
P O L I T I C A L  E C O N O M Y

CZECHOSLOVAKIA
T H E  F I N A N C I A L  C O N S E Q U E N C E S  O F  T H E  

"E X T R A O R D I N A R Y  P O L I T I C A L  S I T U A T I O N "

The resolution passed by the executive committee of the 
Czech Industrial Party on July 4th according to reports publis
hed in the Party's organs declared that "the extraordinary poli
tical situation has led to serious financial troubles which make 
it necessary for the State to provide for new revenues. The Party 
is prepared to make the utmost sacrifice for the safety of the 
State, but it must point out that the present level of taxes is 
already far in excess of the financial capacity of the investors, 
and that it is imperative for the State, this time, to observe the 
principle of just taxation and the strictest equality of rights".

—  y —

S E T -B A C K  IN  F I N A N C I A L  A N D  E C O N O M IC  S I T U A T I O N  T O O

The financial and economic situation of Czechoslovakia 
shows a remarkable set-baak this year. This may be seen, among 
other things, from the depreciation of the currency which, 
however, is not nearly so dangerous as might be concluded from 
the actual measure of the decline. Of course, every national bank 
is able to set a limit to this depreciation of a currency, to a 
certain extent and for a certain length of time, provided that it 
is prepared to invest large sums in this operation. Nevertheless, 
it is worth noting the difference in the official currency quotations 
at Prague on three different dates; on December 11-th the Swiss 
franc was quoted at 656.50 —  659.60 Kc. (Czech crowns); on 
April 1st it rose to 658.50 —  661.50 Kc.; while on May 31st it 
was as high as 661.50 —  664.50 Kc.

The note circulation has risen by 29.9%, which is a sign of 
economic depression; another sign is the fluctuation of shares. 
In this connexion it will be useful to compare the prices of a 
few important Czech shares on December 11, and May 30. 
respectively. The "Nordbahn" shares fell from 6050 to 5500, the 
"Czech Sugar Industry" shares from 776 to 595, the "Prague 
M ills" shares from 1120 to 1030, the "Chemical Industry of 
Aussig" shares from 1020 to 890, the "Czecho-Moravian Kolben"
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shares from 2910 to 2180, the "Western Czech CoaT'shares from 
506 to 395, the "Poldi” shares from 1318 to 1080, the “Prague 
Iron" shares from 1655 to 1255, the “Olleschau Paper” shares 
from 566 to 465, and even the shares of the Skoda works fell 
from 1399 to 1100. In addition to the uncertainty of the political 
situation, the scarcity of credit and the diffidence of investors, 
the economic life of Czechoslovakia has been greatly disturbed by 
the unfavourable development of Czecho-German trade relations; 
the value of Czechoslovakia's imports from Germany amounted 
to 111.88 million marks in 1936 and to 141.43 mil. in 1937, while 
her exports to Germany represented a value of 139 mil. marks 
in 1936, and of 150.97 million marks in 1937.

There was a remarkable decrease in the number of visitors 
from every country, but that of the Germans and Austrians rep
resent the highest percentage (55%). This decrease was a serious 
blow to Prague and the other large towns of Czechoslovakia, 
though more especially to such holiday resorts as Marienbad.

A  certain set-back was also in evidence in the inland railway 
traffic of Czechoslovakia. —  y  —

50% FEWER FOREIGN VISITORS IN CZECHSLOVAKIA
Compared with the figures for May, 1937, the number of 

foreign visitors to Czechoslovakia in May this year shows a 
decrease of 50%, while the total length of their stay in the 
country was almost 100.000 days less. On the other hand, the 
total time spent by Czecho-Slovak citizens abroad increased in 
length by 20%, i. e. by about 70.000 days. —  y —

SLOVAKIA AND RUTHENIA RECEIVED LESS THAN 13% 
OF SUMS ALLOTTED FOR EMERGENCY WORKS IN MAY

In order to give a frech impeturs to the decreased building 
activity of investors and partly also to provide the great number 
of unemployed with work, the Ministry of Public Welfare has 
issued a loan amounting to 6,679.100 crowns, free of interest, 
for the performance of emergency building works now being car
ried out all over the Republic at a total cost of 102,426.714 
crowns. The bulk of the former sum has been divided among the 
historical provinces as follows: Bohemia 2.56 millions, Moravia 
and Silesia, 3.05 millions, Slovakia receiving only 0.6 million 
and Ruthenia only 0.47 million crowns. The total budget of the 
emergency works, 102,426.714 million crowns, again, is divided 
as follows: Bohemia 40; Moravia and Silesia 47., Slovakia 11.18., 
and Ruthenia only 4.2 million crowns. These data prove that Slova
kia and Ruthenia receive less than 13% of the emergency works 
carried out in the Republic, although the population of these two 
provinces is 3,537.816 (out of a total population of 14,729.546) 
It was stated at the general meeting of the industrial and eco-
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nomic organization of the Sudeten-German Party held on June 
28-th that the short and uneven spell of improvement in the 
textile, glass and pottery industries of the Sudeten-German 
areas has been followed by a fresh crisis, which has in no way 
been alleviated by State help. (“Die Zeit“, June 29). —  y —

D E C L IN E  IN  S L O V A K I A 'S  M A N U F A C T U R I N G  IN D U S T R Y
Addressing the general meeting of the manufacturers of 

Czechoslovakia at Prague, on June list, M. Milan Zuffa, chairman 
of the Slovak Manufacturers' Union, declared that the present 
political atmosphere constituted a serious handicap to investment. 
This may be seen best from the present decline in the country's 
economic life in general. Last year Slovakia's manufacturing in
dustry showed an increase of 20%, but in the first half of the 
year 1938 conditions took an unfavourable turn. The State's 
willingness to help Slovakia, M. Zuffa stated, could not be 
detected either in the tariff policy of the railways or in the 
general taxation policy of the State. —  y  —

HUNGARY
MR. HULL CONGRATULATES HUNGARY ON HER 

WILLINGNESS TO PAY HER DEBT
It will be remembered that in February this year Hungary 

offered to repay her debts to America within thirty years by 
annual instalments of 39.000 dollars. In the middle of June the 
Hungarian Government informed Mr. Hull, Foreign Secretary of 
the U. S. A, that it had paid 9800 dollars to the Federal Bank 
of New York to the account of the U. S. A . Goverment as part 
payment of Hungary's war debts, due on June 15th. It is reported 
by Reuter's that Mr. Hull has expressed his utmost satisfaction 
at the decision of the Hungarian Government to fulfil their 
obligation "to such an extent". The legistature of the U. S. A. 
is not expected to deal with Hungary's offer until next year.

— y —
GROWING IMPORTANCE OF BRITISH MARKET

D r. Im red y, the P rim e M in ister, in a debate in the H ouse of 
D ep u ties em phasized  the need to preserve H u n gary 's foreign  
m arkets.

To-day, he stated, Greater Germany took 53 per cent, of 
Hungarian exports, and Italy 15 per cent. Exports to Great 
Britain had increased in the last 12 years from 10,000.000 to 
42.000.000 pengo, those to France from 4.000.000 to 12.000.000 
pengo, those to the Near East from 1.700.000 to 16.000.000 pengo, 
those to the Far East from 1.800.000 to 10.000.000 pengo, those 
to Canada and the United States from 2.500.000 to 17.800.000 
pengo those. Exports, however, could not be maintained without
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keeping the doors open to imports, and it was not possible to 
protect industries which could not pay their way in the domestic 
market.

Trade negotiations with Germany had already been success
fully concluded, and the quotas which Hungary had formerly 
enjoyed in the Austrian market were on the whole maintained. 
Negotiations with Italy were about to begin. The importance for 
Hungary of the British market was steadily growing, said Dr. 
Imredy, and he was confident that the British demand for Hun
garian poultry, eggs, butter, fat, tobacco, and ready-made clothing 
would continue to increase. —  y  —

EXPORTS EXCEED IMPORTS BY 74.200.000 PENGO 
IN FIRST SEVEN MONTHS OF YEAR

According to the report published by the Central Statistical 
Bureau the value of imports in July was 41.700.000 pengo, as 
against 36.800.000 pengo in July 1936, while the value of exports 
was 41.200.000 pengo (40.700.000 p, last year). July's foreign 
trade balance therefore shows an excess of imports of 500.000 
pengo. Last year July's balance showed an axcess of imports of
3.900.000 pengo.

In the first seven months of the current year the value of 
imports was 260.200.000 (256.400.000) pengo, that of exports
334.400.000 (256.800.000) pengo.

As against a favourable balance of 400.000 in the first seven 
months of 1936 exports in the same period of the current year 
exceeded imports by 74.200.000 pengo.

Compared with the same period of last year the total value 
of foreign trade was as follows:

1937 1936
Exports 334.500.000 p. 256.800.000 p.
Imports 260.200.000 p. 256.400.000 p.

Total 594.600.000 p . 513.200.000 p.

Thus the total value o f  foreign  trade from  January to  the  
end o f J u ly  w as 8 1 .4 00 .0 0 0  p en g o  m ore than in the sa m e p eriod  
last yea r.

In the first seven months of 1937 imports of raw leather, 
raw metals, hewn and sawn timber and artificial fibre rose 
greatly, while a corresponding decline was noticeable in the 
imports of maize, crude mineral oil and raw and scrap iron.

Trade in export commodities shows a great increase owing 
to the folowing items: wheat to Italy (942.273 q.), to Austria 
(817.293 q.), to Switzerland (614.750 q .); rye to Austria (624.257 
q.); maize to Germany (713.228 q .); horned cattle to Italy 
(58.879 head) and Germany (12.164 head) and feathers to 
Germany (1.504.4 tons). Exports of fresh meat to Germany fell
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o ff considerably , as d id  trade w ith  G rea t Britain  in lard  and  
bacon, and the ex p o rt o f p igs to  A u stria . —  y  —

F IR S T  H U N G A R I A N  B U D G E T  W I T H O U T  A  D E F IC IT  
S IN C E  E IG H T  Y E A R S

T he H ungarian B u d get for 1939/40 is since the year 1931/32 
the first B u d get w ithout a d eficit. P u blic expenditure am ounts to  
1334.9 m illion  pengo, w h ile  the receipts are estim ated  at a total 
of 1335 m illio n  p en go ; that show ing a surplus o f 0.1 m illion . T he  
previous B u d get had foreseen  a deficit of 38 m illion  pengo.

T h e im provem ent of the B u d get is due p artly  to a rise  
in revenue and p artly  to the m ore favou rable b alan ces of the 
S tate  undertakings, as w ell as to  certain agreem ents b y  w hich it 
has been p ossib le  to  reduce the liabilities of the State.

T h is achievem ent is a ll the m ore rem arkable w hen we  
rem em ber that the B u dget show s an increase in agricultural in
vestm ents, p articu larly  in the app rop riations for the im prove
m ent o f the socia l standard of agricultural em p loyees, in the 
estim ate of expen d itu re for the m aintenance of public roads, and  
the support given to  in d ustry  —  p articu larly  to  the crafts —  
and the you n ger generations.

The economic development of Hungary is in many respects 
similar to, though not altogether identical with, that of the 
international economic situation in general. Following the years 
of economic depression there has been, in recent years, a decided 
improvement of the economic situation, accompanied by a re
covery of economic activity. This is undoubtedly due —  to some 
extent —  to a similar improvement in the international economic 
situation in general, but it is also a result of the special condi
tions prevailing in Hungary, particularly of the reorganisation 
of the foreign exchanges system on the basis of uniform premiums, 
which has had a very good effect; finally, the exceptionally good 
harvest of 1936 also contributed towards this improvement. The 
harvest of 1937 was not so good, but its effect was counter
balanced by a rise in certain agrarian prices and by the general 
improvement of the conditions governing cattle-breeding.

Industrial production showed a remarkable and steady 
rise until last autumn, when certain industries came to a sudden 
halt; nevertheless, taking it as a whole, we may say that the 
general relapse from the standard of prosperity throughout the 
world had comparatively little effect on the economic situation 
of Hungary. Many signs, however, encourage us to hope that 
the tendency in evidence last autumn was but a temporary re
lapse. In any case, it so far affects certain branches of our 
economic life only, and not the whole. It most also be borne 
in mind that the improvement of the economic situation in Hun
gary has been achieved in a natural way. Furthermore, it must 
be remembered that we are looking forward to the realisation

60



POLITICAL ECONOMY

of a huge investment programme, which will, no doubt, involve 
an increased demand on the tax-payers in general, but —  at the 
same time —  it will also act as a powerful stimulus to economic 
activity. In forming a judgment of Hungary's economic prospects, 
we must not forget that the foundations of our economic structure 
are not only quite sound, but have become even more stable in 
recent years. The strengthening of the situation in respect of 
foreign exchanges has been remarkable indeed. The new system 
introduced in the payment of our debts has now been working 
for almost a year without a hitch and has undoubtedly contributed 
to strengthen Hungary's credit, in the eyes of the world in general.

T he variou s item s of the B u d get are as fo llo w s :
1. Statei A d m in istra tion : expenditure 848.3 million pengo; 

revenue 878.5 millions, surplus 30.2 millions.
2. S ta te  U n d erta k in gs: expenditure 486.6 millions, receipts

456.5 mill.; deficit 30.1 million pengo.
3. T ota l Expenditure 1.334.9 mill., total Revenue 1.335 mill., 

surplus 0.1 million pengo.
The amount of appropriations for the payment of State debts 

has been decreased by 32.3 millions. With regard to State ex
penditure, the most remarkable decrease is that shown by the 
items of material and transitional expenses: 35.7 million pengo. 
On the other hand, as regards the revenues of the State, a 
significant rise may be observed in the following items: the 
amount foreseen under the head of d irect taxation  exceeds last 
year's Estimates by 21.8 millions; in com e ta xes  have been 
estimated at 18.5 million pengo more than previously; this rise 
is explained by an actual increase in prices and in business in 
general, and also by previous results. A  certain increase is also 
to be expected in other branches of taxation, owing to a more 
favourable development in respect of the sale and purchase, and 
of the value, of real estate. The amount foreseen under the head 
of excise duties shows an increase of 6 million pengo. An actual 
increase of revenue in recent years seems to justify confidence 
with respect to this branch of taxation. In view of the probable 
development of our export trade, it is expected that customs 
duties will increase by 4 million pengo. —  y  —

RUMANIA
R U M A N I A N  O P IN IO N  O F  S O C I A L  A N D  H Y G IE N IC  

C O N D IT IO N S  IN  R U M A N I A
Certain peculiar conditions prevalent in Rumania were dis

cussed in a leading article published in the “Patria" of 19th May. 
According to its author there were whole districts in Transyl
vania, especially in the northern counties, where, strangely enough, 
the villagers bought their firewood, and even onions, vegetables 
and eggs, in the town markets. In the valley of the Szamos hund-
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reds of houses stood uninhabited, since the able-bodied younger 
people, men and women alike, had gone to Bucharest in search 
of work and a livelihood. Thousands and thousands of Rumanian 
peasants had no ploughs. In country places there was only one 
doctor to every 30,000 inhabitants. The other day in his wireless 
address the Minister of the Interior himself had painted a very 
sad picture of health conditions in the towns. In 114 of Rumania's 
175 towns there was no drainage, in 108 the inhabitants were 
forced to drink stagnant water and in 50 there was no electric 
light. In another article M. Lupu (a former Minister) wrote that 
first of all the Rumanian peasants must be raised to the dignity 
of human beings by means of moral training. Today for lack of 
elementary knowledge, and also owing to extreme poverty, the 
houses and people in the Rumanian villages were disgustingly 
dirty. The clothes and hair of the peasants, especially of the 
children, were swarming with lice. The three chief diseases of 
the Rumanian peasantry, pellagra, tuberculosis and syphilis, were 
working terrible destruction again, though for a short time after 
the land reform things in this respect had apparently improved. 
But since that time, thanks to the prolific natural increase of the 
peasants, the land received had been cut up into small portions 
and the people were again suffering from a lack of food. The 
Rumanian peasants has no idea of the elements of modern 
agriculture and —  for instance —  could not be induced to plough 
their land in autumn. —  y  —

YUGOSLAVIA
THE PRICE OF W HEAT IS TWICE AS MUCH AS ON THE

WORLD MARKET
The sudden rise in the price of wheat has caused a serious 

crisis in the Yugoslav market. This unexpected rise was largely 
due to the fact that the exportation of unduly large consignments 
of wheat caused a shortage in wheat at home. The authorities 
have succeeded in cutting down the price of wheat from 250 
Dinars p. q. to 220 Dinars; nevertheless, the wheat has almost 
entirely disappeared from the market. In order to prevent a 
further rise in the prices of bread and other provisions, the 
Goverment has given permission for the importation of 1000 
waggons of foreign wheat duty free. ("Obzor", May 29). —  y  —
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