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T
he two decades following the conclusion of the last 

war have proved beyond doubt that the game of 
state-building is one that cannot be played in the 

regions lying at the fort of the Carpathians and along the 
Danube. The life of the peoples here is governed by laws 
very deeply rooted in the subsoil of history. The life of 
each of them is the result of ten centuries of development 
and evolution, and its fundamental laws are much stronger 
than the changing, we might say current, interests of interna
tional politics. Almost all Czecho-Slovakia's efforts were 
expended on trying to incorporate the areas wrested from 
Hungary in the system of the Czech Basin and to link their 
interests with those of the latter. The Czechs were determined 
to neutralize and counteract the geo-political, economic and 
cultural coherence of ten centuries —  a task they were 
incapable of performing even when at the height of their 
power. The work written by Edmund Tarjan and Dr. Andrew 
Fall (“Magyarok, szlovakok es rutenek a Dunavolgyeben" 
— "Magyars, Slovaks and Ruthenes in the Danube Valley") 
contains many interesting data throwing an illuminating 
light on the situation. The authors have made a profound 
study of Slovakia's economic contacts and trade with the 
Czech provinces and Dismembered Hungary. In support of 
their conclusions they quote the figures for 1929, the year 
of the greatest boom following the Great War. After this, 
namely, the Czechs denounced, their economic treaty with 
Hungary, so that trade connections in the thirties cannot be 
regarded as normal. According to the statistics of the railway 
managements in Pozsony and Kassa, 2.833.000 tons of goods 
were despatched from Slovakia to the historical provinces 
in 1929, 2.400.000 tons being conveyed to Slovakia from the
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Czech regions. The total volume of internal goods traffic 
on the Czecho-Slovak railways in 1929 was 61.465.000 tons. 
Of this 4.65% represented the goods transported from Slo
vakia to the historical provinces, and 3.9% those received 
by Slovakia from the Czech districts. But at that time 60% 
of Slovakia's "exports" went to the province geographically 
nearest Slovakia, i. e. to Moravia. Hence economic inter
course between the areas wrested from Hungary and the 
western part of the Republic was an absolute minimum and 
entirely negligible from the point of view of national 
economy. On the other hand, despite all political and 
customs barriers, in the same year 1.698.630 tons of goods 
were exported to Dismembered Hungary from her lost areas 
in Czecho-Slovakia.

Attention must also be drawn to two other circum
stances. The goods received by Slovakia from the historical 
provinces in 1929 were 433.000 tons less than the quantity 
she sent to them. At the same time, she exported 1.398.630 
tons more to Hungary than she received from this country. 
This means that the balance of her trade both with the Czech 
provinces and with Hungary showed an excess of exports, 
but the balance in her favour was three times as large in her 
dealings with Hungary as that recorded in her trade with 
Czech provinces.

Slovakia's achievement of independence has naturally 
created a new situation as regards contacts between the 
several States in the basin of the Carpathians. The most 
interesting fact of all is that it has now become fully evident 
how far Slovakia lies outside the economic system of the 
western countries, particularly of the Czech provinces. In 
the Czecho-Slovak Republic Slovakia's economic contacts 
with those provinces were of a domestic character, and this 
was the reason why any dislocation did not appear so 
striking. Now, however, those formerly domestic economic 
contacts have for the most part become foreign trade con
nections; abnormal conditions are more apparent, and their 
significance gains an entirely different meaning. Take, for 
instance, the fact mentioned above that Slovakia received 
433.000 tons of goods less from the Czech provinces than 
she despatched to them. This, in other words, means that
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Slovakia’s balance of trade with the historical provinces was 
in her favour. If now we examine the figures of independent 
Slovakia’ exports and imports, we shall see that the situa
tion is unchanged so far as trade between the former Czech 
provinces and Slovakia is concerned. Slovak economists 
stress this point as proof that Slovakia is economically capa
ble of an independent existence. But the truth is that this 
excess of exports would be a sound and favourable item of 
Slovakia’s foreign trade balance if she could receive pay
ment in foreign exchanges, seeing that she cannot receive it 
in commodities. Here, however, gigantic difficulties arise. 
The value of the Slovak excess exports cannot be paid for 
with foreign exchanges, so it becomes "blocked", and the 
moment it does so, we see perfectly clearly how forced and 
artificial Slovakia's economic relations with the Czech 
provinces always were. The Slovak State is still suffering 
severely from the consequences.

At the beginning of April, the "Slovak" published the 
statistics of the clearing debts owing by the Protectorate to 
Slovakia, as stated in a report issued by the National Bank 
of Slovakia. According to those statistics, by December, 
1939, the sums due to Slovakia had advanced to 508.985.000 
Slovak crowns, while Germany was also in debt to Slovakia 
to the amount of 254.576.000 crowns. Together these sums 
form 38.4% of Slovakia’s foreign trade. Since last June the 
Protectorate's debts to Slovakia have been steadily increas
ing. Slovak economic authorities are at a loss to devise a 
means of realizing on those debts. According to Dr. Krajcso- 
vics, an eminent Slovak economist, the situation is so grave 
that the equilibrium of Slovakia's balance of payments 
depends on a settlement of those claims. In his opinion, the 
Germany and the Protectorate are countries the economic 
structure of which resembles that of Slovakia, and therefore 
does not complement the latter. “ What we need is also 
required by the other two countries, so that it is practically 
impossible to enforce our clearing claims,” —  says Dr. 
Krajcsovics.

The claims of the Slovak State, i. e. the foreign trade 
debts owing to it, are growing steadily larger. According 
to the figures quoted above, in December they amounted to
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altogether 763.561.000 Slovak crowns. Shortly after Dr. 
Krajcsovics made these figures public, Dr. Karvas, Governor 
of the National Bank, put the sum at 850.000.000. He also 
defined more exactly the significance of these clearing 
claims from the point of view of national economy. In his 
report on the work done during the first year of the National 
Bank's existence, he said: —  “Our entire economic life is 
seriously affected by the lack of floating capital. This lack is 
due to the fact that the greater part of Slovak industry's 
floating, that is to say working, capital is tied up in clear
ing debts owing by the Protectorate and Germany. There is 
no question that this has had an extremely adverse 
effect on the maintenance of production, the growth of capi
tal and the performance of many tasks in the sphere of social 
policy. In the interests of Slovak economic life we must 
strive by every means at our disposal to achieve a liquida
tion of those “ blocked” debts.”

The point is that Slovak industry may easily lose a 
considerable part of its working capital, and this possibility 
is all the more serious because Slovakia is a country with 
very little capital at its disposal. Current account deposits, 
which must be regarded as industrial floating capital, 
increased last year only by 350.000.000 Slovak crowns. With 
this increase the whole of Slovakia's industrial floating capi
tal is 1.900.000.000 crowns. It is when we compare Slovakia's 
“ blocked" foreign trade assets with her industrial floating 
capital that the significance of the former in national economy 
emerges clearly. Comparison reveals the fact that those 
unrealizable claims amount to 44% of her entire industrial 
floating capital. Dr. Karvas’s anxiety thus proves to be fully 
justified, the more so since the sum mentioned in his report, 
is not the final one. According to the latest statistics, the 
“ blocked" credits have risen by an additional 27.000.000 
crowns, or about 1— 2°/o. The immediate consequence is that 
enterprize is discouraged, money disappears and the money 
market experiences a “ slump". In Dr. Karvas’s opinion the 
second most serious difficulty with which Slovak economy 
has to contend is the flight of capital. He demands severe 
measures against those who instead of investing, hoard 
capital, and he calls cautious capitalists enemies of Slovak
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economy. Here he comes into contradiction with himself, for 
the disappearance of capital is merely one of the conse
quences of the difficulties with which Slovak foreign trade 
is struggling. If enterprize is to be encouraged, what is 
needed is not legal sanctions and measures, but the liquida
tion of the blocked foreign trade credits. The National 
Bank is doing all it can to satisfy the demands of the Slo
vak contractors and exporters. The difficulty is that the 
Bank does not possess adequate gold covering. Of late a 
movement has been set on foot to procure a sufficient gold 
reserve. For this purpose experts suggest that all wedding 
rings in the country should be requisitioned. Slovakia has 
a population of 2.500.000, and the number of married cou
ples is about 600.000. If they handed over their wedding 
rings 2500 or 3000 kilogrammes of gold would be collected. 
Could the population be induced to contribute other articles 
of jewellery, an additional 1000 kilogrammes might be 
expected. This would be an adequate gold reserve for the 
purposes of the independent Slovak State. At present the 
safes of the National Bank are empty, and exporters and 
contractors have to be compensated with paper money the 
value of which is guaranteed by the State.

The consequences of the symptoms enumerated above 
are incalculable, but certain conclusions may safely be 
drawn. It would seem that these difficulties are in many 
respects a legacy from the Czecho-Slovak Republic, That 
artificially constructed country tore the territories wrested 
from Hungary away from their natural economic system, and 
was not able to replace what, for political ends, it had 
destroyed. Czecho-Slovakia was wholly incapable of replac
ing the geo-political balance and the technical equilibrium 
of production represented by the Kingdom of Hungary. The 
phenomena described above are an increasingly tragical 
proof of this truth.
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