4.07 2.86 9.83 5.73 6.53 4.03 4.85 3.43 4.67 4.56 .... 

1929-
1st half, " 4.05 2.99 13.67 6.42 6.48 4.02 4.82 3.21 5.40 5.17 .... 
2nd half, .. 4.05 3.06 10.20 5.33 6.35 4.10 4.85 3.21 4.90 4.67 .... 

1930-
lst half, " 4.03 3.44 4.33 3.00 6.39 4.20 4.85 3.54 3.27 2.88 .... 
2nd half, " 4.06 3.56 2.67 1.92 6.53 4.57 4.85 3.91 1.88 1.88 .... 

PRICE CoNDITIONs 

The adjustment of the Japanese wholesale price index to 
international conditions has made further progress, the de
cline during 1930 having reached 22.2%, compared with 
18.9% for the United States, and 18.7% until November, 
1930 for Great Britain. The respective index figures for the 
three countries are 119, 103, and 104, but the index for Japan 
is vitiated by the inclusion of Japanese specialities that 
cannot be compared internationally. Confining the com
parison to international commodities, the Japanese index 
works out at 105, which is almost identical to the figures for 
the United States and Great Britain. 

Since the middle of October, 1930, the tendency of the 
general~price index has been fairly stable owing to firmness 
in the quotations of some important commodities such as raw 
silk, cotton yarn, rice, sugar, copper, and cement. 

Commodity 

Raw silk ..••.••...... 
Cotton yarn ......... . 
Rice ..•....•......•.. 
Sugar ............... . 
Copper .............. . 
Cement .........•.... 

Middle of January, 
1931, in Yen 

710.00 
137.78 
17.80 
14.80 
58.30 
3.65 

540.00 (Oct. 7} 
127.00 (Oct. 6} 
17.20 (Nov. 6) 
13.57 (Nov. 12) 
55.70 (Oct. 27) 
3.20 (Oct. 6 to Nov. 25) 
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Retail prices have not declined to the same extent. as 
wholesale prices. The declining tendency has, however, been 
intensified in the latter half of 1930, the rate of decline during 
this period reaching 10.3%, as against 8.8% for the first / 
half of the year and 6.6% for the latter half of 1929. The 
index of retail prices in December, 1930, reached 140-July, 
1914 = 100-a reduction during the whole year of 18.1 %. 

DEvELOPMENT or PRICE INDEX CoMPARED WITH FoR

EIGN CouNTRIES 

Base, 1913 •100 

Rate of 
Dedine 
from 

Country and Index 
Mar., June, Dec., June, Dec., 

June, 1920 1929 1929 1930 1930 Dec., 
1929 1929 
Per Per 

Cent Cenr - - - - - -
Japan Wholesale General price index ... 337 167 153 135 119 28.7 22.2 

price 
mdex 

Commodities of do-
mestic consumption 366 222 204 184 170 23.4 16.7 

Commodities of inter-
national consump. 
tion .............. 329 152 140 122 105 30.9 25.0 

Grain .••..•..•.•.•. 266 147 134 114 88 40.1 34.3 
Foods ....•.......•. 275 191 183 165 149 22.0 18.6 
Clothing ............ 383 141 123 101 87 38.3 29.3 
Metals ............. 362 140 121 107 90 35.7 25.6 
Building materials .... 367 200 176 158 145 27.5 17.6 
Fuels ............•.. 348 179 178 158 141 21.2 20.8 
Miscellaneous ..•• , .. 337 171 161 148 135 21.1 16.1 

Retail price index ............... 
iis 

183 171 156 140 23.5 18.1 
United States wholesale price index ...... 136 127 115 103 24.3 18.9 
Great Britain wholesale price index ....... 308 133 128 113 1041 21.8 18.8 

1 November. 

INDUSTRIAL AND CoMMERCIAL SITUATION 

Industrial production during the last half of 1930 was 
considerably reduced, a tendency quite contrary to the 
previous ten years. The average production index, compiled 
from eight important commodities during five months ending 
November, 1930, declined considerably below the normal 
annual rate of progression. 
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Year' Real Index Trend Figure Difference 

1927 ......................... 138.07 136.57 +1.50 
1928 .•••.••....•...•........ 146.22 145.50 +0.72 
1929 ..•.•................•.. 168.00 154.43 +13.57 
1930 ........................ 149.05 163.36 -14.31 

1 Average for five months ending November. 

Depressed market conditions during the greater part of 
1930 have led to a widening restriction of output, while 
agreements as to sale in various forms or even new combina
tions have been established. 

The principal restrictions of output now in force are 34.4% 
for cotton spinning, 35% for spun silk yarn, 15% for arti
ficial silk, 35% for printing paper, 10% for newsprint paper, 
55% for superphosphate of lime, 45% for bleaching powder, 
and 53.2% for cement. The output of steel products is also 
variously restricted, and the production of copper will be 
reduced in 1931. 

The effect of the restriction of output is seen in the fact 
that while stocks of commodities at the end of June, 1930, 
were 13.2% larger than a year ago, this condition was re~ 
versed at the end of the year, when a decrease of 24.6% was 
shown compared with the end of 1929. 

The recession in business transactions was further ac
centuated during 1930, as reflected in the pronounced reduc
tion of railway goods traffic, movement of goods at ware
houses, and bank clearings, which showed a reduction of 
13.6%, 18.3%, and 18.8% respectively compared with the 
preceding year. 

Owing to the marked reduction of business transactions 
and the extraordinary decline in prices, company earnings 
diminished to a serious exte.nt. 

PROFIT AND DIVIDENDS 

In thousand yen 

Net profits, yen .•........................... 
Ratio to paid-up capital ..................... . 
Dividends, yen ............................. . 
Ratio to paid-up capital .......•............. ·I 

1929 1930 
276 Companies 268 Companies 
March-August March-August 

214,566 
10.7% 

176,257 
8.8% 

154,262 
7.6% 

142,456 
7.0% 
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The shrinkage in national purchasing power is evidenced 
by the marked reduction in value, though not in volume, of 
the rice and cocoon crops. Wage reductio.ns and unemploy
ment were additional factors in depressing the buying volume. , 

1929 1930 

Rice crop 
value-yen............................... 1,768,865,511 1,170,435,140 
volume-koku............................ 59,557,694 66,882,008 

Cocoon crop 
value-yen. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 655,001,070 304,245,768 
volume-kwan. . . . . . . . . . . . . . . . . . . . . . . . . . . . 102,093,194 106,464,516 

Labor disputes against wage reduction......... 171 446 
Unemployment, Octoberl.. . . . . . . . . . . . . . . . . . . . 292,324 374,140 

l Estimates compiled by the Bureau of Social Affairs, excluding agricultural 
labor. 

The development of foreign trade in 1930 shows a serious 
shrinkage in both exports and imports. It is noteworthy, 
however, that the tendency towards a less unfavorable trade 
balance continues, the excess of imports in 1930 showing the 
lowest record since 1918. 

FoREIGN TRADE INcLUDING CHosEN AND TAIWAN DuRING 

1930 
In thousand yen 

Year Expom Imports Total 
EJ:Cessof 
lmpom 

1927 .................. 2,065,048 2,358,658 4,423,706 293,610 
1928 .................. 2,038,000 2,372,799 4,410,799 334,799 
1929 .................. 2,217,579 2,388,548 4,606,127 170,969 
1930 .................. 1,518,551 1,680,061 3,198,612 161,510 

The decline in exports was mainly due to the reduced value 
of raw silk, silk tissues, and cotton tissues, which was re
sponsible for 81.7% of the total decrease. The decline in 
imports was more widely spread, but raw cotton, wool, and 
iron and steel products made up nearly one half of the total 
decrease. 

PRESENT PosiTION AND OuTLOOK 

Serious as the present world-wide economic crisis appears 
to be, a crisis which is fully shared in this country, the situa-



DEVELOPMENT OF ExPORT TRADE OF THREE IMPORTANT CoMMODITIES DuRING 1930 
In thousand yen 

I Decreaoe Compared with 

1928 1929 1930 1928 1929 

Amount PerCent Amount 

Total export: Japan proper ............................. 1,971,955 2,148,618 1,469,850 502,105 25.5 678,768 
Total export; raw silk, cotton tissues, and silk tissues ....... 1,218,974 1,343,702 789,472 429,502 35.2 554,230 
Others ......................... · .. ··················· 752,981 804,916 680,378 72,603 9.6 124,538 
Raw silk: value ....................................... 732,697 781,040 416,647 316,050 43.1 364,393 

volume in bales .............................. 547,964 574,849 469,896 78,068 14.2 104,953" 
Cotton tissues: value .................................. 352,218 412,707 272,117 80,101 22.7 140,590 

volume in thousand square yards .......... 1,418,798 1,7-90,560 1,571,825 (+) 153,027 10.8 218,735 
Silk tissues: value ..................................... 134,059 149,955 100,708 33,351 24.9 49,247 

DEVELOPMENT oF IMPORT TRADE OF THREE IMPORTANT CoMMODITIES DuRING 1930 
In thousand yen 

Decrea•e Compared with 

PerCent ---
31.6 
41.2 
15.5 
46.7 
18.3 
34.1 
12.2 
32.8 

1928 1929 1930 1928 1929 

Amount PerCent Amount PerCent ---
1,546,075 Total import: lapan proper ............................. 2,196,314 2,216,240 650,239 29.6 670,165 30.2 

Total import o raw cotton, iron and steel, and wool ......... 811,197 834,553 528,283 282,914 34.9 306,270 36.7 
Others ............................................... 1,385,117 1,381,687 1,017,792 367,325 26.5 363,895 28.3 
Raw cotton: value .................................... 549,942 573,016 . 362,048 187,894 34.2 210,968 36.8 

Iron and steet~~iu~ ~~ ~~~~~-- ... ·. ·. ·.: : : : : : : : : : : : : : : : : : : : : : 
9,755,173 10,789,571 9,573,486 181,687 1.9 1,216,085 11.3 

149,383 159,722 93,628 55,755 37.3 66,094 41.4 
Wool: value .......................................... 111,872 101,815 72,607 39,265 35.1 . 29,208 28.7 
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tion here is probably viewed with less despondency than was 
the case a few months ago. Unemployment, although by 
far not so alarming as in other industrial countries, the latest 
estimate places the figure at 374,140 persons, shows no signs , 
of improvement, and the economic situation in rural dis
tricts continues unfavorable. Solid progress has, however, 
been made towards reducing the costs of production, and 
the readjustment of prices has gone far enough to place the 
wholesale price index approximately on a par with interna
tional conditions. For the first time during the past decade 
the price level is no longer lagging behind that of other lead
ing industrial countries, and this result has been achieved 
in spite of the drawback of a simultaneous return to the 
gold standard. 

The abolition of the gold embargo has been financially 
successful, but its unexpected synchronization with the 
world-wide depression greatly increased the difficulties of 
the price adjustment. As anticipated, there was an outflow 
of gold which, for the whole year, reached the net amount of 
247 million yen, but the fiduciary issue remains amply 
secured. Owing to the shrinkage of transactions, the export 
of specie did not produce any considerable tightening of 
money rates, which continued easy throughout the year. 

A marked reduction in stocks of commodities has, for the 
time being at least, checked the downward rush of prices. 
It must, however, be admitted that the elimination of exces
sive stocks has not resulted from any increased demand but 
from the continued enforcement of production curtailment 
in the most important industries. 

The economic structure has shown notable elasticity in 
adapting itself to the new basis of prices and may be said to 
be better prepared than at any time during the past several 
years to profit from any resumption of international economic 
activity. Unless, therefore, a new downward movement 
should lead prices to a: yet lower plane, an unlikely con
tingency in view of the tremendous decline of the past year, 
the worst of the depression may have run its course. 

It would, however, be premature to infer from these symp
toms that a revival in trade and industry was imminent in 
this country. Considering the almost unprecedented in-
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tensity and world-wide extent of the present depression, a 
genuine recovery can only take place if supplemented by an 
improvement in business conditions in other leading countries, 
especially those which are our best customers. The recent 
development of the depression in the United States and the 
renewed decline of silver, which reduces the purchasing power 
of China, constitute a much needed reminder of the vital 
influence which happenings abroad may exercise on the 
economic welfare of this country. 

Tokyo 
February, 1931 



ECONO:\UC REfL;\BlLITATIO~ OF CHINA 

Report of Mr. Li Ming, Chairman of the Board of Directors and General 
Manager, Chekiang Industrial Bank, Shanghai ' 

THE world-wide economic depression has fallen heavily 
upon China, because of factors which, although general 
in the modern world, apply specifically to China 

owing to China's inadequate preparation for resistance to 
sudden economic changes. It must be understood that 
China is no longer the isolated country of tradition; nor 
can China follow an economic trend independent of world 
conditions. The past decade has definitely brought China 
into the world picture, and, as much as China reacts to world 
conditions, so much is every trading country affected not 
only by economic but also by political conditions in China. 

The immediate effect of the current trade depression on 
China was the curtailment of the export trade in raw ma
terials of an extremely varied character, arising not only 
from the reduction in the purchasing power of China's 
customers but also from the temporary cessation of certain 
industries in Europe and America in which Chinese products 
are important elements. For instance, a lessening of build
ing operations anywhere will reduce the amount of paint 
consumed and will therefore lower the exportation of wood 
oil from the Yangtze Valley. As China is not yet an indus
trialized country, still depending almost entirely upon ag
ricultural products for exports, this diminution of trade has 
had an extremely adverse effect upon the income of the 
people and has therefore delayed generally the economic 
and political reconstruction of the country. 

In this connection, it is necessary to call particular atten
tion to the catastrophic fall in the price of silver, the down
ward tendency of which may best be indicated by the follow
ing figures of the value of silver: 

Average for 1st 6 months of 1929 .....•..•......... U.S. !.55:!97 per ounc:e 
Average for 2nd 6 months of 19:!9 ..•............... U. S. $.50688 per ounc:e 
Average for 1st 6 months of 1930 .......•........•. U. S. !.41268 per ounc:e 
Average for 2nd 6 months of 19.30 .................. U.S. $.35040 per ounc:e 
Average for January, 1931. ....................... U.S. $.29-401 per ounc:e 
Average for February, 1931. ...................... U.S. $.26999 per ounc:e 

335 
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As silver is the standard of the national currency of China, 
it soon became almost impossible for the Chinese people 
to import goods from abroad except certain specific items 
with regard to which a ratio with falling silver was main. 
tained. Thus, whereas China was unable to purchase ma
chinery for the rehabilitation of industry, Chinese merchants 
in Shanghai were still in a position to import wheat, sugar 
and cotton. Nevertheless, the inability to find markets for 
exports and the general high cost of imports, due to a de
preciating exchange value of currency and the necessity 
of the government to increase customs duties to protect 
gold and silver loan obligations, so seriously enhanced the 
cost of living of the people as to produce approximate panic 
conditions in the large commercial cities and trading ports. 
Panic conditions were avoided, however, inasmuch as China 
is still an agricultural country and the particular social con
comitants of an economic depression in a highly industrial
ized state were absent.· Similarly the post-depression re
habilitation is bound to follow a course in many respects 
independent of that pursued by the industrial nations. 

The outstanding efforts in the direction of economic re
habilitation of China will be political stability, improved 
means of communications, and currency reform. 

It is impossible in this article to discuss the question of 
political stability at any great length. Suffice it to say that 
the National Government has been successful in putting 
down rebellions and eliminating contumacious militarists 
from the political arena, so that the prospects of actual unifi
cation are everywhere apparent. Among other notable 
achievements of China in the field of politics to be reckoned 
with are the abolition of likin, an obnoxious tax which since 
the Taiping Rebellion some eighty years ago has been work
ing to the detriment of the inland trade; the reorganization 
of the customs on the basis of complete autonomy without 
limitations placed on China by treaties with the powers; 
the consolidation of the tax agencies and other administra
tive reforms of a high order. These are definite indications of 
stabilization of China's political and administrative systems, 
and there seems to be every prospect of a successful organ-

-l 
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ization of the political life of the country on a constitutional 
basis fully protecting the life and property of the people. 

The existing means of communication in China are lament
ably inadequate, and for the improvement of communication / 
facilities China requires a speedy rehabilitation and aug
mentation of her railway systems, inauguration of air routes, 
development of shipping, and construction of modern high
ways. The founding of the Ministry of Railways, the opera
tion of air routes along the Yangtze Valley, the growing in
terest manifested by the nation in aviation, and the spon
taneous actions taken by local authorities in constructing 
highways are distinct features of progress in improving trans
portation throughout the country. It will be necessary 
during the next few years to rehabilitate the existing rail
ways and to build a network of new lines, and in connection 
with the work it will be possible for foreign investors to find 
an outlet for their surplus capital in China in a constructive 
enterprise of international significance. The opening of 
China by the construction of railways will have the addi
tional value of releasing to world markets such natural 
resources of China as are to-day bottled up because of the 
inadequacy of the means of communications. 

One of the urgent steps for introducing currency reform 
in China is the unification of the existing diversified currency 
systems on a genuine silver basis. As the lack of a standard
ized money system has greatly hampered China's internal 
trade, the unification is highly desirable. After monetary 
systems are consolidated, effort should be made for the grad
ual transformation of the silver to the gold standard to be 
in conformity with the currency system in use in the econom
ically advanced countries of the world. 

The loan policy of the National Government has been 
made amply clear in the pronouncements of the Minister 
of Finance, Mr. T. V. Soong, who generally advocates the 
reduction of the national indebtedness by the consolidation 
and refunding of the overdue unsecured loans, and then the 
employment of new credits, not to meet current expenditures 
but for purposes of rehabilitation and reconstruction. This 
policy should be supported by general efforts in the improve-
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ment of the productive capacity of the <:hinese people and 
the elevation of their standard of living. 

It will be observed from this short statement of facts 
that in China we are now seeking a sound economic structure 
for our national development. With political stability fully 
established, communication facilities improved, and currency 
reform effected, China will be ready to keep pace with the 
general economic advancement of the world. 

Shanghai 
March, 1931 



ECONOMIC CO-OPERATION OF BALKAN AND 
CENTRAL EUROPEAN COUNTRIES 

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

THE protracted business depression and its concomitant 
widespread social misery have at last brought the 
nations of Europe nearer to each other in the common 

effort of finding a way out of the world-wide distress. This 
topic is being generally discussed in endless variations, 
although very few agree as yet even on the point whether 
or not the bottom has been touched. 

In the meantime, the unemployment data ~emain dis
couraging, state budgets are bulging either with straight 
"doles" or other more or less successfully camouflaged unpro
ductive items, which in turn oppress still more the sources of 
business, farming, manufacturing, commerce, and finance 
alike. This common plight has caused men of good will to 
join forces and try to re-establish the sorely needed balance 
between supply and demand, production and consumption, 
through peaceful means, applying to the tremendous prob
lem the weapons of reason and human solidarity. 

The project of a Pan-European Union has generally been 
greeted as a lofty ideal, and its author, Count Coudenhove
Kalergi, has accordingly been treated with much sympathy 
and very little real co-operation. Things began to happen 
only after the powerful personality of Mr. Briand took hold 
of the idea of European reorganization, and recently quite 
an imposing number of leading statesmen met at Geneva 
for the purpose of laying down workable plans of union. 

The vigorously critical report of the economic section of 
the European Committee did not give much cheer to the 
gathering. It was, however, again a man of business, the 
former Finance Minister of Holland, :Mr. Colijn, who con. 
vincingly reminded the assembly that business in Europe was 
desperately in need of a comprehensive solution, and a quick 
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one, too. In this way-even if under the sting of necessity
economic considerations begin to outweigh purely political 
ones, and business interests cease to remain confined to the 
exclusive care of minor departments of the government. 

The League of Nations has as yet not been very successful 
in dealing with principal economic problems. In the 
momentous matters of a customs holiday and the lowering 
of tariff barriers nothing durable has been accomplished. 
Everybody is seeing quite clearly the theoretical harm of the 
barrier system, but nevertheless the industrial states con
tinue fostering by all means and regardless of cost their own 
agrarian production, while the agrarian nations still guard 
the protecting walls behind which a tender domestic in
dustry is trying to develop permanent roots. 

There is such a thing as suffering from too much success. 
The campaign for increasing the productivity of all branches 
of our present economic organization has been going on ever 
since the War, and the consequences are now on our hands. 
Particularly, the intensification of wheat production through 
the increasing use of machinery and the reclamation of 
additional areas for raising new crops occurred at a time 
when the demand for agricultural produce was generally 
receding, partly from changed nutrition habits, and also 
because large portions of the world's population, such as 
Russia, China, and India, were forced by different but fatally 
compelling reasons to undergo long periods of real starvation. 

The agrarian states of our continent, and these are chiefly 
the nations of Eastern Europe, Jugoslavia, Bulgaria, 
Rumania, and Hungary, whose populations live mainly on 
and from the soil, were first and most severely affected by 
this a!>normal state of affairs. Prices were constantly falling 
and are dangerously near the level of production cost even 
for the most fertile and best cultivated lands. The peasant 
and the land-awning class of several countries generally 
were headed for ruin unless something was done to meet this 
emergency which was threatening to become chronic. It 
occurred then to these nations that they were buyers as well 
as sellers. Their needs for manufactured articles are still 
considerable. The orders are going almost exclusively to the 
markets of the industrial states of Central Europe, and states-
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men began to wonder whether these orders, if pooled to
gether, could command a greater respect for the economic 
demands of their respective countries. 

The initiative for a new economic orientation of re- / 
ciprocity, even if at the cost of breaking away from long
established methods, came from Jugoslavia. Conferences 
of the primarily interested states-Rumania, Jugoslavia, and 
Hungary-were held first at Bucharest, then at Sinaia, and 
later at the Polish capital, Warsaw, this nation showing also 
much interest in the new scheme. No definite results have 
materialized as yet out of these negotiations. Nevertheless, 
they seem to be widening in scope, and a new general 
"grain conference" is scheduled for March 26, 1931, at 
Rome, under the wings, as it were, of the International 
Institute of Agriculture. 

In any event, this movement has squarely challenged a 
time honored instrument ofinternational trade, the venerable 
clause of the most favored nation, which practically means 
all the nations of the globe with whom regular trade rela
tions are being entertained. This stipulation has outlived, 
it is claimed, its own usefulness and should give way to new 
international trade arrangements more closely based on the 
simple principle of cc doutdes." A new system of particularly 
rather than generally preferential treaties seems to loom at 
large. States anxious to sell their industrial products are 
going to be asked at the same time to make possible to their 
customers, the agrarian nations, to dispose of their crops at 
prices that will allow the tillers of the soil not merely to 
vegetate but will also enable them to buy and pay for the 
necessities not manufactured in their own countries. 

Comprehensive treaties regulating the exchange of goods 
in large areas, including groups of states whose economic 
problems are of the same order or complementary to each 
other, are deemed necessary to put the scheme into effect. 
At the time of this writing, the contact between the inter
ested administrations is still very lively, although it does not 
seem to have passed the important stage of technical study 
of the many very complex questions involved therein. It 
is proposed to organize in each state central grain buying, 
respectively grain exporting, corporations, in so far as such 
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do not already exist. This means state monopoly for grain, 
but at the same time the scheme would insure standardization 
of produce types, stabilize prices, and prevent competition as 
between the states bound by the marketing agreements. It 
is also hoped that the elimination of middlemen, with the 
consequent reduction of the distribution cost, as well as the 
supplying of land-owners, through public effort, with the 
needed financial support on moderate terms, would by itself 
ease their situation, and increase the real income from land 
even if prices should remain the same. 

The economic unification of Europe is too big and complex 
a task to be tackled at once. Through regional grouping of 
large structurally similar areas the problem is being simpli
fied, and a sound basis is being laid for the gradual realiza
tion of the infinitely more ambitious project of the United 
States of Europe. Economic co-Operation will pave the way 
for definite political understandings, and very characteristic 
even if modest positive results may already be registered 
only by reading the list of nations sitting around the same 
table in uncontroversial discussions of their common diffi
culties. 

It must be pointed out, however, that the problem of direct 
interchange of goods between agrarian and industrial states 
or state groups hedged by preferential agreements is not as 
simple a matter as it would seem at first sight and on listen
ing to vanguard apostles who talk even of custom unions. 
We have already mentioned the forcing of agrarian produc
tion in primarily manufacturing states as one of the de
termining elements of the present situation. These interests 
still exist and are clamoring for continued protection. On 
the other hand, the primarily agricultural states are possessed 
of important industrial developments, the result of long and 
costly efforts. These positions they are not ready to give up, 
nor would it be economically wise to withdraw all the props 
from young but thriving industries, based largely on agri
culture, that strengthen the domestic consumption ·market 
and thus enable it to absorb ever-increasing quantities of 
agrarian produce. 

But where there is earnestness of proposals there certainly 
is also a way to put them into effect. The difficulties cannot 
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be charmed away, but they are not insurmountable, either. 
Overseas trade relations are also numbered among the major 
difficulties. These would, however, not be vitally affected 
should Europe succeed in organizing a smoother absorption / 
of the produce surpluses of its own agrarian areas by the 
industrial regions regardless of nationality, if we consider 
that European overseas grain imports are fully six times larger 
than the surplus stocks threatening to stifte the landowners 
of our continent. 

This earth of ours has still plenty of room for all its people 
of good will. Adjustments are sometimes needed, and they 
certainly are now. They should then be made in a spirit 
of understanding and cO-Operation so that the strengthening 
of the feebler parts may result in a sounder and more stable 
whole. 

Zagreb 
March, 1931 



A BIRD'S-EYE VIEW OF THE RECENT ECONOMIC 
POSITION OF JAPAN 

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

THE bad effect of the world economic depression has 
been felt in Japan no less than in any other country. 
But in our case the situation has been further compli

cated by a variety of causes peculiar to this country, chief 
among them being the lifting of the embargo upon the export 
of gold in January last year. The consequent heavy outflow 
of gold causing a sharp contraction of currency, a severe 
fall in the price of commodities, particularly of agricultural 
products, a sharp depreciation in the value of bonds and 
shares, a marked shrinkage in our foreign trade, all this 
attests to the disastrous effect of the untoward forces 
originating at home and abroad. 

As to the movement of gold throughout the world in 1930, 
it is noticed that, while on the one hand the United States 
and France have increased their gold holdings by £90 mil
lion and £41 million respectively, Japan had, on the other 
hand, her stock depleted by £24 million. Japan's loss of 
gold in 1930 was only second to that of Argentine in 1929, 
which amounted to £36 million. It is not difficult to imagine 
how serious will be the result of the loss of so much gold in a 
single year. It is needless to say that an outflow of gold is 
necessarily followed by a corresponding diminution in the 
note circulation. The note issue for January this year, when 
compared to January last year, shows a contraction of 170 
million yen on the average, a fall of 12.5%. 

Turning our attention now to the course of commodity 
prices, the Bank of Japan's wholesale index number regis
tered a decline o£21.3% on the twelve months. In the same 
period prices in New York, London, and Paris fell by 19.9%, 
22%, and 13.5%, respectively. Taking the average for 
July, 1914, as a basis, the price index in Tokyo for Decem-
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her last was 127.8, while those in New York, London, and 
Paris were 109.2, 103.7,and 101.4 respectively. But it must be 
remembered that the list of commodities comprised in our 
index number, compiled by the Bank of Japan, includes a , 
certain number of goods which are not affected by the world
wide movement in prices for reasons of their being state 
monopolies or otherwise "sheltered" from foreign competi
tion. If due allowance is made for this, the price-changes 
during last year were by far the severer than elsewhere and 
the fall would exceed over 30%. Of the principal products, 
raw silk has fallen 40%, and rice 35%, while cotton yarn, 
though it has considerably recovered during the past two 
or three months, still shows a decline of 22.3%. 

The general depression is faithfully reflected in the stock 
market with a serious fall in quotations. The aggregate 
value of the shares quoted at the Tokyo Stock Exchange, 
which stood at 3,020 million yen at the beginning of July, 
1929, fell to 2,441 million yen by the beginning of January, 
1930, and to 1,460 million yen by the beginning of October, 
1930. The beginning of the present year saw the stock 
market slowly picking up, but the actual volume of business 
still stood at a very low figure. Not a few leading shares are 
still quoted below the paid-up value, some of them repre
senting less than half their paid-up value. 

Our foreign trade tells the same story. Last year's ex
ports, when compared with those for the preceding twelve 
months, show a decline of 31.6% in value, while imports 
were 30.2% lower. The shrinkage is particularly noticeable 
in our export trade, when we compare it to America's 26.7%, 
England's 21.6%, France's 14.5%, and Germany's 10.8%. 
Of our principal list of exports, raw silk fell off as much as 
46.5%, while cotton goods were reduced by 34%. These 
figures of course refer to the value of exports, but the 
shrinkage in quantity was likewise very great. 

The enormous decline in our export business as mentioned 
above, coupled with no less serious fall in the volume of 
domestic consumption, has inevitably resulted in a large 
reduction in the output of our manufactures. In other 
words, organized short time has been a general feature 
throughout our industrial world. To mention some of the 
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more conspicuous instances in this respect, the cotton mills 
curtailed their operations by 34.4%, the steel works by 
50%, the cement factories by 53.2%, and the paper mills by 
35%. 

Let us next look at our agricultural situation. Both 
cocoon and rice, the two most important of our agricultural 
products, experienced a disastrous fall in price during the 
year just closed. Compared with the figures for the pre
ceding year, the spring cocoon prices in 1930 recorded a fall 
of 46.5%, while the summer-autumn cocoon experienced a 
still more disastrous fall of 65.4%. The total value of the 
whole crops of the two seasons combined was placed at only 
304 million yen, whereas the figure for the previous year was 
655 million yen. A similar fall in price was also noticed in 
the case of rice, notwithstanding the government's pur
chasing policy. The price at the end of 1930 showed a de
cline of 37%, compared with the quotation for twelve 
months before, while the value of the total harvest in 1930 
was placed at 1,000 million yen, as against 1,650 million yen 
for the preceding year. Taking the rice, cocoon, and all the 
rest of agricultural products, the value of last year's yield 
was only 1,888 million yen, as against the five years' average 
of 3,548 million yen. From this it will be easy to see how 
seriously the purchasing power of the farming classes has 
been crippled, thereby enormously aggravating the general 
economic depression. This is obviously a potent factor in 
operation against the turn of the economic wheel in the right 
direction. 

From what has been stated, it will be apparent that our 
economic world in all its departments is now plumged in so 
intense a state of depression that we fail to notice bright 
spots on the horizon. Nevertheless, our economic develop
ment, even as it is now, shows remarkable progress when 
compared to what it was before the World War. To cite a 
few illustrations, the gold reserve, in spite of a serious outflow 
since the removal of the gold embargo, still stands at 834 
million yen, as against 215 million yen at the outbreak of the 
\Vorld War, and gold stocks to deposits and notes or "re
serve ratio, are kept as high as 55%. The postal savings 
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amounted to 195 million yen at the end of 1914, and in
creased to 2,337 million yen by the end of 1930. During 
the same period of time, the bank deposits increased from 
2,229 million yen to 11,491 million yen, the amount of bills / 
cleared from 10,401 million yen to 51,233 million yen, and 
the paid-up share capital from 1,695 million yen to 11,800 
million yen. Foreign trade, which has recently experienced a 
severe setback, amounted to 3,016 million yen in 1930, as 
against 1,361 million yen in 1914. The electric power, which 
stood at 779,000 horsepower previous to the World War, has 
been expanded to 5,121,000 horsepower, while the number of 
cotton mill spindles have increased during the same period 
from 2.3 million to 7.09 million. 

Let us now look at the output of the principal commodities. 
Here again we notice on the whole a wonderful development 
during the same period. The crop of rice increased from 50 
million to 66 million koku,t cocoon from 40 million to 106 
million kan,2 raw silk from 23 million to 70 million kin,3 

cotton cloths from 406,000 to 1,269,000 yards, coal from 
21.3 million to 29.3 million tons, steel from 255,000 to 1,883,. 
000 tons, cement from 3.7 million to 22.1 million barrels, 
and paper from 292 million to 1,367 million pounds. 

It goes without saying that the great progress that has 
taken place in our economic development, as analyzed above, 
has been strongly reflected in our international economic 
relations. This has naturally been especially striking in the 
case of the countries with which our relations have been inti
mate. Of these countries, the United States of America has 
exerted most potent influence upon our economic expansion. 
Formerly a debtor country, the World War witnessed her 
emerge as the leading creditor nation, with an enormous 
accumulation of gold and a vast amount of foreign invest
ments. New York has naturally become an important 
money center of the world, a formidable rival for London. 
American motor cars and other products of the new machine 
age now dominate the world market, while her business 

1 1 koku•0.18039 kilolitre. 1 1 kan=3.75 kilogram. 
•1 kin=0.602 kilogram. 
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organization and methods of production lead the world. 
Side by side with such phenomenal strides in the economic 
development of America, it is observable that our economic 
relations with her have kept steadily increasing in impor
tance. In the field of trade, for example, our exports to the 
United States amounted to 184 million yen in 1913, repre
senting 29% of our total exoprts, and in the same year 
our imports from her amounted to 122 million yen, being 
17% of our imports. In 1930, these figures rose to 506 
million yen in exports, or 34% of the total, and 442 million 
yen in imports, or 29%. Of our exports to America, raw 
silk occupies the leading position, accounting for 95% of the 
whole quantity sold abroad. In the sphere of imports, we 
buy from America 43% of wheat, 48% of raw cotton, 95% 
of motor cars, 56% of ammo~um sulphate, 61% of lumber, 
and 55% of mineral oil. Looking at it from the American 
side, her exports to Japan represented 2.5% of her total 
exports in 1913, but increased to 6.4% in 1923, the ratio 
standing at 4.3% in 1930. Her imports from Japan, which 
amounted in 1913 to 5.1% of the total, increased to 11.4% 
in 1922, the ratio for 1930 standing not lower than 8.9%. 

In the field of finance, our relations with America have 
grown much closer since she became a creditor nation during 
the World War. Of our total foreign indebtedness of 2,300 
million yen, it is computed that the amount owned by 
America is not less than 675 million yen. Especially con
spicuous is the part played by American capital in the de
velopment of our industrial enterprises. As is well-known, 
Japanese and American capitalists have long since been 
jointly carrying on certain branches of electrical and other 
industries. But of late a new turn has been taken in the 
introduction of American capital by Japanese electric power 
companies. Another noticeable development is that Japanese 
shares and debentures are now finding a market in America. 
A scarcely less important factor in the financial relations 
between the two countries is the investment of Japanese 
money in America, though, in the absence of accurate sta
tistics, it is difficult to show any reliable figure on this 
subject. 
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In conclusion the writer wishes to take this opportunity 
of acknowledging with warm appreciation the friendly willM 
ingness with which the American financial leaders rendered 
their powerful help to Japan in January last year, when / 
Japan had to establish a credit in New York in connection 
with the restoration of the gold standard. 

Tokyo 
March, 1931 



TABLE OF CONVERSION 

Foreign currencies were con.verted into dollars at the fol-
lowing rates of exchange: · 

.drgmtina, par, 96.48 cents per gold peso, or average for certain periods; 
Australia, par, $4.86 per pound or average for certain periods; 
Belgium, par, 2.78 cents per franc or 13.9 cents per helga; 
Brazil, par, 11.96 cents per paper milreis or average for certain periods; · 
Chile, par, 12.17 cents per.gold peso; 
Colom!Jia, par, 97.33 cents per gold peso; 
Czechoslovakia, 2.96 cents per crown; 
Dmmark, par, 26.8 cents ~ crown; 
France, par, 3.91 cents per franc; pre-war par, 19.3 cents per franc; 
Germany, par, 23.8 cents per reiclismark; 
Great Britain, par, $4.86 per pound sterling; 
Italy, par, 5.26 cents per lira; 
Japan, 45.3 cents per yen; 
Mexico, 48.2 cents per peso or average for certain periods; 
The Netherlands, par, 40.20 cents per florin; · 
Norway, par, 26.8 cents per krone; 
Russia, 51.46 cents per ruble; 
Sweden, par, 26.8 cents per krona. 
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