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Introduction 

BRUSSELS FINANCIAL CONFERENCE 1920. — SUMMARY OF RESULTS ACHIEVED. 

I 

The Second Assembly of the League of Nations, in September 1921, “in view of the con- 
tinuing gravity of the exchange crisis and its dangerous effects upon the economic position and 
the conditions of labour of the working classes”, requested the publication of information showing 
how far the States which took part in the Brussels Financial Conference in September 1920 had 
succeeded in putting its recommendations into practice.1 

Three publications issued by the League in the spring of 1922 on currency, public finance 
and central banks supply a large part of the information so requested 2; and the Monthly Bulletin 
of Statistics 3, giving as it does month by month the note circulation, metallic reserves, rates 
of discount, wholesale prices, etc. of the majority of countries publishing such information, 
acts as a sort of running commentary on these publications. 

In addition, however, measures were taken to obtain special reports concerning all the 
States represented at the Conference. The first replies received were presented to the Assembly 
in September 1922 and have already been published. Since that date other replies have been 
received and are now published in two volumes. 

Volume I contains a summary of results achieved and replies from : 

Argentine. 
Australia. 
Austria. 
Belgium. 
Czechoslovakia. 
Denmark. 
Finland. 
Hungary. 
India. 
Japan. 
Luxemburg. 

Netherlands. 
New Zealand. 
Norway. 
Spain. 
Sweden. 
Switzerland. 
Union of South Africa. 
United Kingdom. 
United States of America. 
Uruguay. 

1 For text of Brussels resolutions, see Annex 1, page 221. 
a “Memorandum on Currency, 1913-1921.” 7/6 

“Memorandum on Public Finance, 1921.” 10/- 
“Memorandum on Central Banks of Issue, 1913-1921.” 3/6 

For list of agents see page III of cover. 
3 “Monthly Bulletin of Statistics”. 1/6 net. Published about the 15th of each month. 
For the special case of Austria, see: 
' Provisional Economic and Financial Committee. Report and papers relative to the Financial Recon- 

stitution of Austria”. 5/-. 
‘ The Restoration of Austria — Agreements arranged by the League of Nations and signed at Geneva 

on October 4th, 1922, with the relevant documents and public statements.” 2 /6 
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Volume II contains the Italian reply, which is of somewhat greater length than the others. 
These replies are official in all cases with the exception of those from the Argentine and the 

United States of America, which have been prepared on behalf of the League of Nations by the 
representatives of those countries who were present at the Brussels Conference. 

It has been thought desirable, however, to preface these statements by the present sum- 
mary, giving, in an objective form, data from which it maybe possible in some measure to judge 
the success which both those Governments which have and those which have not replied have 
met in their endeavours to restore the economic and financial stability of their countries. 

The tables in this summary have been drawn up in such a manner as to constitute as far 
as possible a series of replies to the series of questions which the various resolutions of the Brussels 
Conference pose. 

The Resolutions of the Public Finance Commission of the Brussels Conference laid the 
greatest possible stress upon the necessity of balancing the budget and limiting fresh borrowing: 

II. PUBLIC FINANCE COMMISSION. 

“The country which accepts the policy of budget deficits is treading the slippery path which 
leads to general ruin; to escape from that path no sacrifice is too great. It is, therefore, imperative 
that every Government should, as the first social and financial reform on which all others depend: 

"(a) Restrict its ordinary recurrent expenditure, including the service of the debt, to such 
an amount as can be covered by its ordinary revenue; 

“(c) Abandon all unproductive extraordinary expenditure; 
"(d) Restrict even productive extraordinary expenditure to the lowest possible amount. 

“If the above principles are accepted and applied, loans will not be required for recurrent 
ordinary expenditure; borrowing for that purpose must cease. In a number of countries, however, 
although the ordinary charges can be met from revenue, heavy extraordinary expenditure must at 
the present time be undertaken on capital account. This applies more especially in the case of those 
countries devastated during the war, whose reconstruction charges cannot possibly be met from 
ordinary receipts. The restoration of the devastated areas is of capital importance for the re-estab- 
lishment of normal economic conditions, and loans for this purpose are not only unavoidable but 
justifiable. But in view of the shortage of capital it will be difficult to secure the sums required 
even for this purpose, and only the most urgent schemes should be pressed forward immediately.” 

These resolutions make a distinction between “ordinary recurrent”, “extraordinary unpro- 
ductive” and “extraordinary productive” expenditure and also between “ordinary” and “extra- 
ordinary” revenue. It should be noted in this connection that there is a great diversity of prac- 
tice in various countries concerning the principles according to which any given item of expendi- 
ture or revenue is allotted to the ordinary or extraordinary budget. In Sweden, for example, 
the distinction between the extraordinary and ordinary revenue is based on constitutional 
considerations of historical rather than financial import; other States include in extraordinary 
expenditure only outgoings for capital purposes (Germany); others include exceptional expendi- 
ture but not investments (Czechoslovakia, which has a special investment budget); while others, 
again, include both capital expenditure and other more or less non-recurrent expenditure. Some 
countries, as for instance, the United Kingdom, do not distinguish in any way between ordinary 
and extraordinary revenue and expenditure. In view of this diversity, it has not been possible 
to arrange comparative tables setting out the expenditure and revenue classified according to 
the above-mentioned categories. It has been deemed advisable to submit instead: 

{a) A table (A) showing, for a number of countries, the total net revenue and expenditure, 
with the resulting surplus or deficit for the two financial years 1920-21 and 1921-22; 

(&) A series of tables (B) showing the changes in the public debt of various countries, both 
as regards their domestic debt—funded and floating—and foreign debt; 

(c) Notes on each separate country briefly summarising the information available onthe 
points under discussion. 
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VIII 

Attention is drawn to the fact that Table A contains net figures, i.e., (a) as regards Public 
Undertakings (postal, telegraph and telephone services, railways, etc.), only the differences 
between gross receipts and working expenses have been taken into account; (b) proceeds of loans 
have been excluded from the revenue; (c) sums allocated to amortisation have been excluded 
from the expenditure1. Owing to this recalculation, the figures in the table in many cases 
differ from those in the separate statements for the several countries. It should be noted espe- 
cially that, owing to the exclusion of proceeds of loan operations from the revenue side of the table, 
and of funds for amortisation from the expenditure side, the deficit or surplus figures here given 
do not in all cases agree with those in the following chapters. The method indicated has been 
adopted in order to arrive at grand totals of net revenue and expenditure and thus to ascertain 
the deficit to be met by fresh borrowing or the surplus available for amortisation. It should, 
however, be observed that even then the connection between the development of the public 
debt and the budgets is not fully shown. Disturbing factors, such as borrowing for needs 
outside the budget, amortisation at, above or below par, conversion increasing the nominal 
amount of the debt, and repayment from other sources than revenue funds, often obscure the results. 
Nevertheless, the significance of the budget figures may be appreciated by comparing them with 
the changes in the public debt. 

With regard to the tables of the public debt (Table B) it should be noted that the distinction 
between funded (consolidated) and unfunded (non-consolidated or floating) debt is not drawn in 
the same way in all countries. Some countries regard as floating debt only typical short-term 
obligations, Treasury bills, bank advances and State notes issued, which are either due on demand 
or mature within, say, a year. In that case, Treasury bonds of 2 or 3 years’ currency are shown 
as longterm debt (France, United Kingdom). Other countries include in the funded debt only 
real State loans and permanent debt, while obligations maturing after 3, 4 or 5 years are 
regarded as unfunded debt (Switzerland, U.S.A.). These differences, although they render 
the floating debt figures for the various countries incomparable inter se, do not render inaccurate 
the changes in the debt from one year to another for a given country. 

It is also important to draw attention to the varying methods of calculating foreign debt. 
The general rule is to regard as foreign debt all loans issued in foreign countries and advances from 
foreign Governments. No consideration is given either to the repurchase of bonds by residents 
in the home country or to the export of bonds originally issued in the home market. Such 
transactions may lead to great changes in the situation. It is a well-known fact that a number of 
European bonds passed into non-European hands during the war and that some of the neutral 
States repurchased and are continuing to repurchase a considerable portion of their foreign 
obligations. Few countries, however, are in a position to furnish information regarding such 
movements. 

There is another important point to be considered with regard to foreign debt. This debt 
is generally repayable in foreign currencies. Most countries adopt a par rate of exchange for 
conversion into domestic currency; others make use of the current rate of exchange, while others 
calculate the foreign debt according to the rate prevailing when the borrowed funds were drawn 
upon. As far as sufficient data have been available, the foreign debt in the tables has been 
converted at par rate of exchange, while a calculation of the same debt at current rates of 
exchange has been given in the footnotes to the tables. 

1 For more detailed explanation of the method of recalculation, see "Memorandum on Public Finance, 
1921," pages iv and v. 



Table B 

CHANGES IN THE PUBLIC DEBT OF VARIOUS COUNTRIES: 

DOMESTIC DEBT — FUNDED AND FLOATING—AND FOREIGN DEBT. 



X 

Table B. 

BELGIUM 

Francs (ooo.ooo’s omitted) 

Date Period 

Domestic Debt (a) 

Funded 

Amount Movem4 

(+ °r—) 

Floating 

Amount 
(+ or- 

Total 

Amount Movem* 
(+ or—) 

Foreign Debt (b) 

Amount 
(c) 

Movem1 

(+ or —) 

Total Debt 

Amount 

End of 1918 
Dec. 31,1920 
Dec. 31,1921 

24 months 

Movem1 

(+ or—) 

3.838.1 
8,554-5 

10,970.- 
+ 4,716.4 
+ 2,4i5-5 

5,792.5 

14,224.5 
16,770.- 

+ 8,432.- 
+ 2,545-5 

9,630.6 
22,779.- 
27,740.- 

+ 13,148.4 
+ 4.96I.- 

319 9 
2,457.9 
2,879.7 

+ 2,138.- 
+ 421.8 

9,950.5 
25,236.9 
30,619.7 

+ 15,286.4 
+ 5,382.8 

(o) The Domestic Debt includes (1) the so-called “ inter-priivincial” debt which consists of the cliarges imposed on Belgium during the German occupation), 
(%) bonds repr senting compensiiion for war damage, (3) capitalisation of annuities s'ill to be paid to the “Credit communal” for damages to" 
t e municipal ties and (4) d-‘bt incu red on account of the withdrawal of marks tabo it. 7,500 million francs). 

(bi Advances granted by the Allies during the war are, according to Article 232 (3) of the Treaty of Versailles, to be paid by Germany and are, therefore 
not included in the Foreign Debt. 

<c) The roreign Debt has been converted at par rate of exchange. At current rates of exchange the amounts would be : 

December 31, 1920 
December 31, 1921 

Francs (OOh.OOO’s omitted). 
Foreign Debt Total Debt 

6,498.8 29,277.8 
6,494.4 34,234.4 

FRANCE 

Francs (000,000’s omitted) 

Date Period 

Domestic Debt (a) 

Funded (b) 

Amount Movement 
(+ or—) 

Floating (c) 

Amount Movement 
(+ or —) 

Total 

Amount Movement 
(+ or—) 

Foreign Debt (d) Total Debt 

Amount Movement 
(+ or—) 

Amount Movement 
(+ or—) 

Jan.1,1919 
Jan.1,1920 
May 31, 1921 
March 31,1922 

12 months 
17 » 

67,779 
98,636 

136,071 
155,058 

+ 30,857 
+ 37,435 

+ 18,987 

56,0x5 
79,236 
86,132 
87,050 

+ 23,221 
+ 6,896 
+ 9i8 

123,794 
177,872 
222,203 
242,108 

+ 54.078 
+ 44,331 

29,320 
33,600 
35,535 

+ 19,905 35,724 

+ 4,280 
+ i,935 

+ 189 

153,114 
211,472 
257,738 
277,832 

+ 58,358 

+ 46,266 
+ 20,094 

(а) The Domestic Debt includes the loans issued by the Credit National for purposes of reconstructi on. 
(б) The Fun ted Debt includes the capital value of annuities issued to war victims in the devastated districts (smistr^s), to railway companies and to various 

other institutions. Two-year Treasury bonds ate also included in the Funded Debt. 
<c) Details of the two main items of the Floating Debt are as follows : 

Francs (000,000’s omitted). 
Jan. 1st, Jan. 1st, May 31st, March 31st, 

Bans de la Defense nationale 
Advances by the Bank ol France 

1919 

35,3ts5 
18,QUO 

1920 

4 ,140 
25,600 

1921 

51,812 
26,2u0 

1922 

60,839 
21,500 

53,385 71,740 78,012 82,339 

By an agreement daten April, 1921, the State has undertaken to repay to the Bank of France not less than 2 milliard francs annually from January 1st, 1921. 
(d) Foreign Debt has been converted at par rate of exchange. If it wtre converted at the rates current on the dates to which the respective statements refer, 

the debt would amount to : 
Milliards of francs 

Date Domestic Debt Foreign Debt Total Debt 
January 1st, 1919 123 8 27.3 151.1 
January 1st, 1920 177.9 62 4 240.3 
May 31st, 1921 222.2 75.2 297 4 
March 31st, 1922 242.1 74.9 317.- 

The Foreign Debt, as stated in the table above, does not include interest accrued and remaining unpaid. 
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BELGIUM. — The estimated budget deficits for the years 1919 to 1922 have been as follows: 
Frs. 

1919   6,105,687,000 
1920   7,071,531,000 
1921   4,005,451,000 
1922   1,142,151,000 (estimate of Feb. 1922). 

For the three years 1919, 1920 and 1921, the deficits together amount to 17,182.7 million francs. During 
the same period the public debt increased by 20,669.2 million francs, foreign debt being calculated at par rate 
of exchange, and by at least two million francs more if account were ti'ren of the exchange rates at the time 
when the borrowed funds were drawn upon. The difference between the aggregate deficit and the increase 
in the public debt is mainly accounted for by the inclusion in the debt of the liabilities incurred in connection 
with the withdrawal of German marks. 

The reduction in the estimated deficit for the year 1922 results mainly from the higher estimate of the 
amount to be paid by Germany as reparation proper. The deficit for 1922 would actually have amounted to 
about 3% milliard francs if the reparation receipts had been estimited at the same amount as last year —• 
namely 600 millions — instead of at 3 milliard francs. 

When submitting the budget in February 1922, the Finance Minister announced that the following econ - 
omies had been effected in the budget for 1922 compared with that of the preceding year: The administrative 
expenditure had been reduced by from 20 to 30 million francs, the extraordinary expenditure had been reduced 
by 90 million francs, and the reparation charges by 175 million francs. 

Parliament slightly reduced the saving in administrative expenditure, but a further saving of some 30 
million francs was effected in the extraordinary expenditure. 

FRANCE. — The French financial system adopted since the Armistice differentiates between: (a) the 
General Budget, (b) the Special Budget of Recoverable Expenditure (reparation and pension charges and the 
cost of the army of occupation), and (c) Special Accounts of the Treasury. 

The General Budget has shown the following figures: 

1919 
1920 
1921 
1922 

Francs (000,000’s omitted! 
Expenditure Revenue Deficit 

(excluding amortisation) (excluding proceeds of loans) 
33,905 11,586 22,319 
29,136 19,821 9,315 
27,086 21,217 5,869 
23,636 23,381 255 

The Budgets of Recoverable Expenditure (shown below) are balanced by proceeds from credit operation s, 
except for the portion covered by funds received from the Reparation Commission. The net debit balances 
of the Special Accounts of the Treasury are also shown below: 

Francs (000,000’s omitted) 
Total Expenditure in the Budget Debit Balances of the Special 

of Recoverable Expenditure Accounts of the Treasury 

1919 I5,4
8
I v 3,387 

1920 22,279 5,092 
1921 21,423 2,714 
1922 23,084 500 

The Special Treasury Accounts are in process of liquidation. 
The General Budget estimates for 1923 submitted by the Finance Minister give the following compari- 

son between the expenditure and revenue in 1922 and 1923: 
Francs (000,000’s omitted! 

1922 1923 

Ordinary expenditure 1  23,334 
Extraordinary expenditure  i,354 

24,688 

Normal revenue  19,831 
Exceptional revenue  3,55° 
Proceeds of loans  1,320 

21,903 
1,277 

23,180 

18,060 
1,225 
3,900 

24,701 23.185 

The Chamber of Deputies, when submitting the budget to the Senate in December, 1922, estimated 
that loans would be required to the amount of 3,700 million francs instead of 3,900 millions as in the 
Government proposal. 

Including amortisation. 



Table B (continued). 

ITALY 

Lire (000,000’s omitted) 

Date Period 

Domestic Debt 

Funded (a) 

Amount Movement 
(+ or—) 

Floating (6) 

Amount 
Movement 

(+ or—) 

Total 

Amount 
Movement 

(+ or—) 

Foreign Debt (c) 

Amount 
Movem* 
(+ or—) 

Total Debt 

Amount 
Movem* 
(+ or—) 

Dec. 31,1919 
June 30, 1920 
June 30, 1921 
Jan.1,1922 

6 months 

12 » 

6 » 

52,302.6 
54.972.- 
55.062.- 

— 21,361.- 
+ 2,669.4 30.597-- 
+ 90.- 35.718.4 

+ 9.236.- 

+ 5.121.4 

63,928.- 
73,663.6 
85,569.- 
90,780.4 

— j 20,202.- 
+ 9.735-6 20,265.- 
+ 11,905.4 20,857,9 
+ 5,211.4: 21,245.3 

+ 63.- 
+ 592.9 
+ 387+ 

84,130.- 
93,928.6 

106,426.9 
112,025.7 

+ 9.798.6 
+ 12,498.3 
+ 5.598.8 

* Details not available. 
(«) The Funded Debt in the table above includes Treasury bonds current for 7, 5 and 3 years. 
(61 The Floating Debt includes Treasury bonds current for one year or less, State notes in circulation, bank-notes issued on Treasury account and the debt to 

t e Deposit and Loan Bank. 
(e) The Foreign Debt is calculated at par rate of eichange. 

UNITED KINGDOM 

f’s (000,000’s omitted) 

Date 

March 31,1919 
March 31,1920 
March 31,1921 
March 31,1922 

Domestic Debt 

Funded (a) 

Amount 

4.750.8 
5.286.5 
5.169.5 

5.543-2 

Movem1 

(+ or—) 

+ 535-7 
—117.- 

+373-7 (*) 

Floating (6) 

Amount 

I,3i9.3 
1,263.5 
1,243.2 
1,020.9 

Movem1 

(+ or—) 

— 55-8 
— 20.4 
—222.3 

Other Ca- 
pital Lia- 
bilities^) 

46.1 
46.9 
48.7 
66.2 

Total Dom. Debt 
Movem* Amount 

6,116.2 
6,596.9 
6,461.4 
6,630.3 

(+ or—) 

+ 480.7 
— I35.5 
+ 168.9 

Foreign Debt {d) 

Amount 
Movem* 

(+ or—) 

1,364.9 
1,278.7 
1,161.6 
1,090.2 

— 86.2 
—117.1 
— 71-4 

Total Debt 

Amount 

7,481.1 
7,875.6 
7,623.- 
7.720.5 

Movem* 
(+ or—) 

+ 394-5 
—252.6 

+ 97-5(/) 

(0) Excluding Funding Loan and Victory Bonds tendered for death duties under 9 and 10 Geo. V, c. 37, and held by the National Debt Conamissioners 
until withdrawn or paid olf. The amounts of such bonds were £3.0 million, £11.1 million and £22.0 million on March 31st, 1920,1921 and 1922, 
respectively. Compare the table on p. 198. 

(6) The domestic Floating Debt comprises Ways and Means Advances and Treasury Bills except th'se ifsued as collateral for loans payable abroad. 
The latter are included in the Floating Debt as staled on p. 187, hence the difference between the figures. 

(e) Other Capital Liabilities comprise loans taken up under special Acts, for investments, etc. See table on p. 199. 

(d) Converted at par rate of exchange. The amounts in the table do not include liability for accrued interest remaining unpaid. On March 31st, 1922, 
liability on that account amounted to U.S.A. $509.1 million. 

(«) In April, 1921, National War Bonds to the amount of f 164.1 million were converted into a 3 Vs °/o Conversion Loan amounling, nominally, to 
£266.1 million. The increase n the face value of the funded domestic debt is accounted for by this conversion and by the substitution of 
Funded for Floating and of Internal for External debt. 

(f) The increase is due to the conversion described in note («); apart from that there would have been a slight decrease in the total debt. 



XIII 

ITALY. — The deficits in the budget since 1919 have amounted to: 

Lire (000,000’s omitted) 

1919/1920 (Closed accounts)  7>885.9 
1920/1921 (Preliminary closed accounts)  10,712.5 
1921/1922 (Budget estimates)  4»IO5-6 
1922/1923 (Budget estimates)  2,761.7 

It should, however, be observed that the revenue side contains various receipts from loan operations 
(to cover capital expenditure). This explains the main difference between the deficit for the financial year 
1920/1921, which was 10,712.5 million lire, and the increase in the public debt, nearly 12,500 million lire. 
If the proceeds of loans were excluded from the revenue side of the budget, and funds appropriated for amorti- 
sation from the expenditure side, the deficit for 1921 /1922 would amount to 4,716.4 million lire and for 1922 /23 
to 3,818.7 million lire. 

Later estimates have, to a certain extent, given greater deficits than those quoted above. This is reflected 
in the increase in the public debt. 

In the estimates for both 1921 /1922 and 1922 /1923, 1,000 million lire have been anticipated as payments 
on account of reparation. 

The charges for reconstruction in war-damaged areas and new provinces were estimated at 1,320 million 
lire in the budget of 1921/1922 and at 1,520 million lire in the budget for 1922/1923. 

UNITED KINGDOM. — The position of the public accounts since 1920 has been as follows: 

£'s (000,000‘s omitted) 

Year 

1920/1921 
1921 /1922 
1922/1923 

Accounts Revenue Expenditure 

Closed Accounts 
Closed Accounts 
Estimates 

1,426.- 
1,124.9 

910.7 

1.195-4 
1,079.2 

910.1 

Difference 

+ 230.6 
+ 45-7 
+ -6 

Statutory 
Sinking Fund 
included in the 

expenditure 

21.3 
23-5 

Total 
surplus (4-) 

or deficit (—) 

+ 251.9 
+ 69-2 
+ -6 

In the budget of 1922 /1923 the statutory payments to sinking fund have been suspended, and maturing 
debt is to be met by fresh borrowing. On the other hand, provision has been made in that year’s budget for 
the payment of interest on the debt to the United States. 

In addition to the budget accounts, certain capital expenditure is authorised by special Acts of Parlia- 
mant and is met by creation of debt. This expenditure amounted to £10.1 million for the financial year 
1922 /1923. 

The accounts for the first nine months of the financial year 1922/1923 (April 1st - December 31st, 1922) 
show the following figures for actual revenue and expenditure: 

f’s (000,000’s omitted) 
Revenue Expenditure Difference 

Budget  585.6 572.6 -f 13.- 
Capital Expenditure, Loans ... — 7.8 — 

Attention must be drawn to the fact that, owing to the issue of Conversion Loans in 1921 and 1922 in the 
form of funding operations, the nominal amount of the debt has been increased, while savings in interest have 
been effected. No debt has, in fact, been incurred since 1920 by reason of borrowing to meet fresh expenditure. 
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Table B (continued). 

AUSTRALIA 

f’s (ooo.ooo’s omitted) 

Date 

June 30, 1919 
June 30, 1920 
June 30,1921 
June 30, 1922 

Commonwealth 

Foreign Debt {a) 

Movem* 
Amount (-j-or  

+ 5-6 

Valueof 
Property 

trans- 
ferred (b\ 

II.2 

H-4 
11-5 
II.2 

Total Debt of the 
Commonwealth 

Movem* 
(+or—) 

States 

Total Debt (c) 

Amount 

325.8 
381.3 
401.7 
416.1 

Amount 

+ 55-5 
+ 20.4 
+ 14.4 

396.4 
417.3 
474.8 

Movem* 
(+ or—) 

+ 20.9 
+ 57-5 

Commonwealth and States 

Deduction 
for Debt 
counted 

twice (d) 

28.- 
28.2 
48.6 

Total Debt of Com- 
monwealth and States 

Movem* 
(+°r—) Amount 

694.2 
770.4 
827.9 

-F76.2 
4-57-5 

* Deiails not av liable. 
(a) The Korean Debt, which is ell payaMe in l.ond n, includes indebtedness to the Government of the United Kingdom for moneys lent, payments 

made, services rendered and goods supplied dudng the war; this debt amounted 10 £91.5 million on June 30, 1922. 

The.n0™,",,0HnWna.Us",>-aK.its. e9!ab'l l,'ok 0V(,r thR Customs House, Post Office, etc. Later on, it was mutually agreed that the Commonwealth should he held liable to the States for the value of the property thus transferred. 

The debt of the Stales consisted of: 

(6) 

(«) 

Debt floated in London . 
» » » Australia 

June 30, 1919 
258.2 
138 2 

3it6.4 

f’s (000,000’s omitted). 
Juno 30, 1920 

263.4 
153.9 

417 3 

June 30, 1921 
271.8 
202.9 

474.7 

(d) During the war an agreement was concluded in accorlanco with which borrowing by the States was to be effected through the Commonwealth, 
this procedure has been tollowed even since the war. 

CANADA 

C. ff (ooo.ooo’s omitted) 

Date 
Funded 

Domestic Debt 

Floating (a) Total 

Amount 

March 31,1919 
March 31,1920 
March 31,1921 

1.475-9 
2,066.9 
1,989.8 

Movement 
(4“ or—) 

-f-591.- 
— 77-i 

Amount 

545-7 
502.7 
440.8 

Movement 
(4-or -) 

-43-- 
-61.9 

Amount 

2,021.6 
2.569.6 
2.430.6 

Movement 
(4-or—) 

4-548- 

—139. 

Foreign Debt (b) 

Amount 

438.6 
471.9 
471.9 

Movement 
4-(or—) 

4-33-3 

Total Gross Debt 

Amount 

2,460.2(c) 
3,041.5 
2,902.5 

Movement 
(4-or—) 

-f-581.3 

—139- 

Deduct 
Assets 

(d) 

647.6(c) 
792.7 
561.6 

Total Net Debt 

Amount 

1,812.6(c) 
2.248.9 
2.340.9 

Movement 
(4-or-) 

4-436.3 
4- 92.- 

(а) 

(б) 

(c) 

(d) 

The Floating Debt includes, in addition to temporary loans and Savings Bank balances, outstanding Dominion and provincial notes, trust 
Tlinne ann vurinnc rtfhav* ilnmo 0 funds and various other items 

The Foreign Debt consisted of: C. $ (000,000’s omitted). 
March 31, 1919 March 31, 1920 March 31, 1921 

Loans payable in London 3617 336.- 336.- 
Loans payable in New York 75 9 135.9 135 9 

438.6 471.9 471.9 

These figures are quoted from the Canada Yea, book 1920, published September 15, 1921. In the Public Accounts for the fiscal wear ended 
March 31, 1920, published at Ottawa in 1920, the following figures are given : 

Total Gross Debt Total Assets Net Debt 
March 31, 1919 .... 2,676,6 1,102,1 1,574,5 

for the year ended March 31, 1920, the figures as published in the Year Book and in the Public Accounts are in agreement. 

The assets deducted from the Gross Debt consist of cash in hand and in banks, special reserve advances to banks, provinces etc., secured, 
advances to imperial and foreign Governments, advances to Soldiers’ Settlement Board, sin ng funds and miscellaneous current accounts. 
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AUSTRALIA. — According to the Australian budget system, revenue and expenditure are accounted 
for on the Consolidated Revenue Fund and the Loan Fund, the latter of which is divided into the War Services 
Account and the Works Account. The Consolidated Revenue Fund has shown the following figures: 

^’s (000,000’s omitted) 

Year Accounts Pevenue 

Expenditure 

Total Amortisation 
Total less 

amortisation 
(d)- (e) 

Difference 
between 

(c) and if) 

(a) 

1920/1921 
1921/1922 
1922/1923 

' W 

Closed Accounts 
Closed Accounts 
Estimates 

(0) 

65-5 
64.9 
59-6 

(d) 

64.6 
65.1 
62.3 

(e) 

3-2 
3-- 

2.4 

(/) 
61.4 
62.1 
59-9 

(g) 

+ 4-i 
+ 2.8 
— -3 

The following expenditure has been charged to the Loan Fund: 

^’s (000.000’s omitted) 

Year Accounts War .services 
Account 

Public Works 
Account Total 

1920/1921 
1921/1922 
1922/1923 

Closed Accounts 
Closed Accounts 
Estimates 

24.1 
7.6 

10.3 

4.1 
5-2 
6.9 

28.2 
12.8 
17.2 

The War Service expenditure charged to the Loan Fund consists mainly of advances to States for the 
purpose of settling returned soldiers on the land (£6 million in 1922 /1923), and payment for house construction 
to the War Service Houses Account (^4 million in 1922 /1923). Pension charges and interest on war debt are 
included in the expenditure from the Consolidated Revenue Fund. 

The expenditure on the Public Works Account is all for capital purposes (construction etc.). 

CANADA. — The position of the Public Accounts of Canada since 1919/1920 has been as follows: 

EXPENDITURE. C. # (ooo.ooo’s omitted) 

Year Accounts 

Expenditure 
chargeable to 
Consolidated 

Fund 

Expenditure 
chargeable 
to capital 

Railway 
Subsidies 

War and 
Demobilisa- 

tion 

Other 
Charges 

Total 
Expenditure 

1919/1920 
1920 /1921 
1921 /1922 
1922 /1923 

Closed Accounts 
Closed Accounts 
Estimates 
Estimates 

303-8 

361.1 
568.7 
440.8 

69-3 
40.- 
28.2 
17.8 

346.6 
l7 ■- 
8-5 
8.4 

740.- 
418.6 
605.4 
467.- 

REVENUE. C. $ (000,000’s omitted) 

Year Accounts 
Consdidated 

Fund 
Receipts 

Other Receipts Total Revenue 
Difference between 

Revenue and 
Expenditure 

1919/1920 
1920/1921 

Closed Accounts 
Closed Accounts 

349-7 
434-4 1.9 

349-7 
436.3 + 

390.3 

17.7 

It should be observed that there are several separate accounts which affect the financial position, as for 
instance, the Account of Advances to Provinces, Banks, etc., and the Account of Advances to Imperial and 
Foreign Governments. There were net receipts on these two accounts during the financial year 1920/192 
amounting to $18.7 and $23.8 million respectively. 
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Table B (continued). 

BRITISH INDIA 

Rupees (000,000’s omitted) 

Date 

March 31,1919 
March 31,1920 
March 31,1921 

Domestic Debt 

Permanent | Temporary (a) j Total 

Amount 

1,990 7 
2,194-3 
2,477-5 

Movement 
(+or—) 

+203.6 
+ 283.2 

Amount 

1,086.8 
1,104.2 
1,344-3 

Movement 
(+°r—) 

+ 17-4 
+ 240.1 

Amount 

3,077.5 
3,298.5 
3,821.8 

Movemenl 
(+or—) 

+ 221.- 
+ 523-3 

Foreign Debt (6) 

Amount 

2,025.3 
1.926.3 
1.913.3 

Movement 
(+or—) 

—99- 
—13- 

Total Debt (c) 

Amount 

5.102.8 
5.224.8 
5,735.1 

Movement 
(+or—) 

+ 122.- 
+ 510.3 

(a) The Temporary Debt consists of Treasury bills (amounting to 1,049.3 million rupees on March 31, 1921) and issues of war 
bonds with a few years’ currency (295.1 million rupees on March 31, 1921). Of the Treasury bills 612.6 million rupees 
were held in the Paper Currency Reserve against currency notes issued. 

(>l The Foreign Debt is repayable in f’s sterling, converted above according to the official ratio between the silver rupee and 
the /.; i.t. £ 1 = 10 rupees. 

(e) In addition to the Permanent and Temporary Debt there are various obligations such as savings bank balances, depart- 
mental and judicial deposits. On March 31, 192>, these obligations amounted to 798.1 million rupees, making the total 
liabilities of India on that date 6,533.2 million rupees. 

NEW ZEALAND 

£'s (000,000’s omitted) 

March 31,1919 
March 31,1920 
March 31,1921 
March 31,1922 

Domestic Debt 

Inscribed Stock 

Amount 

19.2 
26.9 
33-i 

Movement 
(-f°r—) 

+ 7-7 
+ 6.2 

Debentures (a) 

. . Movement1 

Amount , . _ \ 
(+ or—) 

57-8 
75-2 
74.1 

+ 17-4 
— 1.1 

Total 

Amount 

77.- 
102.1 
107.2 
110.9 

Movement 
(+ or—) 

+ 25.1 
+ 5-i 
+ 3-7 

Foreign Debt (b) 

Amount 

99.1 
99.1 
99.1 

108.2 

Movement 
(+ or—) 

+ 9-1 

Total Debt 

Gross 
Debt (c) 

Amount 

176.1 
201.2 
206.3 
2191 

Net 
Debt (c) 

Amount 

170.1 
193.9 
197.6 
208.4 

Movement 
of 

Net Debt 
(+ or—) 

+ 23.8 
+ 3-7 
+ 11.2 

* Details not available. 

(а) Debentures consist of securities at 5 to 10 years’ currency and are not, therefore, to be regarded as floating debt. 

(б) On March 31st, 1921, the Foreign Debt consisted of: £ (009,000’s omitted) 
Inscribed tock raised in London 68 2 
Debentures » » » 27.5 

» » » Australia 3.4 

Total 99.1 

(c) A compulsory sinking fund was constituted by Act of Parliament in 1910. 
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BRITISH INDIA. — The year 1921 /1922 witnessed a new distribution of functions between the Central 
and Provincial Governments in India and a consequent change in the budget system. The budget figures 
for the year 1921 /1922 cannot, therefore, be directly compared with the figures for the preceding years. In 
the budget estimates introduced in the Indian Legislative Assembly on March 1st, 1922, the revenue and expen- 
diture from the closed accounts for the financial year 1920/1921 were recast in accordance with the new division 
of functions between the Central and Provincial Governments. 

Rupees (000,000’s omitted) 

Ordinary Revenue , . 
Ordinary Expenditure 

1920/21 

Closed Accounts 

1,168.- 
1,490.8 

Deficit — 322.8 

1921/22 

Revised 
Estimates 

1.147-3 
I.435-I 

— 287.8 

1922/23 

Estimates 

1.337-9 
1,429.5 

— 91.6 

The capital expenditure to be met by borrowings has been: 

Rupees (000,000’s omitted). 

Year Account Railway 
construction 

Oiher 
outlay Total 

1920/1921 
1921 /1922 
1922 /1923 

Closed Accounts 
Revised Estimates 
Estimates 

258.9 
236.8 
300.- 

25- 
27.9 
70.8 

283.9 
264.7 
370.8 

NEW ZEALAND. — According to the budget system of New Zealand, revenue and expenditure are 
accounted for in one of the following: 

(a) The Consolidated Fund, 
(b) The Public Works Fund, 
(c) Separate accounts or funds especially created. 

The Consolidated Fund Account records the ordinary revenue and expenditure. The Public Works Fund 
Account contains receipts from loans or transfers from the Consolidated Fund and expenditure on public 
works, immigration and special services legally chargeable to that account. Among the other accounts, parti- 
cular mention should be made of the War Expenses Account and the Discharged Soldiers Settlement Account. 

The Consolidated Fund: 

£ (000,000’s omitted) 

Year Accounts Revenue 
Expen liture 

incluilins; 
Sinking Fund 

Difference 
Public 

Works Fund 
Expenditure 

1920/1921 
1921 /1922 
1922 /1923 

Closed Accounts 
Closed Accounts 
Estimates 

34-3 
28.1 
26.3 

28.1 
28.5 
28.1 

+ 6.2 
— -4 
— 1.8 

3-1 
5-5 
5-1 

On the War Expenses Account, the expenditure in 1920/1921 amounted to £3.2 million, and on the Dis- 
charged Soldiers Settlement Account to £8.1 million in the same year. 

The total borrowings for the ‘‘Separate accounts and funds specially created” amounted to £17.1 million 
in 1920/1921. 
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Table B (continued). 

UNION OF SOUTH AFRICA 

£'s (000,000’s omitted) 

Date 

Domestic Debt 

Funded 

Amount 

March 31,1919 
March 31,1920 
March 31,1921 
March 31,1922 

35-2 
42- 5 
43- 3 

llovement 
( + or—) 

+ 7-3 
+ -8 

Floating 

Amount 
Movement 
(-r or—) 

6.1 — 
8.- + 1.9 

12.2 j + 4.2 

Total 

Amount 

41.3 
50.5 
55.5 

Movement 
(-)-or—) 

+ 9-2 
+ 5-o 

Foreign Debt(o) 

Amount 

125.1 
123.4 
123.1 

Movement 
(+ or—) 

— i-7 
— -3 

Total Gross Debt [b) 

Amount 

166.4 
173.9 
178.6 

Movement 
(+or—) 

+ 7-5 
+ 4-7 

Deduct 
Sinking 
Fund 

9-2 
9-9 

11.1 

Total Net Debt 

Amount 

157.2 
164.- 
167.5 
180.2 

Movement 
(+or—) 

+ 6.8 
+ 3-5 
+ 12.7 

* Details not available. 

(a) The Foreign Debt, •which is all payable in London, includes advances from the Imperial Government amounting to 5 million on June 30, 1921. 
At the same date, Treasury bills’to the value of £ 3 million were issued in London. ’J he rest of the foreign debt consisted of funded loans. 

(b) The responsibility for the whole of the I ublic 1 ebt, even that of the provinces and municipalities, is vested in the Union Government. 

THE NETHERLANDS 

Florins (000,000’s omitted) 

Date 

Domestic Debt (*) 

Funded 

Amount 
Movement 
(+ or—) 

Floating [b) 

Amount 
Movement 
(+ or—) 

Total 

Amount 
Movement 
(+ or—) 

January 1, 1919 
January 1, 1920 
January 1, 1921 
January 1, 1922 
January 1, 1923 

1,850.6 
2,189.2 
2,569-1 
2,502.1 
2,745-2 

+ 338.6 
+ 379-9 
— 67.0 
+ 243.1 

686.8 
574-9 
513-8 

834-4 
814.7 

(c) 

{d) 
(«) 

— in.9 
— 61.1 
+ 320.6 
— 19.7 

2.537.4 
2,764.1 
3,082.9 
3.336.5 
3,559.9 

226.7 
318.8 

253-6 
223.4 

(a) The first foreign loan was raised by the Netherlands in February, 1922, and amounted to 123 million florins. 

(f>) On December 27th, 1922, the Floating Debt consisted of : 
Florins 

(e) January 25lh, 1919. 

(4) December 27th, 1921. 

(e) December 27tb, 1922. 

Treasury bills  
Treasury promissory notes . . . . 
Advances from the Bank of the Netherlands . 
Balance on bostal Deposit Account . . 
Silver bonds  

Total 

000,000’s omitted) 

207.2 
475.- 

14 8 
8» 8 
31.9 

814.7 
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UNION OF SOUTH AFRICA. — All revenue and expenditure, except those of the Railway and Harbour 
Administration, are accounted for on the Consolidated Revenue Fund, which is divided into Revenue Account 
and Loan Account. The position of the various accounts since 1920/1921 has been as follows: 

^’s (000,000’s omitted) 

Year 

1920/1921 
1921/1922 
1922/1923 

1921 /1922 
1922/1923 

1920/1921 
1921 /1922 
1922 /1923 

Accounts Revenue 

REVENUE ACCOUNT. 

Closed Accounts 
Estimates 
Estimates 

29.7 
29.3 
27.9 

LOAN ACCOUNT. 

Estimates 
Estimates 

—•7 
—.8 

RAILWAYS AND HARBOURS. 

Closed Accounts 
Estimates 
Estimates 

Expenditnie Difference 

30.1 
30.2 
28.7 

11 -5 
11.1 

—•4 
— •9 
— .8 

—10.8 
—10.3 

The expenditure shown in the Revenue Account includes amortisation, amounting to /. 5 million for each 
of the financial years 1920/1921, 1921 /1922 and 1922 /1923. The expenditure in the Loan Account is almost 
exclusively for capital purposes. The deficit on the Railways and Harbours Account (which also includes the 
steamship service) is calculated after providing full interest on capital invested and contributions made to 
pension and betterment funds. 

_ z1™ NETHERLANDS. The prevailing budget system differentiates between (a) the General Budget 
and (b) the Loan Fund of 1914, which is charged with interest and amortisation of so-called “crisis loans” which 

figures’116 thG greater part °f the borrowings during the war. The General Budget has shown the following 
FI. (000,000’s omitted) 

Year Accounts Revenue 
Expenditure 

inclu ling 
amortisation 

Deficit 

1920 
1921 
1922 
1923 

Prelim. Closed Accounts. 
» » » 

Estimates 

801.7 
692.8 
607.1 
581.9 

910.9 
992.3 
887.2 
808.2 

109.2 
299.5 
280.1 
226.3 

year "i922SUm ^ ^ ^ amortlsatlon amounts to I9-5 million florins in the budget estimates for the financial 
The Loan Fund shows the following figures for 1921 and 1922 (budget estimates): 

FI. (000,000’s omitted) 
1921 1922 

Total revenue  Io6._ (about) IOO>_ 
Total expenditure .... 102.— 83 6 

fl™-ntCC0T>Sgct0 f late.^ e®timat®> tbe surplus for 1922 will amount to 34-35 instead of about 15 % million 
budget ThlS SUrplUS WlU be camed to the revenue side of the General Budget to diminish the deficit of that 
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SWITZERLAND 

Swiss francs (000,000’s omitted) 

Date 

Federation 

Domestic Debt 
Funded 

Amount 
Movement 

(4-or - ) 

Floating (a) Total 

Amount 
Movement j 

( +°r —) Amount 
Movement 
+ or—) 

Foreign Debt (b) 

Amount Movement 
(+ or —) 

Deduct 
Amortis. 

Fund 

Total Debt 

Amount Movement 
( + or—) 

Dec. 31,1918 
Dec. 31, 1919 
Dec. 31,1920 
Dec.31,1921 

1,078.3 
.1,215.1 
1,296.9 
1,449.2 

+ 136.8 
+ 81.8 
+ 152.3 

428.7 
435“ 

311 6 

372.6 

+ 6.3 
—123.4 
+ 61.- 

1,507.- 
1,650.1 
1,608.5 
1,821.8 

+ r43-i 
— 41.6 
+ 213-3 

1665 
309- 
309.- 

+ 166.5 
+ 142-5 

26.1 
22.5 
18.2 
14.2 

1,480.9 
1,794.1 
1,899.3 
2,116.6 

+ 313-2 
+ 105.2 
+ 217.3 

(a) The floating debt includes 3- and 4-year Treasury bonds. 

(h) The foreign debt consists of: 

A loan from U.S.A. in August, 1919, amounting to § 23 million, converted at the rate of 5 50 frs = ^ 1 

» » July, 1920, » 30 » » » » 5.70 » # 1 (par : 5.182 frs = ft 1). 

Date 

Federal Railways (c) 

Funded 

Amount Movement 
(+ or—) 

Floating 

Amount Movement 
(+ or—) 

Total 

Amount Movement 
(+ or—) 

Federation and 
Federal Railways 

Total Debt 

Amount 
Movement 
(+ or—) 

Dec. 31, 1918 
Dec 31, 1919 
Dec. 31, 1920 
Dec. 31, 1921 

1,637-4 

1,742.4 
1,790.1 
2,009.- 

+ 105- 
+ 47-7 

+ 218.9 

17.5-7 

216.2 
352.1 
274.6 

+ 40.5 
+ 135-9 

— 77-5 

1.813.1 
1.958.6 
2.142.2 
2.283.6 

+ 145-5 

+ 183-6 
+ I4I-4 

3,294- 
3,752.7 
4,041.5 
4,400.2 

+ 458.7 

+ 288.8 
+ 358.7 

(c) The debt service of the Federal Railway Debt is charged to the independent budget of the Federal Railway Administration. 

SWEDEN 

Kronor (000,000’s omitted) 

Date 

Dec. 31,1919 
Dec. 31,1920 
Dec. 31,1921 
Nov.30,1922 

Domestic Debt (a) 

Funded 

Amount 

754-4 

862.9 
1,093-4 

Mo'ement 

(+ or—) 

+ 108.5 
+ 230.5 

Floating (b) 

Amount 

285.5 
215-9 

77.6 
97-8 

Movement 

(+ or—) 

— 69.6 
—138.3 
+ 20.2 

Total 

Amount 

1,039.9 
1,078.8 
1,171- 

Movement 

(+or—) 

+ 38.9 

+ 92.2 

Foreign Debt (a) (c) 

Amount 

527.1 
417.7 
304.- 

Movement 

(+ or—) 

-109.4 
- 77-7 

Total Debt 

Amount 

1,567.- 
1,496.5 
1,511- 
1,555.7 

Movement 

(+or—) 

— 7°-5 

+ 14-5 
+ 44-7 

* Details not available. 

(aj The foreiirn debt eomprises bonds in the hands of residents in foreign countries, the amount outstanding being calculated 
by the National Debt Board The decrease in the foreign debt is only due in part to repayment of the debt and mainly 
to repurchases of bonds by Swedish residents. It is understood that the figures representing foreign debt are too high rather 
than too low. 

(bj The Floating Debt consists of Treasury bills, advances from banks and from various public institutions. On November 30th, 
19122, there were no advances from the Cemral Bank or other banks. 

(c) The Foreign Debt is calculated at par rate of exchange. 
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SWITZERLAND (the Federation only). — The Swiss Federal Revenue and Expenditure are not accounted 
for in one comprehensive budget but divided up into several different accounts: (i) Administration, (2) Extra- 
ordinary Expenditure, (3) Expenditure for Construction, (4) Expenditure from Funds, (5) Cost of Mobilisation 
and (6) Federal Railways. 

The Administration Account and the Account of Extraordinary Expenditure show the following figures: 

Frs. (000,000’s omitted) 

Year Accounts 
Administration Account 

Revenue Expenditure Deficit 

Extraordinary 
Expenditure 

Account 

Total 
Deficit 

1920 
1921 
1922 
1923 

Closed Accounts 
Closed Accounts 
Estimates 
Estimates 

422.2 
425-7 

521.6 
509.6 

103.4 
104.1 
99-4 

83-9 

182.3 
146.7 
130.- 
100.- 

285.7 
250.8 
229.4 
183.9 

The Extraordinary Expenditure is for social purposes, and is estimated at 100 million francs for 1923, 
of which 82.5 million francs is for unemployment relief (excluding charges on the Unemployment Fund). 

The expenditure for construction amounts to 4 million francs and the charges on the Unemployment 
Fund to 11 million francs. 

There is no longer any expenditure on the Cost of Mobilisation Account. The negative balance on that 
account (opened in 1915) amounted on October 31st, 1922, to about 800 million francs. The amount still 
outstanding of the Duty on War Profits, estimated at 5 million francs for 1923, and the yield of the New War 
Tax are not shown among the receipts on the Administration Account, but specially assigned to the redemption 
of the Mobilisation debt. If the amount of the taxes referred to — 25 million francs — were deducted from 
the estimated deficit for 1923 as shown in the table above, the net deficit for that year would amount to 
158.9 million francs. 

The Profit and Loss Account of the Federal Railways showed a deficit of 72.5 million francs for 1921 and 
of 30.3 million francs for 1922. 

During 1920, capital expenditure on the railways amounted to about 120 million francs, the greater part 
of which was for electrification. 

SWEDEN. — The position of the Public Accounts since 1920 has been as follows: 

Kronor (000,000’s omitted). 

Ye;ir Accounts 

1920 
1921 
1922 

Closed Accounts 
Closed Accounts 
Estimates 

Revenue excluding 
proceeds of loans 

Expenditure excluding 
amortisation 

891.7 
960.9 
838.3 

906.2 
1,146.- 

937-9 

Deficit 

14-5 

185.1 
99-6 

While the sum of the deficits for 1920 and 1921 amounts to 199.6 million kr., the public debt decreased 
by 56 million kr. during the same period. The difference is explained by the fact that various war organi- 
sations for the supply of foodstuffs, fuel, etc., sold off their stocks and were accordingly in a position to restore, 
to a considerable extent, capital which they had previously required. The funds thus restored have not been 
accounted for as revenue in the annual budget, but were directly assigned to the repayment of debt. No debt 
has been incurred during the last three years for purposes other than that of meeting capital expenditure . 
It should also be observed that a part of the capital expenditure has been met by taxation. 
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Table B (continued). 

NORWAY 
Kroner (000,000’s omitted) 

Date 

Domestic Debt 

Funded 

Amount Movement 
(+ or—) 

Floating (a) 

Amount Movement 
(+ or—) 

Total 

Amount Afo'cment 
(+ or—) 

Foreign Debt {b) 

Amount Movement 
(+ or —) 

Total Debt 

Amount Movement 
(+ or—) 

June 30, 1919 
June 30, 1920 
June 30, 1921 
June 30, 1922 

256- 
395-1 
445-8 

+ I39-I 
+ 50.7 

420.2 
397-2 
336.4 
145.7 

- 23.- 
- 60.8 
-190.7 

676.2 
792.3 
782.2 

+ 116.1 
— 10.1 

331.8 
337.3 
433.7 

+ 5-5 
+ 96.4 

1,008.- 
1,1296 
1,215.9 
1,307.4 

+ 121.6 
+ 86.3 
+ 9i-5 

* Details not available 
(?) J,lne .30> 1,92,1 > Pore, th,an 95 °/o of the floating debt consisted of advances from private banks. 
W the foreign debt is calculated at par rate of exchange except as regards one U.S.A. loan of $20 million which has been 

converted at the rate of 5 Kr. = $1 (par : 3.73 Kr. ^ $ 1). 

DENMARK 
Kroner (000,000’s omitted) 

Date 

Domestic Debt [a) 

Funded {a) 

Foreign Debt (6) 

Amount Movement 
(+ or—) 

Amount Movement 
(+ or—) 

Total Debt 

Amount Movement 
(+or—) 

March 31, 1919 
March 31, 1920 
March 31, 1921 
March 31, 1922 

523.2 
671.9 
669.9 
667.8 

+ 148.7 
— 2.- 
-— 2.1 

257.3 
254 4 
404.8 
534.6 

— 2.9 
+ 150.4 (c) 
+ 129.8 

780.5 
926.3 

1,074.7 
1,202.4 

+ 145-8 
+ 148.4 
+ 127.7 

(а) All the domestic debt consists at present of long-term bonded loans. In 1919 and 1920 the Ministry of Finance overdrew on its 
current account with the Central Bank (the [National Banken). These overdrafts, according to Danish practice, were not 
included in the statement of the national debt, and this practice has been followed in compiling the table above. The 
overdrafts amounted: 

On March 31, 1919, to 84 2 million kr., and, on March 31, 1920, to 72.4 million kr. 
On March 31,1921, there were no longer any overdrafts of the kind. 

(б) The foreign debt has been converted at par rate of exchange except as regards a U.S.A. loan of $25 million, which has been 
converted at 6 kr. = $1 (par : 3.73 kr. = $1 > * 

(c) With regard to the increase in the foreign debt, see p. xxxvni. 

FINLAND 
  Markka (000,000’s omitted) 

Date 

Domestic Debt 

Funded 

Amount Movement 
(+or—) 

Floating [a) 

Amount Movement 
(-f or —) 

Total 

Amount Movement 
(+ or —) 

Foreign Debt (fe) 

Funded Floating 

Total 

Amount Movement 
(+ or—) 

Total Debt 

Amount Movement 
(+ or —) 

Dec. 31,1919 
Dec. 31, 1920 
Dec. 31, 1921 
Oct. 31, 1922 

906.6 
955- 9 
956- 

+ 493 
+ .1 

589- 
286.3 
I95-I 

-302.7 
- 95-2 

1,495.6 
1,242.2 
1,151.1 

-253-4 
- 91.1 

304.1 
535-5 
659.8 

136.4 

156.1 
67.1 

440.5 
691.6 
726.9 

+ 251.1 
+ 35-3 

1,836.- 
1,936.1 
1,933.8 
1,878.- 

+ 100.1 
— 2 3 
- 55-8 

* Details not available. 
A) The proceeds of the internal and external loans raised since December 31st, 1920, have been used mainly for the purpose of reducing the float- 
' „ *.nS doM by repaying in full the advances from private banks and tne greater part of the advances from the Bank of Finland. 
(6) Foreign loans are quoted in domestic currency converted at the rates prevailing at the dates of raising the loans; those of earlier date than 

1914 have accordingly been converted at par. 
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NORWAY. — The position of the Public Accounts for the financial years 1919/1920 and 1920/i 921 has 
been as follows: 

Kroner (000,000’s omitted) 

Year Accounts 

Expenditure 

Total Amortisation Total less 
amortisation 

Revenue 

Total Loans 

Difference 
  between 
Total less t«) & ■ A) 

Loans 

(a) 

1919 /1920 
1920/1921 

w 
Closed Accounts 
Closed Accounts 

(c) 

958.1 
903-4 

(d) 

6.- 
4-5 

(«) 

952.1 
898.9 

(/) 

850.5 

820.2 

(g) 

56.2 
64.6 

(h) 

794-3 

755-6 

(i) 

— 157.8 
— 143-3 

These figures, quoted from the “Annuaire Statistique de la Norvege”, 1921, include all expenditure in the 
ordinary and the extraordinary budget and also votes distinct from the budget. The ordinary budget showed 
a surplus of 47.6 million kroner for the year 1919 /1920, and a deficit of 75 million for the year 1920 /1921. For 
the financial year 1921 /1922 there was a deficit amounting to 53.2 million kroner in the ordinary budget, partly 
covered by surplus balances from previous years. 

DENMARK. — The position of the Public Accounts has been as follows: 

Kroner (000,000’s omitted) 

Year Accounts Bevenuc excluding 
proceeds of loans 

Expenditure excluding 
amortisation Difference 

1919/1920 
1920/1921 
1921 /1922 

Closed Accounts 
Closed Accounts 
Closed Accounts 

599-5 

504.2 
443.- 

598.4 

756.2 
630.7 

+ I-1 
— 252.- 
— 187.7 

The borrowings during the year 1919 /1920, causing an increase of 145.8 million kroner in the public debt, 
were devoted to augmenting the Treasury balances. By the following year these balances were considerably 
decreased by heavy new expenditure, of which not less than 150 million kroner were in connection with the 
reversion of the new provinces in South Jutland. 

Capital expenditure has amounted to 70.-, 205.2 and 135.4 million kroner for the financial years 1919/1920, 
1920/1921 and 1921 /1922 respectively. 

FINLAND. — The position of the Public Accounts since 1920 has been as follows: 

Markka (000,000’s omitted) 

Year Accounts Revenue excluding 
proceeds of loans j 

Expenditure 

Ordinary Extraordinary Total 

Difference between 
Revenue and 

Expenditure, to be 
covered by loans 

1920 
1921 
1922 
1923 

Closed Accounts 
Estimates 
Estimates 
Estimates 

1,971-1 

2,433-6 

2,176.7 
2,680.5 

1,471-4 

1,898.5 
1,931-3 

2,248.2 

618.1 
772.6 
245-4 

436.3 

2,089.5 
2,671.1 
2,176.7 
2,680.5 

— 118.4 
— 237.5 

balance 

The estimated expenditure for 1923 includes about 75 million markka for amortisation. 
The loans raised in 1920, which amounted to 118.4 million markka, were used chiefly for extraordinary- 

expenditure, viz., about 100 million markka as compensation to private individuals for losses incurred during 
the revolution and 4.5 million markka for purchase of an industrial concern. 

The whole amount of loans in 1921, 237.5 million markka, was contained in the additional budget for that 
year and was used solely for writing off depreciated assets, especially Russian. No loans were used in 1921 for 
actual State expenditure. 
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Table B (continued). 

CZECHOSLOVAKIA 

KS. (ooo.ooo’s omitted) 

Date 

Dec. 31,1920 

Dec. 31,1921 

Domestic Debt 
Funded Floating [b) Total 

Amount Movement 
(+ or—) Amount i Movement 

i (+ or—) 
Amount Movement 

I (+or—) 

Foreign Debt (c) 

Amount 
Move- 
ment 

(+ or—) 

Total Debt (d) 

Amount 
Movement 
(+ or —> 

3.388.9 

6,083.6 + 2.694.7(a) 

10,431.8 

12,315-7 

— j 13,820.7 
I 

+ 1,883.9 18,399.3 + 4.578.6 

8,863.1 

8,452.5 -410.6 

22.683.8 

26.851.8 + 4,168.— 

(«) During 1921 Czechoslovakia took over the responsibility for Austiian War bon.is to the amount of 1,100 million Kc. If this sum were deducted, 
the increase in the funded domestic debt would amount to 1,594.7 mdlion Kc. 

(6) The greater part of the floating debt consists of notes and cerlifirates issued in connection with exchange of Austro-Hungarian Bank notes (6,934.11 
million Kc. on December 3tst, 1921). 8 

(«) The foreign debt has been cal- ulaled ai current rates of exchange. It should be noted th t De Czec’ oslovak crown improved greatly during 1921. 
(d) The total debt as i.ere shown does not cover the whole of ihe liabiliiie. 0 the Czechoslovak Slate, as neither the liabilities under the Peace Treaty 

nor those of the Liberation Treaty are included. See pages 44 and 45. 

GERMANY 

Marks (000,000’s omitted) 

Date Period 

Domestic Debt 

Funded 

Amount Movement 
(+ or—) 

Floating (a) 

Amount Movement 
(+ or—) 

Total (b) 

Amount Movement 
(+ or—) 

March 31,1919 
March 31, 1920 
Sept. 30,1921 
Sept. 30, 1922 
Dec. 31, 1922 

12 months 
18 months 
12 months 

3 months 

92,396.4 
91,084.- 
73,495-2 

- 1,312.4 
-17,588.8 

63,696.- 
108,493.- 
228,708.5 
528,370.4 

1,495,900.- 

+ 44 797-- 
+ 120,215.5 
+ 229,661.9 
+ 967,529-6 

156,092.4 
199,577.- 
302,203.7 

+ 43,484-6 
+ 102,626.7 

* Details not available. 

(a) On September 30, 1922, the Floating Debt consisted of: 

Mar k s 
(000,000’s omitted) 

Treasury b'lls discounted . .    450,898.2 
Other liabilities arising from bills issued  45,‘45.5 
Treasury bills as security  31,726 7 

Total . . . ~528,370.4 

(b) A small part of the total debt is due to foreign countries. On March 31, 1910, the amount thus due was 3,149 million marks- 
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CZECHOSLOVAKIA. — The expenditure of Czechoslovakia is accounted for in the General Budget 
divided into ordinary and extraordinary budgets, and (since 1921) an Investment Budget which records the 
expenditure on works of public utility. 

The General Budgets have shown the following figures: 

K8 (000,000’s omitted). 

Year 
Ordin. 

Revenue 

Extraord. Total 

Expenditure 

Ordin. Extraord. Total 
Deficit 

1919 
1920 
1921 
1922 

2,614 
7.950 

15.923 
17,291 

1,096 
2,477 
1,376 
1,593 

3,7io 
10,427 
17,299 
18,884 

2,610 
7,175 

10,672 
13,289 

6,005 
8,103 
7,354 
6,524 

8,615 
15,278 
18,026 
19,813 

4,905 
4.851 

727 
929 

The expenditure in the Investment Budget has been estimated as follows: 

1921   3,052.5 million K5. 
1922   3,263.4 » » 

The liabilities incurred in taking over the responsibility for Austrian War Bonds are not shown in the 
budget accounts. 

GERMANY. — The following budget estimates for the financial year 1922/1923 were approved by the 
Reichstag on June 9th, 1922: 

Marks (000,000’s omitted). 
Receipts 

(a) Ordinary revenue  115,522 
(b) Extraordinary revenue  3.449 
(c) Loan operations  233,321 

Total  352,292 

Expenditure 

(a) Government administration . . . 105,902 
(b) Public undertakings  19,921 
(c) Peace Treaty obligations .... 226,469 

Total  352,292 

The following statement shows the actual receipts and expenditure for the first nine months of the financial 
year 1922/1923 (the period April to December): 

Marks (000,000’s omitted). 
Receipts 

Revenue (taxes, customs, etc.) . . . 344,914 
Forced loan  3,748 
Floating debt operations 1,223,010 

Total 1,571,672 

Expenditure 

General administration and Peace 
Treaty liabilities in mark currency . 1,011,421 

Peace Treaty liabilities in foreign 
currencies   233,622 

Funded debt  3,881 
Interest on funded debt  2,055 
Interest on other debt  46,983 
Postal and railway deficit  273,738 

Total 1,571,700 
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Table B (concluded). 

JAPAN 

Date 

March 31, 1919 
March 31, 1920 
March 31, 1921 
March 31, 1922 

Yen (ooo.ooo’s omitted) 

Domestic Debt (a) 

Amount Movement 
(+ or—) 

1.750.6 
1.966.7 
2,352.9 
2,718.1 

+ 2l6.I 
+ 386.2 
+ 365.2 

Foreign Debt (b) 

Amount Movement 
(+ °r—) 

1,311.1 
1,311.1 
1,424.4 
1,359.- 

+ II3.3 
— 65.4 

Total Debt 

Amount Movement 
(+ or—) 

3,061.7 
3,277.8 
3,777.3 
4,077.1 

+ 216.1 
+ 499-5 
+ 299-8 

<a) ^ mfMion 88 th?- l
J
ab,^ a,bove> which includes 8Pecial TrPa8Ury “O'®8 amounting to 53J milhon yen on March 31, 1922, ihere are various kinds of floating debt, Trea U’V bills overdrafts on bank accounts etc 

Detailed information regarding the floating debt is only available for March 31,1921: 0VenlraU8 0a 1)anlt a^ount8. etC- 

Yen 
Advances from Central Bank  22,000,000 

„ „ ether banks  26,748 077 
Other floating debt  888,04II,568 

936,788,645 

TheMartchh3aiS ai921iS8ned Stat0 n°teS °f Sma11 denominalion (less than one yen), which amounted to 213.6 million yen on 

(ft) The foreign debt consiste d on March 31,1921, of: 

I cans in England £124.2 million. 
French francs 548.- million. 

In the table above both English and French loans have been converted at par rate of exchange. 

UNITED STATES OF AMERICA 

$ (ooo.ooo’s omitted) 

Date 

June 30, 1919 
June 30, 1920 
June 30, 1921 
June 30, 1922 

Domestic Debt 

Funded (a) 

Amount Movement 
(+ or—) 

Floating (6) 

Amount Movement 
(+ or—) 

17.102.8 
16.218.3 
16.118.9 
15.965.4 

— 884.5 
— 99-4 
— 153-5 

8,379-2 
8,079.6 
7.857-3 
6,998.7 

— 299.6 
— 222.3 
— 858.6 

Total 

Amount Movement 
(-1- or—) 

25,482— 
24,297.9 
23,976.2 
22,964.1 

— 1,184.1 
— 321.7 

— 1,012.1 

Ilindpd debt c.omPn8e, the pre-war debt (about | 883 million) and the four Lib»riy Loans. (ft) The floating debt includes, in addition to notes (= bills) and certificates, matured debt on whi h interest has ceased and debt 
bearing no interest, payable on presentation, of which the largest item is United States notes (S 346.7 million less g Id reserve 
— $ 153 million — on June 30, 19^2). 
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JAPAN. — The revenue and expenditure of Japan are accounted for in the so-called General Budget 
and a great number of separate accounts. The position of the General Budget accounts since 1919/1920 has 
been as follows: 

Yen (ooo,ooo’s omitted) 

1919/20 
Closed Accounts 

1920/21 
Estimates 

1921/22 
Estimates 

Revenue. 

Ordinary    
Extraordinary: 

Surplus of preceding year transferred 
Other receipts  

Total Revenue 

1,063.1 

462.1 
283.4 

1,808.6 

1,012.6 

214.- 
169.7 

1,396.3 

1,238.5 

214.1 
132.1 

1,584-7 

Expenditure. 

Ordinary  
Extraordinary . . 

502.8 
669.5 

Total Expenditure 

Surplus .... 

1,172-3 

636.3 

744-7 
651.6 

1,396.3 

905-4 
678.8 

1,584.2 

In order to cover the expenditure charged to the General Budget, no recourse has been had to loan opera- 
tions. The fresh borrowings during the years in question have been needed to meet expenditure outside the 
General Budget, as, for instance, expenditure on the Capital Account of the Railways. 

UNITED STATES OF AMERICA. — The position of the Budget Accounts since 1920 has been as follows: 

$ (000,000’s omitted) 

Year Accounts Revenue Expenditure 
Amnrthation 
included in 

(d) 

Expenditure 
less amortisa- 

tion 

Difference 
bei ween 

(c) and (/’) 

(a) 

1920 /1921 
1921 /1922 
1922 /1923 
1923/1924 

(b) 

Closed accounts 
Closed accounts 
Estimates 
Estimates 

(c) 

5.624.9 
4,109.1 
3,429-9 
3,361.8 

(d) 

5.538.2 

3.795-3 
3>7°3-8 
3,180.8 

(e) 

422.3 
422.7 
330-1 

345-1 

(/) 

5.II5-9 
3.372- 6 
3.373- 7 
2,835.7 

+ 
+ 
+ 
+ 

(g) 

5°9-— 

736.5 
56.2 

526.1 

The figures in the table are taken from the budget transmitted to Congress on December 4th, 1922. 
The President, in his message transmitting the budget to Congress, estimated that about two-thirds of 

the expenditure for the financial year 1923 /1924 consisted of fixed charges not generally subject to Govern- 
ment control, such as pensions, payments to or on behalf of 'World War veterans’, interest on the public 
debt, and the reduction of the public debt required by law to be made from the ordinary receipts of the Govern- 
ment (the last item shown in Col. (c) in the table above). The normal operating expenditure of the Government 
thus amounts only to about $ 1,000 million. 
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reviewed foll°Wmg table gives the Public debt of a number of States other than those already 

Table C. 

(000,000's omitted.) 

Country 

Bulgaria 

Esthonia 

Greece 

Hungary 

Latvia 

Lithuania 

Poland 

Roumania 

Serb-Croat- 
Slov.Kingd. 

Unit of 
Currency 

Lev 

E. Mark 

Drachma 

Korona 

L. rouble 

Ost. Mark 

Marka 

Leu 

Dinar 

Date 
Domestic Debt 

Funded Floating Total 

Sept. 30, 1922 

Dec. 31, 1921 

March 31, 1921 

Dec. 31, 1921 

March 31, 1921 

Jan. 1, 1922 

Dec. 31, 1921 

March 31, 1922 

Dec. 31, 1921 

83.1 

38.- 

1,671.6 

17.852.9 

16.3 

15,121.x 

4.684.3 

980.6 

4.193.3 
2,664,2 

1,150.1 

43.193-5 

1.425-4 

236,108.2 

12,993-3 

4,950- 

Foreign 
Debt 

4,276.4 

2,702.2 

2,821.7 

61,046.4 

I.44I-7 

69.- 

251,229.3 
I7,677.6 

5.930.6 

993.8(a) (c) 

6,039.5 (b) 

1.631.2 (a) 

5.569.2 (&) (c) 

2,942.1 (b) 

1.340.7 (£) 

854,877.3 (b) 

4.628.8 (a) 

3,474,4 {b) 

Total Debt 

5,270.2 

8.741.7 
4,452.9 

66,615.6 

4.383.8 

1,409.7 

1,106,106.5 

22,306.4 

9,405- 

There is no doubt that in most countries serious steps have been taken to diminish expendi- 
ture by reduction of staffs and economies in all directions and also that taxation has been increased 
and a more efficient organisation for tax collection developed. 

. Tbe possibilities of reducing expenditure are, however, limited to a great extent by the 
existence of heavy fixed charges, such as debt service, which encumber the budgets. It is obvious, 
too, that there are great difficulties in collecting additional revenue in a period of acute depres- 
sion in trade and industry. 

The tables show that very few countries are able to avoid borrowing, although several of 
them have recourse to loans for capital purposes only. The United States and the United Kingdom 
alone show any considerable surplus for the reduction of public debt. In the cases of Finland, 
Sweden and Canada, the debt has been almost constant during the last three years and any 
funds raised by means of borrowing have been devoted exclusively to new construction. The 
increase in the public debt of Australia, New Zealand, South Africa and Japan is almost entirely 
due to capital expenditure only, and in the case of Czechoslovakia the loans raised during the 
last financial year have been floated mainly for the purpose of meeting expenditure in the 
investment budget. The current expenditure of Norway, Holland, Switzerland and India has 
not yet been balanced by ordinary revenue, but in all these countries the latest estimates 
show an improvement in the situation. As regards France, Belgium and Italy, the expenditure 
for reconstruction in areas devastated during the war has played an important r61e. About 
half of the total expenditure of France is charged to the budget of expenditure recoverable 
under the terms of the Peace Treaty. For the three last-named countries the question of raising 
loans is still of primary importance. 

(a) Calculated at par rate of exchange. 
(b) Calculated at current rate of exchange. 
(c) Excluding the reparation debt. 
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Austria, by the aid of credits granted under the Geneva agreement of October 1922, has 
been enabled to abstain from printing new paper money to meet the needs of the treasury. The 
expenditure is being gradually cut down by the dismissal of officials and by other means and the 
revenue shows signs of increasing. 

In Germany the difference between actual expenditure and revenue has increased from 
month to month during 1922, and the floating debt, mainly consisting of treasury bills dis- 
counted by the Reichsbank, was more than four times greater at the end of the year than at 
the beginning. 

Ill 

With regard to specific reductions in expenditure, the Conference passed the following 
resolution: 

“ It is, therefore, imperative that every Government should, as the first social and finan- 
cial reform on which all others depend: 

"(6) Rigidly reduce all expenditure on armaments in so far as such reduction is compatible 
with the preservation of national security.” 

Statistics regarding expenditure on armaments were submitted to the Third Assembly of the 
Leagueof Nations by the Temporary Mixed Commission on Armaments, in the form of a memo- 
randum entitled “Budget Expenditure on National Defence, 1913 and 1920-1922,” published in 
September 1922. The figures in the following table have been taken from that memorandum, re- 
vised, in a few instances, in accordance with recent information. The changes in defence expendi- 
ture have been expressed as an index number (1913 = 100) in order to admit of comparison 
with the changes in prices. The price index is that of wholesale prices, except in the case of 
Finland, which is that of the cost of living. 

As was pointed out in the introduction to the memorandum of the Temporary Mixed Com- 
mission, important differences exist between the accounting systems of various countries with 
regard to the army and navy budgets, and, therefore, the figures for defence expenditure as 
presented in the memorandum do not admit of comparison as between one country and others 1. 
The Commission goes on to say that it has been its intention, in presenting this memorandum, 
“to furnish material indicating the development and tendency in each individual country. In 
view of the importance attached to this matter by both the First and the Second Assembly from 
the point of view of disarmament, as well as by the International Financial Conference of Brussels 
from the point of view of the financial situation of the world, a study of the variations to be 
observed in defence expenditure during the past three years as compared with pre-war figures 
would appear to present special interest. 

After a detailed study of the material collected in the short time at its disposal, the 
Commission wishes to draw the attention of the Assembly to the following points: 

(a) That, on the whole, the estimated defence expenditure for the financial year 1922 
(or 1922-23) seems to show a reduction as compared with the actual expenditure incurred in 
the two previous financial years. 

(b) That, in appreciating the significance of this reduction, however, due consideration 
must be given to the fact that, since the year 1920, in many of the countries concerned, there has 
been a falling-off in war charges owing to the operations connected with demobilisation and also 
to the fact that in many countries there has been a considerable decrease in prices.” 

1 For more detailed information, see the memorandum. 
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IV 

"While recognising the practical difficulties in the way of immediate action in all cases, the 
Conference considers that every Government should abandon at the earliest practicable date all 
uneconomical and artificial measures which conceal from the people the true economic situation; 
such measures include: 

"lai The artificial cheapening of bread and other foodstuffs and of coal and other materials 
by selling them below cost price to the public, and the provision of unemployment doles of such 
a character as to demoralise instead of encouraging industry.” 

A study of the position of the various countries reviewed reveals the fact that the policy 
of granting subsidies for the purpose of lowering prices was abandoned by most countries in 
the course of the two years following the Brussels Conference and that in those countries where 
subsidies are still being granted there has been a substantial reduction in the amounts expended 
for the purpose. 

In France, South Africa and the United Kingdom subsidies were abolished in 1921, and in 
Denmark, the Netherlands, Sweden and Switzerland in 1922. The Belgian Government’s 
loss on the food supply organisation amounted only to 4.3 million frs. in 1922. In Czecho- 
slovakia the subsidies, which amounted to 673.6 million Kc. in 1920, were reduced to 310.7 millions 
in 1922. The general fall in price level has undoubtedly enabled States to hasten the abolition 
of subsidies for reducing prices. 

As regards expenditure on account of unemployment, the position is reversed. When the 
Brussels Conference met in the autumn of 1920 the upward movement in trade and industry 
which characterised the end of 1919 an(^ tlie greater part of 1920 was just showing the first 
signs of a setback. It was in 1921 and 1922 that the unemployment question became a serious 
problem and that most States had to incur heavy expenditure for the relief of the unemployed. 
The relief granted took many forms. There has, however, been a general tendency, reflected 
in instructions to unemployment commissioners, to avoid the granting of direct doles. Various 
systems of insurance have been attempted, under which contributions are made in varying pro- 
portions by the State, the employers and employees, or by one of the two last-mentioned parties. 
Relief works, such as roadmaking and afforestation, have been extensively introduced. Sub- 
sidies granted in many cases to industries to enable them to carry on work have served essentially 
the same purpose as unemployment relief. Again, loans have frequently been granted on easy 
conditions to help communities or individuals to start works (house-building, for instance). 
Owing to this diversity of form in which unemployment relief has been granted, it is very difficult 
to obtain figures on a uniform basis for different countries. 
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The following table summarises the facts regarding unemployment relief as set forth in 
the reviews of the various countries, but it must be emphasised that the figures are far from 
comparable: 

Table E. 

Country 

Argentine 
Australia 
Belgium 
Czechoslovakia 
Denmark 
Finland 
Hungary 
British India 
Italy 
Japan 
Luxemburg 
Netherlands 
New Zealand 
Sweden 
Switzerland 
South Africa 
U.S.A. 

Unit 
of 

Currency 

Peso. 
£ 

Franc. 
Koruna. 
Krone 
F. Mark. 
Korona 
Rupee 
Lira 
Yen 
Franc. 
Florin 

£ 
Krona 
Franc 

£ 

1920 
or 

1920-1921 

None 

267,000,000 
4,750,000 

None 
s None 

None 
(d) 

26,000,000 
(s) 

(i) 
153,000 
None (;) 

1921 
or 

1921-1922 

None 
» 

130,000,000 (b) 
100,000,000 
35,000,000 (c) 

None 
None 
None 

(d) 
222,000 

6,200,000 (e) 
24,000,000 

(g) 
44,500,000 (h) 

(*') 
417,000 
None (/) 

1922 
or 

1922-1923 

None 
(a) 

50,000,000 
75,000,000 

* 
None 

(b) 

(d) 
296,753 
500,000 (/) 

14,000,000 
(g) 

93,000,000 (h) 

None (7) 

V. 

The Conference further considered that every Government should abandon at the earliest 
practicable date such measures as: 

“(b) The maintenance of railway fares, postal rates and charges for other government services 
on a basis which is insufficient to cover the cost of the services given, including annual charges 
on capital account.” 

It should be observed in this connection that many countries do not include in the 
expenditure of their Government undertakings the interest on the capital sunk therein. If 
the interest were thus included, it would be possible to state that scarcely any Government 
undertakings are at present paying their way. Many of them are able to cover working 
expenses with actual receipts, but the surplus is generally insufficient to meet the interest 

* Details not available. 
(a) Repatriation allowances granted, serving a purpose similar to that of unemployment relief. 
(b) Contributions and loans. 
(c) Including loans free of interest, amounting to 7,250,000 Kr.; 
(d) Total amount granted from April, 1917, to February, 1922 : 399,079,000 lire. 
(e) Relief works : 5 million francs; doles : 1.2 million francs. 
(/) Relief works. 
(g) No direct charges, but expenditure on public works out of loans to obviate unemployment. 
(A) The greater portion has been granted for emergency relief work. 
(i) At the end of 1921 the sums granted by the Federation had amounted to : 

For works 116.- million francs. 
» doles 106.5 » » 
» funded loans on land 12.- » » 

The cantons and municipalities have also voted at least an equal amount. 
(7) States and municipalities have voted expenditure for relief of unemployment. 
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charges. Nevertheless, as the following reports show, there has been an improvement in the 
position since the date of the Brussels Conference. 

VI. 

"The Conference considers that the relative advantages of the various possible means of 
increasing the national revenue, whether by direct or indirect taxation or by a capital levy (to 
be devoted to the repayment of debt), depend upon the special economic conditions obtaining 
in each country, and that in consequence each country must decide for itself on the methods which 
are best suited to its own internal economy.” 

The following table shows the percentage which various items of revenue are of total 
net revenue. The figures utilised are those compiled for the Memorandum on Public Finance, 
1921 (p. xn), published by the League of Nations in April, 1922, and, although later estimates 
may have changed the data slightly, it is probable that the table fairly represents the position 
of the several countries represented. 

Table F. 

Country Accounts Direct 
Taxation 

Indirect 
Taxation 

and 
taxes on 
transac- 

tions 

Surplus 
from 
State 
Fiscal 

Monopolies 

Other 
Revenue 

Total 

Belgium 
France 
Italy 
Luxemburg 
United Kingdom 
South Africa 
Netherlands 
Switzerland 
Sweden 
Norway 
Denmark 
Finland 
Esthonia 
Latvia 
Lithuania 
Poland 
Czechoslovakia 
Serb-Croat-Slovene 

Kingdom 
Albania 
Greece 
Germany 
Hungary 
Bulgaria 
United States of 

America 

Estimates (a) 
(a) 

1922 
1921 
1922-23 (a) 
1922 
1921-22 
1921-22 
1922 
1922 
1921 
1921-22 
1921-22 
1921 
1922 
1921- 22 
1921 
1921 
1922 

1922 
1921 
1920- 21 
1922- 23 
1921- 22 
1921- 22 

1922- 23 

35-6 
3i-7 
25-1 
52.9 
52.8 
30.2 
33-6 

i-7 
37-t 
67.3 
56-1 
22.2 
25-3 

7.8 
13-3 
18.9 
13.6 

33-3 
49-8 
23- 
38.3 
16.2 
13-5 

58.2 

55-i 
49.8 
37-i 
43-8 
30- 5 
34-5 
39- 
75-2 
51.9 
23- 
40.9 
58.9 
25-3 
31.8 
65-4 
17.7 
5i-4 

45.i 
36.7 
48.7 
52.6 
32.7 
31- 4 

30- 

5-2 
18.4 

•9 
18.9 
23-3 
2.- 

20.8 
6.9 

10.3 
7-4 
i-7 
1.8 
7-5 

10.8 

9-3 
13-3 
19.4 
3-3 

16.7 
35-3 
27.4 
23.1 
11.- 
9-7 
3- 

18.- 
30.5 
37-t 
19.3 
42.6 
28.1 

11.3 
6.1 

26.6 
7-3 

43- 6 
44- 3 

11.8 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

100 
100 
100 
100 
100 
100 

100 

(a) Excluding receipts under the terms of the Peace Treaties. 
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It should be noted that in many instances the figures would have been greatly changed 
had local taxation also been taken into consideration. In Switzerland, for instance, the direct 
taxation is a source of revenue for the cantons rather than for the Federal Government. 

Different forms of capital levy have been introduced in Germany (1919), Austria (1920), 
Czechoslovakia (1919), Hungary (1921) and Italy (1922). In Austria and Czechoslovakia it was 
stipulated in the laws authorising the levy that the yield should be used to facilitate the reform 
of the currency. 

VII. 

“The means by which loans are raised are no less important than the purposes for which 
they are destined. In future the loans which are required for urgent capital purposes must be met out 
of the real savings of the people. But those savings have, as it were, been pledged for many 
years ahead by the credits created during the war, and the first step to raising fresh money must 
be to fund the undigested floating obligations with which the markets are burdened. These 
principles apply both to internal and to external borrowing, and in regard to the latter we suggest 
that it would be in the general interest for the creditor countries to give such facilities as may be 
possible to the debtor countries to fund their floating obligations at the earliest possible date.” 

The following table shows the percentage changes in the various categories and the totals 
of the public debt of a number of countries, since 1919. In reading this table, account should 
be taken of the notes appended to the debt tables on pages x to xxvn. It will be seen that 
only the United States of America have at present a debt lower than in 1919. In the United 
Kingdom , a part of the debt has actually been repaid, but the resulting reduction has been counter- 
balanced by an increase in the total debt owing to conversion of short-term bonds into funded 
debt of higher nominal value. In Sweden and Finland the debt is about the same as in 1919. 
In all the other countries for which information is available for 1922, except South Africa, the 
increase in the total debt amounts to more than 20%. 

In the United Kingdom, Canada, Switzerland, Sweden, Norway and Finland, the floating 
domestic debt is less than it was in 1919. The United Kingdom, British India, South Africa 
and Sweden have been able to diminish their foreign debt since 1919. 
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Country 

Belgium 

France 

Italy 

United Kingdom 

Australia : Common- 
wealth 

» States 
» Common- 

wealth and 
States 

Canada 

British India 

Table G. 

CHANGES IN PUBLIC DEBT, 1920, 1921 and 1922. 
(1919 = 100) 

Class of Debt 

Domestic: Funded 
» Floating 
» Total 

Foreign  
Total  

Domestic : Funded 
» Floating 
» Total. . 

Foreign  
Total  

Domestic : Funded 
» Floating 
» Total 

Foreign   
Total  

Domestic: Funded 
» Floating 
» Other Capita 

Liabilities 
» Total . . 

Foreign   
Total  

Domestic 
Foreign 
Total 
Total 

Total 

Domestic: Funded 
» Floating 
» Total 

Foreign  
Total: Gross . . . 

» Net , . , . 

Domestic: Permanent 
» Temporary 
» Total , . 

Foreign   
Total  

1919 

% 

ioo\ 
100/ End 
ioo> of 
100V 1918 
100) 

100 
100 
100 
100 
100 

100 
100 
100 

100 
100 

100 
100 
100 
100 

100 
100 
100 
100 

100 
100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

1920 

% 

222.9 
245-6 
236.5 
768.3 
253-6 

145.5 
I4I-5 
143-7 
114.6 
138.1 

100 
100 
115.2 
100.3 
in.6 

in.3 
95-8 

101.7 
107.9 
93-7 

105.3 

123.8 
105.3 
117- 
105.3 

140.- 
92.1 

127.1 
107.6 
123.6 
124.1 

110.2 
101.6 
107.2 
95-i 

102.4 

1921 

% 

285. 8 
289.5 
288.- 
900.2 
307.7 

200.8 
153-8 
179.5 
121.2 
168.3 

105.1 
143.2 
133.9 
103.2 
126.5 

108.8 
94-2 

105.6 
105.6 
85.1 

101.9 

123.3 
119.8 

II9.3 

134-8 
80.8 

120.2 
107.6 
118.- 
129.1 

124.5 
123.7 
124.2 
94-5 

112.4 

1922 

% 

228.8 
155.4 
195-6 
121.8 
181.5 

105.3 
167.2 
142.- 
105.2 
133-2 

116.7 
77-4 

143.6 
108.4 
79-9 

103.2 

127.7 

* Details not available. 
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Table G (continued). 

CHANGES IN PUBLIC DEBT, 1920,1921 and 1922, 

(1919 = 100) 

Country- 

New Zealand 

South Africa 

Netherlands 

Switzerland: Federa- 
tion 

» Federal Rail- 
ways 

» Federation 
and Railways 

Sweden 

Norway 

Denmark 

Class of Debt 

Domestic: Inscribed 
Stock 

» Debentures 
» Total 

Foreign .... 
Total: Gross . . 

» Net. . . . 

Domestic: Funded 
» Floating 
» Total 

Foreign  
Total: Gross . . . 

» Net . . . . 

Domestic: Funded 
» Floating 
» Total 

Domestic: Funded 
» Floating 
» Total 

Foreign  
Net Total  

Funded 
Floating 
Total 

Total 

Domestic: Funded 
» Floating 
» Total 

Foreign  
Total  

Domestic: Funded 
» Floating 
» Total 

Foreign  
Total  

Domestic: Funded 
Foreign .... 
Total  

1919 

% 

100 
100 
100 
100 
100 
100 

TOO 
IOO 
IOO 
IOO 
IOO 
IOO 

IOO 
IOO 
IOO 

IOO 
IOO 
IOO 
nil 
100 

100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 

1920 

0/ /o 

140.1 
130.1 
132.6 
IOO.- 
II4-3 
114.- 

120.7 
131.1 
122.3 
98.6 

104-5 
104.3 

118.3 
83-7 

108.9 

112.7 
101.5 
109.5 
100 
121.1 

106.4 
123.1 
108.- 

II3.9 
II4-4 

75-6 
103.7 
79.2 
95-5 

154-3 
94-5 

1x7.2 
iox.7 
112.1 

128.4 
98.9 

118.7 

1921 

% 

172.4 
128.2 
139.2 
100.- 
117.1 
II5.9 

123.- 
200.- 
134-4 
98.4 

107.3 
106.6 

138.8 
74.8 

121.5 

120.3 
72.7 

106.7 
185.6 
128.3 

109.3 
200.4 
118.2 

122.7 

144.9 
27.2 

1X2.6 
64-5 
96.4 

174.1 
80.1 

115.7 
130.7 
120.6 

128.- 
157.3 
137.7 

1922 

% 

124.4 
122.5 

114.6 

135.2 
121.5 
131.5 

134.4 
86.9 

120.9 
185.6 
142.9 

122.7 
156.3 
126.- 

133.6 

34-3 

99-3 

34-7 

129.7 

127.6 
207.8 
I54.I 

* Details not available. 
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Table G (concluded). 

CHANGES IN PUBLIC DEBT, 1920, 1921 and 1922. 

(1919 = 100) 

Country 

Finland 

Czechoslovakia 

Germany 

Japan 

U.S. A. 

Class of Debt 

Domestic : Funded 
» Floating 
» Total 

Foreign: Funded 
» Floating 
» Total 

Total   

Domestic : Funded 
» Floating 
» Total 

Foreign  
Total  

Domestic : Funded 
» Floating 
» Total 

Domestic: Funded 
Foreign .... 
Total   

Domestic : Funded 
» Floating 
» Total 

1919 

% 

100 
TOO 
IOO 

IOO 
IOO 
IOO 

IOO 
XOO 
IOO 

1920 

% 

IOO 
IOO 
IOO 
IOO 
IOO 
IOO 
105.5 

TOO 
IOO 
IOO 
IOO 
IOO 

98.6 
170.3 
127.9 

II2.3 
IOO.- 
IO7.I 

94- 8 
96.4 
95- 4 

1921 

% 

105.4 
48.6 
83.1 

176.1 
114.4 
157- 
105.3 

179.5 
118.1 
133-1 
95-4 

118.4 

79-5 
359-1 
193.6 

134.4 
108.6 
123.4 

94-2 
93-8 
94.1 

1922 

% 

105.4 
33-1 
77- 

217.- 
49.2 

165.- 
102.3 

2,348.5 

155.3 
103.7 
133.2 

93-3 
83.5 
90.1 

* Details not available. 



VIII. CURRENCY COMMISSION. 

“■ ■ “ «>“• 
i , ,Th! CeSSctlT1 °f increase in the currency should not be achieved merely by restricting the issue of legal tender. Such a step if unaccompanied by other measures, would be apt to aggravate the situation 

cris,s'11 is necessary to a“ack the caMes which iead to 

"The chief cause in most countries is that the Governments, finding themselves unable to meet 

in^oowers11 theS T have been tempted to resort to the artificial creation of fresh purcha- 
espedaUy from the" Blnks' tT iSSU^ additional tender m^ey or more frequently by obtaining - especially from the Banks of Issue, which in some cases are unable and in others unwilling to refuse 
th “ xr 

credlts whlch must themselves be satisfied in legal tender money g 

We say, therefore, that Governments must limit their expenditure to their revenue (We are 
not considering here the finance of reconstructing devastated areas ) 

ted financed Sh0UM ^ ^ ^ ™ 
"Bnt the Governments are not the only offenders in this respect; other parties and esoeciallv in 

r: 

The extent to which Governments have been able to cover their expenditure bv their 
revenue has already been demonstrated for a number of countries in Table A above It may 
be useful to show the quarterly movements in the quantities of paper money outstanding before 
attempting to compare these movements with the figures of prices and deposits g 
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It will be noted that the increase in the note circulation has continued (though with very- 
varying degrees of rapidity) in Austria, Bulgaria, Germany, Hungary, Poland, Portugal, Rou- 
mania and the Kingdom of the Serbs, Croats and Slovenes. Though these eight States thus 
portray a common characteristic, they do not by any means form a homogeneous group. The 
differences in the rapidity with which new issues of paper money have been put into circu- 
lation may be seen readily from the following table, which gives the percentage increase of 
the total circulation during the year ending June 30th, 1922, and during the quarter ending 
September 30th last: 

PERCENTAGE INCREASE DURING 

Year ending Quarter ending 
30/6/22. 30/9/22. 

Austria  1,007 3T4 
Germany  113 84 
Poland  192 55 
Hungary  86 74 
Portugal  25 12 
S. H. S  28 9 
Roumania  28 7 
Bulgaria  20 4 

It is noticeable that in every case except Bulgaria and Roumania the increase during the 
last quarter has been greater than the average quarterly increase during the year ending June 
30th, 1922, while at the same time the first four countries on the list have tended to separate 
themselves still more definitely from the last four. 

The acceleration in the rate of inflation in Germany during the same months, though no 
doubt the most important fact which the table illustrates, was, it will be observed, not so violent 
as in Hungary. 

These eight States, however, constitute an exception to the general rule. In the majority 
of countries there has either been an absolute reduction in the total quantity of notes outstanding 
on the last as compared with the first date given in Table I, or there has been a reduction during 
the current year or past year from a maximum reached in 1920. An absolute reduction since 
1919 has taken place in the United States of America (excluding gold certificates), Canada, 
Egypt, France, Holland, Japan, Norway, Sweden, Switzerland, the United Kingdom, and 
Uruguay, and, after a marked increase in 1920, in Australia, Denmark and New Zealand. In 
Italy, although the notes outstanding at the end of September 1922 still exceed the quantity 
in circulation at the end of 1919, there has been a marked contraction since 1920 1. The position 
of Belgium, which country shows an increase in its circulation at the end of the third quarter 
of 1922 compared with the end of 1919, is exceptional. The Belgian Government converted 
the notes which the Germans had put into circulation, at the rate of 1 mark to 1.25 francs. 
This conversion was effected in part by the issue of Treasury bills, and to the extent 
of 5.8 milliard francs through the National Bank. A considerable proportion of the value of the Ger- 
man marks converted remained, however, during 1920 and 1921 on current account, and only as 
these current accounts were gradually drawn upon were franc notes issued in their stead. For 
this reason the purchasing power available in the country, as represented by notes, continued 
to increase without any increase in the total purchasing power. Further, in the case of India 

1 See Vol. II, pages 60 and 61. 
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handf nfethpf™‘hr ci.r™latio" .do not «u'e a true Picture of the movements of currency in the hands of the public, the most important cause of the fluctuations in the quantity of notes out- 

in fac^lte6'!;^111'11 °f ^ ^PeeS fr°m The return of these rupees did no 
In rbUe tbe i:Ut

rrenCy ln the
J
hands of the Public. but merely affected its composition*! 

contracted alt^o,ShC t tr lnC,reafd s‘eaddT “P to the ‘hW quarter of iqai, and has since ontracted, although at the end of September last the notes outstanding were still in excess 

can onlvTe'issued ClrCU atl0n at the end of Similarly, in Czechoslovakia, where notes can only be issued against commercial assets, there has been an appreciable contraction during 
the present year, after an uncertain movement during 1921. Both in France and Spain them 

pScfeaul then 0f
t T°, In the,former country- the circulation has remained 

be a d?lt thlnvh ? du™g‘he,la?t.twelve months, while in the latter there would appear to be a slight, though somewhat indecisive, tendency towards contraction. In Brazil and Finland 

terinnlnHI W veil* de,finit<! for anT SenCTal ‘rend to be traceable since the beginning of last year In the Argentine there has been no change since the end of 1920 
The remarkable fall which is shown in the note circulation of Greece at the end of the first 

quarter of 1922 was due to the application of the Forced Currency Loan Law According to this 

Sng oTthisZr1011 h0f,?0t
f
ek0f the Bank !°f Greece were 0bl^d “> contribute lowarfs the 

tlok place the dmnllbl a n thelr Possessi°m ficfore this division of the notes took place, the circulation was increased by 550 milliard drachmai. The Government at the 
e time obtained a credit of 1.6 milliard drachmai, which was equal to the total Quantity 

the kSr'femes rfTe”81?^ cof emPlated d would be possible to retire. As will be sli from 
now been drawn uom Thus0’™! Til m GcreeCe' “ aPPreciaWe proportion of this credit has 
circulatil sfZrte le/ f • out. of the 33 States quoted there has been a reduction in note 
in a- in ei£ht . a Deriori m 1^’ ^erehas been an actual increase, which is still continu- 
five in fit; coPun nes He eXP?SI°n 1S n,°W bein8 followed by a steady reduction in 
movement'at ,rregU'ar- and ” 0ne there has ba™ "» 

mad bet^een the Government and the banks of issue, to which reference was 
TahlP TV thv I?solutlons duoted above, may be illustrated by the following table (see next page 
advances'to^he State ‘“d G

h~
ent SeCUrities held by the central banks and the loins'^ and 

and 1 th St 1 made by those mstltutl°ns at the end of 1920 and at the end of 1021 

^ -t excS 

1 See page 105. 
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Table I. 

Banks 

Government securities, loans and advances 

Unit 
of 

Currency 
Total amount 

(000,000’s omitted) 
As °/o of total assets 

excl. metallic and1 J 
other reserve items 

End of 1920 End of 1921 j 1920 1921 

German Reichsbank  
National Bank of Belgium. . 
National Bank of Roumania . 
Bank of France  
Bank of Austria  
National Bank of S. H. S. . . 
National Bank of Egypt. . . 
Polish Nat. Loan Bureau . . 
Bank of Portugal   
Hungarian Institute of Issue 
National Bank of Bulgaria . 
Banking Office of Financial 

Department at Prague. . 
National Bank of Greece . 
Bank of Finland  
Bank of Italy  
Bank of England  
Swiss National Bank. . . . 
Bank of Japan  
Imperial Bank of India. . . 
Netherlands Bank  
Bank of Spain  
U.S. Federal Reserve Banks. 
Chartered Banks of Canada . 
National Bank of Denmark. 
Bank of Sweden  
Bank of Norway  

mark 
franc 
leu 

franc 
krone 
dinar 

mark 
milreis 
korona 

lev 

6,274.7 
11,160.2 
30,780.0 

50.4 
62,766.9 

510.2 

2,944.1 

koruna 
drachma 
markka 

lira 
l 

9.522.2 
1,527-0 

897.1 
8.496.2 

118.9 
franc 
yen 

rupee 
guilder 
peseta 

$ 
C.$ 

krone 
krona 
krone 

270.5 
I5I-7 
140.3 
957-o 
287.0 
133-0 

36-4 
2.4 
2.0 

132,330.9 
6,301.0 

16,677.8 
28,942.0 

I5i,773-i 
4,418.2 

40.4 
228,924.4 

657-5 
18,672.7 
3,7257 

10,096.6 
2,755-0 

829.4 
6,893.1 

48.0 
123.8 
278.1 
in.8 
72.7 

178.9 
222.4 

24.9 
37 
2.0 

87.6 
88.2 
83.0 

83-9 
85-4 
9I-4 
73-6 

59-3 

99-1 

92-5 
86.3 
83.8 
83-5 
83.0 
80.9 
80.7 
78.8 
75-5 
68.7 

66.5 
45-4 
57-3 
52.9 
56.0 

22.9 
22.9 
26.5 
22.9 

8.9 
5-5 

10.9 
04 
0.4 

67.9 
60.6 
47-5 
41.0 
34-6 
24.6 
20.4 
16.8 
14-3 

11.6 
10.4 
8.4 
0-5 
0.4 

The countries have been placed in the order of the magnitude of the percentage figures 
in the last column. Although the figures for various countries are not completely comparable, 
the table affords a useful guide to the comparative extent of the interdependence of the Govern- 
ments and banks of issue. It should be remarked that the figures for many of the older institu- 
tions are naturally inflated by the existence of Government obligations which have now 
assumed a more or less historical character. 

It will be observed that there has been a reduction in the absolute amounts of the State s 
indebtedness in seven cases and, further, that in Norway and Sweden, where there has been no 
actual reduction, the figures are quite insignificant. In 10 out of the 21 countries quoted, the Gov- 
ernment securities, loans and advances represent over 66 % of the total bank assets, exclusive of 
metallic and reserve items. Seven out of these ten countries are amongst those in which the 
note circulation continues to increase as indicated above. In all the Austrian Succession States, 
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however, the debts of the State to the bank include appreciable sums on account of the conver- 
sion of the old Austrian or other note issues; thus it will be observed that Czechoslovakia appears 
amongst the ten countries showing a percentage in the last column of the above table of over 
66 %, although, according to the Banking Law, the Banking Department of the Ministry of 
Finance is prohibited from making direct advances to the State. 

Of the 123.8 million francs of Government holdings in the Swiss National Bank at the end 
of 1921, 117-3 million francs consisted of a loan granted to the Federal Government by the Bank 
without interest to cover the loss incurred by the bank from writing-down its holdings of 5-franc 
silver pieces to the value of their silver content, which loss is ultimately borne by the Govern- 
ment. If this special arrangement be left out of consideration, the position of the Swiss National 
Bank in regard to its relations with the Federal Government would appear to be about the 
same as that of the Scandinavian central banks. 

Further, as regards the National Bank of Egypt, it should be noted that the greater part 
of the total amount of Government securities, etc., as given in the table consists of British 
Treasury bills and National War Bonds (^E 36.7 million at the end of 1920, and £E 33.2 million 
at the end of 1921) held by the Bank as cover for its note issue. If only Egyptian Government 
securities and loans and advances to the Egyptian Government be taken into consideration, 
the figures would be £ E 13.7 million and £ E 7.2 million, and 23.4 % and 14.4% respectively. 

Unfortunately it is not possible to bring the table up to a more recent date, as the details 
from which it is compiled are in many cases only obtainable from the annual statements of the 
banks. Moreover, the seasonal fluctuations in the banks’ holdings of Government securities, and 
in their temporary accommodation to their Governments, make it difficult — especia ly in the 
case of the Bank of England, the Bank of Japan, the United States Federal Reserve Banks, 
and also m certain other cases — to draw any reliable conclusions from the figures referring' 
for instance, to the end of September 1922. An inspection of the whole series of weekly and month- 
y reports, however, indicates that on balance there has been, with certain exceptions mentioned 

below, a slight improvement in the position. In the case of Belgium, France and Italy the 
decrease m the Governments’ indebtedness to the central banks has been relatively slight, and, 
in the case of the two last-mentioned countries, insufficient to outweigh the simultaneous con- 
traction of commercial assets. In the Netherlands, India and Canada, the reduction of the State’s 
indebtedness has been greater, and, in Finland and Denmark, particularly striking. In Norway 
and Sweden the position is unchanged, and the same would appear to be the case in Switzerland 
and bpain, for \*ffiich countries, however, completely comparable figures are not available. 

1 he German Reichsbank, the National Bank of Roumania, the Bank of Austria, the National 
Bank of the Kingdom of the Serbs, Croats and Slovenes, the Polish Loan Bureau, the Bank of 
Portugal the Hungarian Office for Note Issue, the National Bank of Bulgaria and the National 
tfank of Greece all show a more or less marked increase in their Government securities and 
advances during the nine months under review. This increase has been greater in Germany 
Austria’ Poland and Hungary, but also in Bulgaria and the Kingdom of the Serbs, Croats 
and Slovene3 it would appear to have been considerable. The National Bank in the Kingdom 
of the Serbs Croats and Slovenes, and the Hungarian Note Office do not show the discounts 
of Ireasury bills separately m their weekly balance sheets. It would appear, however that 

these bank™18 mamly account for the remarkable increase in the aggregate discount figures of 
In Austria a new bank of issue is being established. 

X. 

. , lhe crea*jon °l additional credit should cease and Governments and municipalities should 
„T y not mcrease their floating debts but should begin to repay or fund them by degrees. 

is the thlTTl and mOSt effective regulator of the volume and distribution of credits the rate of interest which the central banks of issue are compelled, in self-preservation and in duty 
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to the community, to raise when credit is unduly expanding. It is true that high money-rates would 
be expensive to Governments which have large floating debts, but we see no reason why the commun- 
ity in its collective capacity {i.e. the Government) should be less subject to the normal measure for 
restricting credit than the individual members of the community. In some countries, however, the 
financial machinery has become so abnormal that it may be difficult for such corrective measure to be 
immediately applied. ” 
The movement in the floating debt has already been shown in Tables B and C above. The 

changes in the rates of discount are set out below. 

Table J. 
Rates of Discount. 

RATE RULING ON LAST DAY OF EACH QUARTER. 
("Maxima are in heavy type) 

Countries 

Argentine 
Australia . 
Austria . . 
Belgium . . 
Bulgaria1 . 
Czechoslovakia 
Denmark , 
Finland . , 
France . , 
Germany , 
Greece . 
British India 
Italy . . 
Japan . . 
Netherlands 
Norway . . 
Poland . . 
Portugal . 
Roumania . 
Spain . . . 
Sweden . . 
Switzerland 
United Kingdom 
United States (A) 

» » (B) 

1920 1921 

March.311 June 30 | Sept. 301 Dec. 31 |llarch.31| June 30 Sept. 30 | Dec. 31 

1922 

March. 311 June 30 Sept. 

7 
6 
5 
3 V2 

5 
6 
8 
5 
5 
6 
5 
5 
8.03 
4 V2 

5 V2 
6 V2 
6 
7 
8 
6 

61/2 
6 
6 
8.03 
4 
7 
6 
5 
5 
5 
7 
5 
7 
7 
5 

1/2 

7 
6 
5 
5 V2 
7 
6 
7 
8 
6 
5 
6V2 
5 
6 
8.03 
4 V2 
7 
6 
7 
6 
5 
7V2 
5 
7 
7 
5 Vz 

7 
5-6 
5 
5 V2 
7 
6 
7 
9 
6 
5 
6 V2 
7 
6 
8.03 
4 V2 
7 
6 
7 
6 
6 
7V2 
5 
7 
7 
5 V2 

7 
5-6 
5 

7 
6 
7 
9 
6 
5 
6y2 
6 
6 
8.03 

V2 

1/2 

7 
5-6 
6 
5 
7 
6 
6 % 
9 
6 

V2 

6 Mi 
5 
6 
8.03 
4 
7 
6 
7 
6 
6 
6 
4 
6 
6 
6 

7 
5-6 
6 
5 
7 
5 V2 
6 
9 
5 V2 
5 
6 M2 
5 
6 
8.03 
4 V2 
6 M2 
7 
7 
6 
6 
6 

5 V2 
5 
5 

7 
6-7 
7 
5 
7 
5 V2 
5 34 
9 
5 34 
5 
6 M2 
7 
6 
8.03 
4 M2 
6 M2 
7 
7 
6 
6 
5 34 
4 
5 
4 M2 
4 M2 

6 M2 
6-7 
7 
5 
7 
5 34 
5 34 
9 
5 
5 
6 M2 
8 
6 
8.03 
4 M2 

6 M2 
6-7 
7 
4 M2 
7 
5 
5 
9 
5 
5 
6 M2 
5 
6 
8.03 
4 M2 
5 34 
7 
7 
6 
5 34 
5 
3 34 
3 34 
4 
4 

6 M2 
6-7 
9 
4 M2 
7 
5 
5 
9 
5 
8 
6 M2 
4 
5 34 
8.03 
4 
5 
7 
7 
6 
5 34 
4 M2 
3 
3 
4 
4 

It will be noted that all the countries in which the note circulation has not ceased to increase, 
for which rates are given in the above table, have raised their rate of interest at one time 
or another during the period under review without subsequently lowering it. In Germany 

1 Loan rate. 
2 (A) Federal Reserve rate for 90-day bills secured otherwise than by Government war obligations. 

(B) Federal Reserve rate for 90-day bills secured by Government war obligations. 
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no change whatever was made from 1915 until July 28th, 1922, when the rate was raised from 
5 to 6 per cent. Since that date the rate was again further raised from 6 °/ to 7 °/ on Anp-n^t 
23rd to 8 % on September 21st and to 10 on November 10th. /o 7 /o gUSt 

In this eonnection should be noted the enormous increase in the rediscounts of commercial 

as follows^ ReiChsbank dunng the current year- The %ures at the end of each quarter were 

March 31st . . 
June 30th . . 
September 30th 

Marks ‘ooo’s omitted) 
2,151,677 
4751,700 

50,234,400 
ft is important to consider, m the case of those countries in which a contraction of currencv 

and credit has taken place, both the maxima to which discount rates have been raised and the 
length of time during which these maximum rates were enforced. Once deflation has set in 
high discount rates become doubly effective. Holders of stocks are induced to liquidate those 

‘ °£ high ^ WhiCh mUS‘ bC ^ — -neytut^ 
Owing to the particular international importance of the policy of the Federal Reserve 

Banks, .t rs perhaps desirable to give the movements of the various rates in W during io"o 
and 1921 m somewhat greater detail. Set out below, therefore, are the average monthly rate 
of discount on paper actually discounted by the Federal Reserve Banks, the interest rates on 

numben doubIe-"ame PaPer of *<> to 9o days' currency, and the revised Labor Bureau tadex 

Date 

1920 
I 

II 
III 
IV 
V 

VI 
VII 

VIII 
IX 
X 

XI 
XII 

1921 
I 

II 
III 
IV 
V 

VI 
VII 

VIII 
IX 
X 

Table K. 

Average discount 
rate on paper 

actually discounted 
by the F. R. Banks 

Interest rates, 
commercial 

double-name 
paper 60-90 days 

4.90 
5-52 
5-64 
5-67 
5- 74 
6.20 
6.21 
6.19 
6- 39 
6.40 
6-45 
6.48 

6.36 
6.41 
6-43 
6.32 
6.22 
6.13 
6.02 
5-76 
5-75 
5.62 

5.98 
6.41 
6.69 
6.78 
7.16 
7.72 
7-83 
8.00 
7-97 
80.0 
7-94 
7.88 

7.81 
7-75 
7-63 
7-58 
6.94 
6-75 
6.40 
5-94 
5.90 
5.63 

Labor Bureau 
index number 

233 
232 
234 
245 
247 
243 
241 
231 
226 
211 
196 
179 

170 
l6o 
155 
I48 
145 
142 
141 
142 
141 
I42 
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It will be seen that practically the maximum rates were thus maintained from May 1920 
(when prices reached their culminating point) until March I92I» since which date the price 
movements have been relatively unimportant. 

In the United Kingdom the rate was raised from 6 to 7 % in April 1920, at the end of which 
month prices, according to the Statist index number, reached their highest point. In April 
1921, prices had fallen by over 33 %, and the rate was reduced to 6% %. In June it was lowered 
again to 6 %, and from that date the decline in prices perceptibly slackened. In July the rate 
was again lowered to SV2 %> in November to 5 %, in February to 41/2 %. in March to 4 %, m 
June to 3% % and in July to 3 %. Since November 1921 the movement in prices has been 
relatively slight. # . 

The changes in Sweden, where an active discount rate policy was likewise pursued, were, 
on the whole, similar to those in the United Kingdom. The rate was raised to 7 % in March 
1920, and again to 7% % in September. During the interval prices had moved irregularly, 
showing a slight rise on balance, although the figure for September was below that for August. 
By April in the following year, prices, which in September had stood at 365> had collapsed to 
229. The discount rate was then lowered to 6% %! two months later to 6 %, and in September 
1921 to 5% %. During 1922 the rates have been further diminished — in March to 5 %, and 
in July to41/2 %• In Denmark the banks, policy followed closely on that of Sweden, excepting 
that resort was never made to the 7% % rate- 

The rapidity with which currency and credit have actually contracted in those countries 
in which inflation has ceased may with advantage be considered in connection with the tenth 
Resolution of the Brussels Currency Committee. 

XL 

X. “Deflation, if and when undertaken, must be carried out gradually and with great caution, otherwise 
the disturbance to trade and credit might prove disastrous.” 

The Currency Commission of the Brussels Conference did not give any exact interpretation 
of what was understood by the word “deflation”, and even if an exact definition were available, 
it would be almost impossible to indicate the extent to which the policy of any State in which 
inflation has ceased has, for any given definition, been in accordance with the principles suggested 
by the Brussels Commission, without writing an elaborate thesis on that country s whole currency 
policy during the last two and a-half years. The following table, therefore, cannot claim to do 
more than to indicate roughly the extent to which there has been, in point of fact, a reduction 
or increase in prices and a reduction or increase in purchasing power in so far as that purchasing 
power is measured by note circulation and deposits. 

Notes to Table L. 
1 Monthly averages. 2 Total issue of Dominion Notes. 3 Excluding Government deposits. 4 15th of 

month. 5 Including Loan Bureau Notes. 6 Neue Zurcher Zeitung; the 1st of the following month. 
7 Excluding savings deposits. 8 Svewsk Handelstidnitig, 15th of month. 9 Including National Bank. Net 
circulation of Australian notes 4- old issues of banks. 11 Including Commonwealth Bank; quarterly averages. 
12 Including small Government notes which, since December 1920, have amounted to about 9 millions. 
13 Current accounts and deposits, excluding accounts of foreign banks. 14 Okonomisk Revue. Excluding 
gold and silver certificates. 16 Deposits in member banks of Federal Reserve System; excluding Government 
deposits. 17 Bank of England 4- Currency notes. 18 Nine Clearing Banks. 19 Statist. 20 Bank of Japan 
4- Government. 21 Fourteen Clearing Banks. 22 Finanstidende; the 1st of the following month. 23 Gross 
circulation. 24 End of January 1920 = 100. 
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Table L. 

Notes in Circulation, Wholesale Prices and Commercial Deposits. 
Percentage Movements since 1919. 

Country 

Egypt 

Canada. 

Switzerland . 

Notes 
Prices 1 

Notes 2 

Deposits5 

Prices 4 

Sweden 

Notes 6 

Notes 5 

Prices 6 

Uruguay. 

Australia . . . 

Norway .... 

United States . 

United Kingdom 

Japan 

Denmark. . . 

British India. 

France. 

Notes 
Deposits7 

Prices 8 

Notes 
Deposits9 

1919 

Dec.31 

100 
100 

100 
100 
100 

100 
100 
100 

1920 1921 

Mar.31 June30 Sept3o Dec.31 Mar.31 Jun.30 Sept3o Dec.31 

89.0 
106.3 

97-9 
101.0 
108.1 

93-8 

73-9 
91.8 

91.6 
103.5 
108.2 

91.7 

100 
100 

Notes10 

Deposits1 

Prices 1 

Notes 12 

Deposits13 

Prices 14 

Notes 15 

Deposits16 

Prices 1 

Notes 17 

Deposits18 

Prices 19 

Notes20 

Deposits21 

Prices 

Notes 
Prices 22 

Notes 23 

Prices 24 

Notes 
Deposits25 

Prices 

100 
100 
100 

100 
100 
100 

100 
100 
100 

99-2 
100.8 
in.7 

100.0 
105.9 

99-4 
104.4 
105.9 

99-i 
100.9 
109.0 

ioi.i 
105.3 
104.9 

100 
100 
100 

100 
100 
100 

100 
100 

100 
100 

100 
100 
TOO 

98.O 

in.3 

85.6 
101.3 
in.4 

107.2 

95-4 
90.8 

131-2 

98.4 
102.2 
H5-5 

91.9 
126.3 

102.4 
io7-4 
118.1 

97-1 
io4-3 
118.6 

103.4 
105.3 
109.0 

104.6 
103.3 
108.7 

84.9 
97-8 
859 

68.3 
94.0 

95-i 
107.0 
101.2 

94-9 

104.3 
102.5 
114.2 

87.8 
109.3 

92.9 
106.3 
116.3 

59-4 
74.8 

97-8 
105.4 
90.0 

99-3 
(100) 
(100) 

101.6 
101.9 
94-3 

54-5 
57-2 

87.2 
102.2 
8i-5 

95-9 
(96.6) 
(87.6) 

95-9 
104.6 
74.8 

87.8 
109.3 

106.7 
107.7 
99.8 

49-7 
52.2 

84-3 
101.6 
75-i 

91.4 
(92.0) 
(75-r) 

90.8 
103.5 
68.8 

87.8 
116.1 

90.5 
116.9 

105.3 
102.4 
132.0 

108.2 
104.1 
101.3 

io4.3 

105 7 

108.2 
112.6 

89.8 
94-5 

101.3 

116.6 

78.6 
93-1 
79-9 

108.4 
104.7 
117.1 

no.1 
102.4 
80.3 

108.4 
106.0 
88.1 

”4.3 
117.1 

86.2 
95-4 

105.2 

124.4 

96.4 
96.7 
71-3 

113-9 
100.3 

88.2 
82.6 

101.7 
110.4 
102.9 

108.0 
1135 
91.9 

95-4 
102.4 
96.9 

93-8 
114.2 
82.0 

55-3 
55-3 

81.6 
98.1 
72.1 

93-8 
(94-5) 
(77-2) 

89.8 
102.7 
57-4 

87.8 
122.0 

99-3 
97-9 
69-5 

102.4 
100.7 
75-4 

77.6 
97-8 
66.2 

105.7 
79-4 

90.9 
80.3 

103.1 

85.1 

94.1 
99-8 
9i.3 

92.7 
96.3 
637 

95-9 
113-3 
81.2 

56.2 
53-5 

88.1 
96.7 
71-5 

1922 

Mar.31 Jun.30 

5II 
48.1 

75-5 
93-4 
69.9 

97.0 79.7 
(97-7) ! (80.3) 
(73-8) ! (68.4) 

84.0 
97.2 
54-3 

83-7 
97-5 
5i-7 

89.2 
117.8 

89.2 
113.6 

98.7 
no.6 
74-9 

93-6 
99-3 
89.1 

97-7 
103.8 
66.2 

81.6 
102.6 
66.6 

101.4 
74-4 

93-9 
81.7 

100.4 

76.9 

88.1 
94-9 
63.2 

92.3 
999 
83.5 

86.8 
95-9 
74-5 

94-7 
104.0 
63-5 

85.1 
102.0 
71.7 

98.4 
59.4 

97-5 
85.8 

99-6 

81.4 

86.3 
97-7 
62.8 

97-6 
106.8 
56.8 

103.8 
102.6 
72.6 

96.3 
52.4 

94-3 
82.6 

97-9 
107.2 
77.1 

80.4 
99-7 
63-7 

91.0 
102.6 
56-7 

85 9 
99-4 
69.6 

91.2 
52.4 

95-6 
83-5 

95-3 

72.7 

45-1 
43-7 

73-0 
9i.5 
694 

75-6 
(76.1) 
(67.8) 

78.2 
94-3 
5i-7 

85.1 
108.5 

97-2 85.1 
in.7 115.5 
74.2 78.9 

86.8 
94.6 
71.4 

88.3 
107.6 
67-3 

89.9 
103.1 
57-6 

90.3 
99-7 
68.4 

90.4 
52.9 

96.2 
839 

96.7 

76.9 

For the footnotes, see pages l and liii. 
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Table L (continued). 

Notes in Circulation, Wholesale Prices and Commercial Deposits. 
Percentage Movements since 1912. 

Country 

Netherlands. 

New Zealand. 

Spain 

Italy 

Brazil . 

Chile 

Finland 

Greece. 

Belgium 

Bulgaria. 

Portugal. . 

Germany . 

Notes 
Deposits2 

Prices 

1919 

Dec.31 Mar.31 

South Africa. . 

Argentine . 

Notes 26 

Deposits2 

Prices 

Notes28 

Deposits2 

Prices 4 

Notes 
Prices 4 

Notes 30 

Deposits3 

Prices 

100 
100 
100 

100 
100 
100 

100 
100 
100 

100 
100 

Notes 
Deposits3 

Notes 
Deposits3 

100 
100 
100 

100 
100 

Notes 

Notes 
Deposits3 

Notes 33 

Notes 
Notes 
Prices 36 

Notes 
Prices 1 

Notes 

Notes 37 

Deposits38 

Prices 1 

100 
100 

1920 

101.8 

99-4 

101.9 
103.9 

106.8 
in.2 
110.3 

June3Q 

97-3 

103.1 

100.3 
108.2 

108.2 
119.7 

100.1 
102.3 

98.1 
113.8 
131.6 

108.6 
101.8 

100 
100 

100 
100 

100 
100 
100 

100.0 
103.5 

98.0 

in.6 
101.0 

105.6 

ioi.i 
107.0 

108.3 
120.3 
138.1 

Sept3o 

99-7 

100.9 

96.6 
104.0 

104.1 
116.4 
117.8 

Dec.31 

103.8 
107.1 

82.1 

113.8 
96.2 
87.7 

H3-7 
108.6 
116.8 

1921 

Mar.31 

100.4 

66.0 

in.3 
92.6 
77.1 

106.4 
106.1 

115.8 
118.4 

100.6 
109.2 

II5-5 

107-3 
104.2 

114.2 
116.2 
143-3 

115-8 
121.1 

101.7 
112.0 

108.4 

115-8 
108.6 

100.9 

no.4 

109.8 
158.0 

107.8 

118.8 

213.0 

119.2 
156.8 

120.5 

136.1 

172.2 

107.7 

119.8 

120.9 
177.7 

143-7 

I5I-I 

186.7 

in.9 
105.2 

118.6 
130.4 
143-3 

115.8 
120.3 

105-7 
112.0 

120.7 

H9-3 
106.8 

109.1 

130.8 
(100) 
(100) 

117.4 
205.1 

164.7 

162.6 
158.4 
179-4 

106.8 
103.5 
in.8 

110.0 
90.6 

H3-4 
141.1 
132.0 

115.8 
118.5 

Jun 30 

96.0 

64.2 

106.3 
87.7 
699 

108.2 
99.8 

107-3 

108.2 
87-3 

no.1 
142.8 
in.3 

107.6 
117.o 

121.5 

i3i-3 
111.4 

116.o 

127.6 
(97-5) 
(84.0) 

115.8 

Sept30 Dec.31 

96.4 

63-3 

108.8 
86.6 
64-3 

97-3 
95-2 

105-5 

109.8 
85-9 

147.2 
126.8 

115.8 
119.5 119.1 

98.1 
79.8 
58.0 

no.o 
86.1 
61.0 

102.7 
89.7 

ioi.i 

109.7 
85-9 

115-8 
144-5 
130.0 

110.5 
121.1 

131.1 

124-5 
115.6 

127.2 

127.7 
(97-6) 
(78.8) 

112.6 
209.0 

171.2 

160.0 

166.7 

110.5 
144.1 

175-2 

168.9 

170.2 

119.o 
114.1 

131.1 

126.0 
112.9 

148.4 

115.8 
117.4 

H9-3 
128.2 

129.5 

1922 

Mar. 31 

97.0 

56.5 

103.8 
81.6 
59-5 

102.7 
88.6 
96.4 

Jun. 30 

97-9 

58.7 

98.8 

58.9 

100.0 
90.8 
93-8 

108.0 
83.1 

109.9 
I3I-7 
116.6 

115.8 
H5-5 

H9-5 

107.2 
83.6 

108.3 
137-0 
H7-5 

115.8 
113.1 

117.6 

H7-9 

120.6 
in.9 

156.4 

129.8 
(99-2) 
(74-6) 

H9-5 
150.8 

180.6 

188.8 

257.6 

134.0 
(102.5) 
(76.7) 

126.5 
184.8 

194.9 

244.7 
286.2 
434-5 

128.2 
116.4 

86.7 

(100.8) 

130.7 
196.1 

204.3 

279.6 

677.0 

122.2 
118.5 

123.6 

130.1 
(99-5) 

133-0 
208.9 

219.7 

359-9 

876.0 

Poland, — Percentage movement in wholesale prices since September 1921: September 30th, 1921 = 100 
December 31st, 1921 = 94.8; March 31st, 1922 = 122,5; June 30th, 1922 = 145.7. 

For the footnotes, see page liii. 
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The eountncs have been placed in the order of the contraction in note circulation. As the 
deposit figure5 for the end of the third quarter of 1922 are not for the majority of countries yet 
available it is not possible to carry the above table beyond June 30th last. As has already 
been stated, there has been a reduction in note circulation since the end of 1919 in 14 of the 
countries given, and a contraction, after a further period of expansion, in five. There has been a 
tall in prices m 17 out of the 21 countries for which index numbers are quoted, and a rise in three 
namely, Bulgaria, Germany and Poland. In Italy, the movement has been and continues irregu- 
lar. Amongst the 17 m which there has been a fall in prices are included New Zealand and 
bpain. in the first of these countries the note issue has remained relatively stable with a slightlv 
downward tendency, while m the second, a somewhat belated contraction has now set in In 
New Zealand, however, the cheque system is widely developed, and the deposit figures have, 
therefore, a special significance. It will be observed that New Zealand is one of the very few 
countries in which the reduction in deposits has exceeded that in the note circulation, and the 
only country m which it has exceeded the fall in prices. 

The rate of the fall of prices has varied considerably from country to country, but in the 
nine States m which the fall has on balance been most severe, there is a striking similarity in the 
length of time required for a reduction of 40 %. In Egypt, Japan and the Netherlands, this 
r uc ion took almost exactly a year; in the United States and Sweden 11 and 12 months’ in 
rranee 12-13 months; in the United Kingdom (the Economist) 13 months; in Denmark 
I0-11 months, and m South Africa 14-15 months. On the other hand, in certain cases for shorter 
periods the collapse in prices was almost catastrophic. Thus in Japan, prices fell 23 % between 
March and June 1920; m the United States 24% between November and February 1920; 

rl rlyPt 32 0//° between November 1920 and February 1921; in the Netherlands, 34 % between 
w’lwu 1920 and March I92i; in Sweden 25 % between November 1920 and February 1921. 

existln£ condltlons of economic interdependence it was, of course, extraordinarily 
ditheuit for any one country, without resorting to actual inflation, to resist by its own efforts 
the backflow of the tide of prices — for smaller countries it was practically impossible. Since 
the last quarter of 1921, however, the fall in prices has in the majority of countries perceptibly 
s ackened, and m certain cases has been succeeded by an opposite movement. But in the United 
Kingdom and Sweden, m which, as also in Egypt, prices have already fallen to less than half their 
maxima, the downward movement has apparently not yet ceased. 

The reduction in the note circulation has in practically all cases been appreciably less rapid 
and less violent than that of prices — only in Egypt does it exceed 50 %. The contraction 
m deposits, as was to have been expected, has again been less severe than that in currency, 
rinland, South Africa and New Zealand are exceptions to the general rule. 

AsnviH have been seen from the foregoing tables, the countries therein considered have 
ended to constitute themselves into fairly clearly defined groups, according to the extent of 

their recovery from the effects of the war. The character of this grouping is perhaps most clearly 
rought out by the exchange rates of the various currencies. In the following table, therefore, 

the cost of a dollar m terms of the currencies of those countries which have been considered 
eretofore, at the end of 1919, 1920, 1921 and September 1922, is shown as a percentage of its 

ciL p3,r. 

2 c°mmercial banks
29 '

6 Circulation in the Union only. 27 Excluding Government and savings deposits. 
3! <2aarterly averages. Six banks; excluding Government deposits. 30 Three banks of issue and Treasury. three commercial banks, including correspondents. 
33 Deposits in gold and paper; excluding National Bank of Argentine. 

36 Ef chidmg Bjink of Bnudi. ™ Including savings deposits in commercial banks. 35 See page xlv. 
38 o official lndex number- Reichsbank, private banks of issue, loan and Treasury notes Seven banks at Berlin. 
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Table M. 

Cost of the Dollar as a Percentage of its Cost at Par. 

Country 1919 
Dec. 31st 

1920 
Dec. 31st 

1921 
Dec. 31st 

1922 
June 30th 

1922 
Sept. 30th 

Canada . . . 
Sweden . . . 
Switzerland . 
Japan .... 
Netherlands. 
United Kingdo 
Argentine . 
Peru . . . 
Spain . . . 
Denmark . 
Chile . . . 
Norway. . 
British India 2 

France . , 
Brazil. . , 
Belgium . . 
Italy . . , 
Czechoslovakia 
Greece . , 
Finland. , 
S. H. S. . . 
Roumania . 
Bulgaria . 
Germany. . 
Hungary . 
Poland . . 
Austria . . 

108.5 
124.6 
108.2 
99.0 

107.2 
129.3 
98.1 
99.91 

997 
138.9 
103.1 
1314 
105.2 
209.5 
114.8 
209.0 
255-9 

1,013.0 
126.3 
593-7 
402.1 
603.0 
771.8 

1,156.8 
3,972.23 

i,985-i 
3,377-0 

116.5 
136.5 
125.4 
98.6 

130.0 
139-3 
119.6 
124.9 
148.0 
181.1 
I48-5 
181.0 
183.4 
325-6 
215.1 
308.4 
55i-9 

i,749-7 
255-4 
786.9 
653-2 

1484-3 
1,707.9 
i,734-i 

10,060.6 
13,182.6 
7449-3 

107-5 
109.0 
99-7 

103.0 
no.9 
H7-5 
124.9 
I37-1 

I3I-4 
137-9 
I92-5 
175-2 
169.8 
248.5 
249-5 
258.9 
438.6 

1,638.1 
467-5 

1,010.8 
1,267.8 
2.440.4 
2.692.5 
4,654-9 

13,617-3 
76,837.0 
53,309-8 

101.1 
103.8 
101.3 
103.7 
103.8 
109.4 
114.0 
121.8 
123.0 
123.7 
165.2 
i57-o 
164.7 
219.6 
232.2 
234-3 
387-4 

1,0534 
502.8 
879.9 

1.396.6 
2,9257 
2.629.6 
7,257-2 

18,587.2 
97.984.0 

291,120.7 

100.1 
101.3 
102.5 
103.0 
103.5 
109.7 
115-3 
120.5 
125.9 
126.9 
147.0 
159-4 
166.7 
2517 
252.7 
266.4 
450-5 
566.1 
620.8 
884.3 

i,525-4 
2,879.5 
3,022.6 

34,856.6 
45,655-7 

190,263.6 
1447,285.7 

The countries have been placed in the order of the value of their currencies. It should be 
observed, however, that, although this order presents an instructive picture, it is in certain 
cases misleading, for the parities which have been taken for certain of the new or expanded 
States of Europe (as for instance Czechoslovakia) are, in fact, purely historical and conventional. 
In such cases the movement in the rates from year to year is of greater importance than the 
final order. 

Average of March 1920. 
Based on the new parity fixed on February 2nd, 1920. 
End of April 1920. 
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The actual progress which has been made is perhaps more definite than is sometimes acknow- 
ledged. Whereas at the end of 1920 the dollar stood at a premium of over 15 % compared with 
every other currency save that of Japan, by the third quarter of 1922 that premium was less 
than 5 % in the case of the currencies of five, and less than 10% in the case of the currencies of 
six countries. Further, the value of the Czechoslovak crown since the end of 1920 increased 
by September 1922 by 68 %, the Spanish peseta by 15 %, and the Norwegian and Danish 
krone by 12 % and 30 % respectively; the French and Belgian francs by 23 % and 14 %, and 
the Italian lira by 18 %. When it is remembered that the internal purchasing power of a dollar 
has itself increased by 15 % during this period, and that it has, therefore, been incumbent on 
the other countries of the world to climb up, not to a fixed, but to an ascending objective, it is 
clear that the achievement is appreciably greater than the differences between the dollar agios 
at different dates indicate. 

On the other hand, the value of the drachma is now about one-third of what it was in 1920 
the leu just over half, and the dinar appreciably under half, while the Polish mark is about 
one-fifteenth of its earlier value, the German mark less than one-twentieth, and the Austrian 
krone about one two-hundredth part. In the case of these four last-mentioned countries, how- 
ever, the most important movements are those which have taken place in the last twelve months. 
Thus, while the dollar, in terms of Polish marks, stood at 111,914 in October 1921, and 190,264 
in September.1922, the German exchange moved from 3,470 on the former to 34,856 on the latter 
date, the dollar thus increasing its value by just over 70 % in the case of the Polish mark 
and by just over 1,000 % in the case of the German mark. 

XI. 

Xiv.— “In countries where there is no central bank of issue, one should be established, and if the assistance 
of foreign capital were required for the protection of such a bank, some form of international control might 
be required.” & 

Since the date when this resolution was passed, measures have been adopted in almost 
every quarter of the globe for the centralisation and co-ordination of national banking systems. 
The Lithuanian Government founded a Central Bank in August last with the object of creating 
a stable currency system. This bank, which began its operations on October 1st, will have the 
sole right of note issue for a period of twenty years and will act as the banker of the Government. 

More recently a new central bank of issue has been established in Latvia. This bank 
may only make advances to the State against a deposit of part of the Government's gold 
stock or foreign bills. The issue of notes, other than gold certificates, is limited to 150 million 
lats, and a reserve in gold has to be maintained which varies according to the quantity of 
notes in circulation. The notes are exchangeable on demand against gold, a new gold currency 
having been established at the same time on the basis of 1 lat to 1 gold franc. The bank 
began its operations on November 1st, 1922. 

In Australia, where there was already a Commonwealth Bank, the right to issue Australian 
notes was transferred on November 30th, 1920, from the Treasury to a new Note Issue 
Department of that bank. All the assets and liabilities of the Note-issuing Department of 
the Treasury were accordingly handed over to the bank. 

In the Dormmon of South Africa, the Central Reserve Bank, which was established in 1920 
with the object of taking over the right of note emission from the existing joint-stock banks 
actually began operations as a bank of issue on July 1st, 1922. 
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In South America, three new central banks have been established by law during the current 
year, namely in Colombia, Paraguay and Peru. The new Banca de la Republica in Colombia 
is in part a private and in part a State institution. Half the capital is provided by the State 
and half by private individuals. Three of the seven members of the Board of Directors are 
appointed by the State. The bank has the sole right of issuing notes, which must be converted 
on presentation into gold. 

The new institution in Peru, which came into existence as a result of an Act passed at the 
beginning of March last, took the form of a Federal Reserve Bank, half of the share capital 
of which is subscribed by the member banks. Only those shares owned by the member banks 
carry voting power. The bank is authorised to receive deposits from member banks and from 
local and Central Government institutions, to discount commercial bills endorsed by member 
banks, and to deal under certain restricted conditions in foreign exchange. It has, at the same 
time, the sole right of note issue, taking over the Junta de Vigilancia, which had been organised 
by the leading banks in Peru during the war for the issue and control of the cheques circularised. 
The Caja de Depositos y Consignaciones, likewise organised by the leading banks in Peru during 
the war for receiving Government deposits and making advances to the Government, is also 
taken over by the Reserve Bank. 

In Paraguay, a State bank of issue was established by an Act passed in May last. This 
new bank is to take over both the Agricultural Bank and the Exchange Office (Oficina de Cam- 
bios), its capital being based in part upon the assets of these two institutions. The bank has 
the right of issuing notes against certain specified reserves, and is to build up a conversion fund 
with the object of the final stabilisation of the currency. By Article 12 of the Bank Act, loans 
to the Government in excess of 20 % of the capital of the bank are prohibited. 

In Central America the Republic of San Salvador established a new central bank of issue 
by a law approved at the end of June 1921. According to this law, the capital of the bank is 
fixed at 10,000,000 American dollars, and the bank has the right of issuing notes up to twice 
the amount of the capital paid up. These notes, against which a reserve of 50 % is to be main- 
tained, in the United States, are redeemable either in United States gold or in sight drafts on 
San Francisco. 

Geneva, November 1922. 



Argentine. 

The measures adopted by the Brussels Conference are mostly of small material importance 
for the Argentine Republic, which remained neutral during the world-war and, therefore, only 
suffered in an indirect way, and comparatively slightly, from its economic consequences in their 
many aspects. Many factors, therefore, which became of essential importance from the point 
of view of the Brussels Conference were not, and are not, important from the point of view of 
the Argentine Republic. Nevertheless, the economic and financial consequences of the war 
have been clearly felt in this country and have played a part of some importance in the evolution 
of the country since the year 1914. 

I. REVENUE AND EXPENDITURE. 

As a result of our system of public finance, customs duties on imports and exports (the 
latter created during the war) provide about half the revenue of the State. As the yield of these 
duties is subject to considerable variations, varying in proportion to the volume of foreign 
tfa<veTthat 13 t0 Say' in the relation of such trade to the world economic situation the balancing of the State Budget primarily depends on the general economic condition of the country and on 
its trade balance. The other half of the revenue is supplied by taxes on consumption, and their 
yield increases or decreases for the same reason but to a lesser degree. The immediate influence 
thus exercised by the general economic situation on the national finances may be seen parti- 
cularly clearly in the tax returns for the year 1920, when the general economic development and 
international trade were of an intensity which had not been experienced since the war, and an 
unprecedented volume of trade was recorded, particularly in respect of imports. The total 
trade of that year amounted to 1,979 million gold piastres, 935 millions of which represent imports 
and 1,044 millions exports. In the year 1919, which was also a record year for trade, the total 
trade amounted to 1,687 million gold piastres — imports 656 millions and exports 1,031 millions. 

^expansion of t ade led to an increase of the revenue derived from import and export 
duties during the year 1920, and as taxes on consumption also provided a very satisfactory 
yield, the total revenue increased from 368.4 millions in 1919 to 481.4 million paper piastres in 
1920, a difference of more than 113 million paper piastres. Import duties reached 160 mil’ion 
paper piastres, as against in millions in 1919; export duties rose to 96.8 millions, as against 

1 Report submitted by Mr. C. A. Tornquist, delegate at the Brussels Conference. 
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68.3 million paper piastres in 1919; and taxes on consumption amounted to 91.6 as against 
80.3 million paper piastres in 1919. 

Ow ng to this satisfactory yield from the chief sources of revenue, the actual revenue for 
the year 1920 exceeded the estimate by 70.4 million paper piastres, and the financial year closed 
with a surplus of 9 million paper piastres, in spite of large extra charges not provided for in the 
Budget, which were authorised by the Cabinet and by special laws (72.7 million paper piastres). 

For the financial year 1921 no data have as yet been published with regard to the revenue 
from taxation or the total expenditure, but it may be presumed that the balance will be rather 
unfavourable, in view of the fact that the instability of the general economic situation has led 
to a diminution in the yield of certain sources of revenue, particularly of customs duties. 

The charges for the organisation of national defence do not weigh heavily on the Budget 
of the Argentine Republic. The Army and Navy are being developed only gradually in accord- 
ance with the general development of the country. As the Republic remained neutral during 
the war and its geographical and political position freed it from the necessity of taking special 
military precautions, the defence budget has not increased during the last ten years, but 
remained at a level which has always been reasonable and never exceeded 20 % of the total 
expenditure for the year. 

The slight increases recently noted in expenditure on the Army and Navy have been 
largely caused by the policy, pursued by the Government in recent years, of fixing a minimum 
rate of pay. 

Unproductive Extraordinary Expenditure. 

Under this heading may be grouped expenditure on public works, which, generally speaking, 
brings no immediate return in new countries such as the Argentine, since expenditure of this 
kind is rather of indirect value, as the works contribute to the progress of the country, increase 
in population, intensification of the life, increase in production and development of domestic 
and foreign trade. 

The total expenditure on public works provided for in the Budget varies from year to year; 
it constitutes something between 20 and 25 % of the total Budget. The actual expenditure 
under this head generally falls short of the estimates, owing to the fact that many of the works 
authorised are spread over a long period and the expenditure in connection with them is shown 
in the accounts of several successive years, or again, as has frequently happened in recent years, 
because the necessary funds, which are to a large extent provided by the issue of loans, have not 
been forthcoming. 

Productive Ordinary Expenditure. 

There is really no such expenditure in the Argentine Budget, since all the productive enter- 
prises undertaken by the State work independently and are self-supporting, e.g., the National 
Argentine Bank, the National Mortgage Bank, the State Railways and the important exploita- 
tion of oil wells in Comodoro Rivadavia and Plaza Nuincul; the unified administration of the 
last-mentioned undertaking has just been entrusted to a new general directorate which will 
work under the immediate control of the national Minister of Agriculture. 

The social and economic policy of the Government, particularly in respect of the salaries of 
officials, has in recent years been continually favourable to the working class, and this policy 
has sometimes been pursued almost to the point of imperilling production. 
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The increase in salaries of the staff of the public services has been advantageous almost 
exc usively to the lowest grades of the staff. In this connection very sweeping measures have 
been taken by the introduction into the national Budget of the system of minimum salaries 
I his may possibly have an unfavourable effect on the national finances, since the minimum 
basis has recently been increased in an arbitrary manner. The consequences of this method 
of procedure will only be felt now when the national revenue has begun to decrease. 

The same policy of the national Government may also be noted in the measures taken to 
combat the rise in price of the chief articles of consumption. Apart from export prohibitions in 
respect of certain raw materials, it is very clearly shown by the additional duty on the export 
of wheat and flour, which has been at the rate of 4 and 5 paper piastres respectively per quintal 
(Law No. 11,014) The revenue obtained from this source has been utilised by the Government 
in accordance with the law, to diminish the prices of the said products intended for home con- 
sumption, and has reached a very high figure (46 million paper piastres in 1920) 

Otherwise there are no subsidies on foodstuffs and nothing has been spent on unemployment. 

. ,, Wl
A
th regani t0 the financial position of the State railways (these are the least important 

of the Argentine railways) it may be said that, in a general way, they are self-supporting. The 
same applies to the postal and telegraph service, which is administered by the State. Telephones 
on the other hand, are carried on by private enterprise. 

Since the beginning of the war there has been no new taxation, although in recent years 
the voting of an income tax has seemed inevitable. The great increase in revenue from existing 
taxation during the last few financial years has led to the postponement of the imposition 
of an income tax. F 

Thf. horrowing of the State is carried out in the form of short-term loans, either by means 
of the discounting of Treasury bonds by private banks of the country, or through advances 
made by foreign banks for a period of one, two or three years. It is absolutely impossible in the 
Argentine to have recourse to the issue of notes, because, in accordance with the conversion law 
such issue is invariably and solely effected in exchange for gold. 

The question of the effect of local or provincial finance on the State Budget does not arise 
with regard to the Argentine, as the provinces are autonomous from a political and financial 

and their financial position has had no influence on the development of the finances 

. Bxception must, however, be made of the measure recently decreed by the provinces sub- jecting to internal consumption taxes the same commodities as the Government had for some 

ThfrSi be
f
ef, .taxinS- These commodities are a very important source of national revenue. 

rnnrJr ^ has t36611 a very heavy over-taxation of the articles of consumption concerned, which will have to be abandoned sooner or later. 

II. MONETARY SITUATION. 

have.been n,0 very important developments in the monetary situation. As already mentioned, the issue of notes takes place only and invariably in accordance with the law of 

THat A0teS ry 0nly be iSSUed against e°Id- There has ne^er been 
noLh^ PThL h hK Tfle .ArS6ntine currency situation is, therefore, as satisfactory as 
^S

o1
b ,Th has b66n no lnfiatl°n and, therefore, no deflation. The fiduciary circulationhas 

eold let* SmCe l8?9 f pi?portlon t0 the deliveries of gold to the Conversion Bank, and this gold acts as security for the notes in circulation. The gold reserve at present amounts to 
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480 million gold piastres, which represents cover for more than 80 % of the total circulation, 
including nickel and copper coins. 

III. INTERNATIONAL TRADE. 

No step has been taken in this respect by the Argentine Republic such as to change its 
pre-war position. Prohibition of the export of certain products, such as wheat, sugar, metals, etc., 
was at one time provisionally decreed with the sole object of retaining in the country the quanti- 
ties necessary for internal consumption. The freedom and equality granted to all nations which 
have had commercial relations with the Argentine before the war continued during the war 
and still continue. It should perhaps be mentioned that several export duties have recently 
been abolished in view of the considerable decrease in the prices of the commodities concerned 
and the ever-increasing difficulty of placing the products or raw materials on the international 
market, particularly by reason of the falling-off in world-consumption. 

July iSth, 1922. 



Australia 

I. BUDGETARY MEASURES. 

i. How far the ordinary expenditure {including the service of the debt) has been covered by 
ordinary revenue. 

At June 30th, 1920, the Commonwealth Treasury had in hand a sum of £ 5,724,806, repre- 
senting the surplus of Commonwealth revenue or expenditure in the previous years. 

£ 
Intheyearended June 30th, 1921, the revenue was . . . 65,517,608 
and the ordinary expenditure, including the service of the 

debt, was  64,624,087 

the surplus being  £ 893,521 

In the year ended June 30th, 1922, the revenue was . . . 64,897,046 
and the ordinary expenditure, including the service of the 

debt, was  65,106,949 

showing an apparent deficit of . . £ 209,903 

It is to be noted, however, that this deficit was made good out of the surpluses brought 
forward from previous years. 

The budget estimates for the year ending June 30th, 1923, are as follow:— 

£ 
Estimated revenue  59,568,250 
Estimated expenditure  62,273,693 

Deficit on the year  £2,705,443 
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Here again it is to be noted that the deficit will be met out of surplus revenue brought 
forward from previous years. Indeed, after meeting the deficit there will still remain in the 
Treasury surplus revenue amounting to £ 3,702,981. 

It will be seen that the Commonwealth of Australia has complied with the condition laid 
down by the Brussels Conference. That is to say the Government has restricted its ordinary 
recurrent expenditure, including the service of the debt, to such an amount as can be covered 
by its ordinary revenue. 

2. Whether expenditure on armaments has been reduced. 

The Commonwealth always divided its expenditure on armaments in the following way:— 

{a) Expenditure of the Great War; 
(b) Ordinary expenditure for the defence of Australia. 

In the year ended June 30th, 1921, belated expenditure £ 
in connection with the Great War amounted to . . . I>595»955 

It is estimated that for the year ending June 30th, 1923, 
similar expenditure will amount to  504,396 

Ordinary expenditure for the defence of Australia 
amounted, in the year ended June 30th, 1921, to. . . 5,664,216 

In the following year it amounted to  6,310,717 
and, for the year ending June 30th, 1923, it is estimated 

that the expenditure will be  4,854,141 

This reduction of about £ 1,500,000 is the result of deliberate retrenchment by the Govern- 
ment following the principles agreed to at the Washington Conference. 

It may accordingly be stated that the Commonwealth of Australia has rigidly reduced all 
expenditure on armaments in so far as such reduction is compatible with the preservation of 
national security. 

3. The extent of unproductive extraordinary expenditure. 

The Commonwealth of Australia has no unproductive extraordinary expenditure. 

5. The policy of the Government in the case of remuneration granted to officials by reason of 
variations in the cost of living, and the effects of this policy on budget conditions. 

Salaries and other conditions of employment in the Public Service of Australia are settled 
by an Arbitration Court, which has granted increases of pay to public officials in order to com- 
pensate them for the increased cost of living. The increases hitherto granted have all been fixed 
amounts granted for indefinite periods, and as yet the increases have not been even partially 
withdrawn. No doubt when the time is considered opportune the Government will approach 
the Arbitration Court and ask for a withdrawal of the increases or portion thereof in order to 
bring the salaries down in accordance with the decreased cost of living. It will be seen that the 
increases of salaries and the probable decrease which will occur later are not automatically 
dependent upon the rise and fall of an index number as ascertained by statisticians. The effect 
of this policy on Budget conditions is a considerable increase in the salary bill, but extra taxation 
has not been required by reason thereof. 
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6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 

In Australia there are not any subsidies on bread and other foodstuffs or on coal and other 
materials. 

7. Charges for unemployment. 

In Australia there have not been any unemployment doles, though what were known as 
"repatriation allowances” were granted to soldiers on their discharge pending their absorption 
in civil employment. These repatriation allowances were paid during only a short period after 
discharge and have now ceased. 

8. The financial position of public undertakings. 

The most important railways of Australia are managed by the State Governments. Gene- 
rally speaking, the aim of those Governments is to adjust the charges for passengers and freight 
at such rates as will enable the railways to earn a revenue sufficient to cover not only the expendi- 
ture on maintenance but also the interest payable on capital. No departure from this prin- 
ciple was made during the period of the war. 

In the year 1920, the net revenues of the State railways (after deduction of the cost of 
working) were as follows:— 

New South Wales. . 
Victoria  
Queensland . . . . 
South Australia . . 
Western Australia . 
Tasmania  

I 
3,512,863 
2,166,060 

636,758 
719,180 
291,403 
115,986 

Total . £7,442,250 

The net revenues as set out above represent the following percentages upon the capital 
cost of construction, namely:— 

New South Wales  
Victoria  
Queensland  
South Australia  
Western Australia  
Tasmania  
All States  
As the interest payable by the State Governments on 

loans for the construction of railways amounted in 
1920 to  

and as the net amount available for payment of interest 
(after payment of working expenses) amounted to . 

it will be seen that the State railways of Australia showed 
a deficit of  

4-43 % 
3-72 % 
i-59 % 
3-76 % 
1.61 % 
2.21 % 
3-38 % 

£926,196 

£7,442,250 

£1,826,946 

This deficit may be expected to disappear in the future in consequence of the fall in prices 
of commodities and services, and in consequence of the occupation of lands which the railways 
have been designed to open up for productive settlement. 
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The Commonwealth Government owns the Transcontinental Railway and some unimpor- 
tant other railways. These railways at present show a loss on working, the gross revenue in 
1920 having been £315,757, while the working expenses amounted to £ 417,637. It is not expected 
that these railways will be in a position to meet the charges for interest on capital for some 
years to come, though as population increases the traffic on the Transcontinental Railway may 
be expected to become profitable. 

The present comparatively small losses on running Commonwealth and State Railways 
are made good out of the proceeds of taxation, and that course may be deemed to be justified 
in a young country which is compelled to expend money for its development. There is no doubt 
that the expenditure on the railways will result in the production of great wealth to the nation 
in the future. 

Postal, telegraph and telephone business is under the control of the Commonwealth Govern- 
ment, and there are no private organisations in Australia which handle any portion of the busi- 
ness. The following were the financial results in the year ended June 30th, 1921:— 

Posts  profit 
Telephones  » 

Total  
Telegraphs  loss 

Total net profit to the Postmaster-General’s 
Department  

£ 
929,604 
222,475 

£1,152,079 
8,312 

£ 1,143767 

Before ascertaining the profit indicated, there was deducted from the revenue a sum repre- 
senting not only the interest actually paid upon loans raised for capital purposes but also interest 
upon that portion of the capital expenditure which was met out of revenue. 

9. The introduction of new taxation. 

Throughout the whole war period it was the practice to impose new taxation in order to 
meet all annually recurring charges of the Government, including interest payable on war loans. 
Right through the war period there was never a deficiency of revenue to meet those charges. 
It will be seen that the Commonwealth of Australia at no time transgressed the principles 
indicated in Article 6 of the Brussels Resolutions on Public Finance. 

10. Methods of raising money by loans, whether by (a) long-term loans) (b) short-term loans in 
the open market] (c) loans direct from the Central Bank, leading to further new inflation. 

During the war the Government leaned to some extent upon the banks in that it induced 
the banks to grant overdrafts, for periods not exceeding 18 months, to enable individuals to 
subscribe to war loans. Even since the war this practice was resorted to in relation to loans 
required for repatriation of soldiers, including the building of homes and settlement on the land. 
The overdrafts were secured merely by the Government Bonds which were issued to the sub- 
scribers, and this, of course, caused some inflation. The Treasurer of the Commonwealth, in his 
recent budget speech, announced that, in future, there would be no artificial aids to the raising 
of loans, and the system of inflation referred to has now definitely come to an end. It may be 
stated too that practically all the overdrafts referred to have been cleared off by the subscribers 
and thus eventually the loans have been covered by real savings. 

Except in respect of the comparatively unimportant sum raised by the issue of War Savings 
Certificates, and except for two small sums raised by Treasury Bills in London during the last 
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two years, Australia has never, since the outbreak of war, raised a loan having a curre ncy of 
less than five years. The total issue of war savings certificates to June 30th, 1922, amounted 
to £6,400,000, and they have all been paid off with the exception of about £ 1,000,000. Treasury 
Bills, to which reference has been made, have all been paid off out of the proceeds of long- 
dated loans issued in London. 

The banks made some direct subscriptions to war loans, and, even as late as 1920, lent the 
Government £ 6,000,000 in order to enable war gratuities to be paid to soldiers, but no further 
direct assistance of banks to the Government is likely to be sought. 

In more definite reply to the questionnaire, it may be stated: 

{a) The general practice of the Commonwealth of Australia is to raise loans only 
for long terms; 

(b) Short-term loans are issued by Australia only for comparatively small sums 
and only when some temporary condition of the market renders it inexpedient to float 
a long loan. As a rule, the Commonwealth of Australia has no floating debt whatever, 
and has none at present; 

(c) It is against the new policy of the Government of Australia to raise loans direct 
from the Central Bank or other banks. 

11. Tke influence of foreign loans and trade balances. 

Australia is not embarrassed by questions concerning the discharge of international obliga- 
tions. 

Great Britain advanced about £ 90,000,000 to Australia for war purposes, and in 1921 an 
agreement was entered into for the discharge of the obligations in that respect. The agreement 
provides for payment of an annuity to the mother-country for a period of about 35 years. The 
annuity covers principal as well as interest and can be paid by Australia without difficulty. 
Requirements for the development of the great resources of this new and sparsely populated 
continent necessitate the assistance of overseas capital, and this is usually obtainable on reason- 
able terms in the London market. 

Australia is able, however, to find some money for development out of the savings of the 
Australian people. Under these conditions it is possible, even without shipments of gold, to 
adjust balances of trade for or against Australia by arrangement of loan transactions. For 
example, an adverse balance of trade can conveniently be corrected by Government borrowing 
in London. On the other hand, a trade balance in favour of Australia can be adjusted by curtail- 
ment of borrowing in London. By reason of the facilities in respect of borrowing in London and 
by reason of the fact that the adjustment of trade balances with all countries is usually effected 
by settlements in London, Australia has no serious problems in relation to exchange. The rates 
of exchange between London and Australia have been at or about par during many years past, 
including the years of the war. 

12. The effect of local and provincial finance on the budget of the State. 

Local provincial finance does not seriously affect the Budget of the Commonwealth of Aus- 
tralia. Though the powers of the States to impose taxation are identical with those of the 
Commonwealth in that regard, and though difficulties are caused by dual taxation, the resources 
of Australia hitherto have proved sufficient to meet all the demands of the taxation authorities, 
and the Commonwealth of Australia has suffered from no lack of funds to meet necessary outlay. 

5 
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II. MONETARY MEASURES. 

i. The increase or decrease of the note circulation. 

The note circulation of Australia has varied, as shown in the following table:— 

l 
June 1920  56,949,000 
July 1920  56,464,000 
January 1921  58,713,000 
July 1921  58,225,000 
January 1922  56,045,000 
July 1922  53>556,ooo 
September 1922  52>037,000 

The various causes which led to an increase in the note circulation of Australia have ceased 
to operate, and a shrinkage has begun. 

2. The influence of Government expenditure on currency. 

It has already been shown that the Commonwealth of Australia is meeting its current 
expenditure out of revenue and therefore Government expenditure has no abnormal influence 
upon the condition of the currency. 

3. The repayment of floating debt and the effects thereof. 

Australia has no floating debt. 

4. The connection between the Government and the Central Bank of issue. 

The banks of Australia are entirely free from political pressure and are conducted solely 
on lines of prudent finance. As already stated, the banks assisted the Government during the 
war in such a way as to cause some inflation. The association with the Government in this 
direction has now entirely ceased. The Commonwealth Bank of Australia, which is a Govern- 
ment institution placed beyond political control, has charge of the note issue. It is not a central 
bank in the sense that the other banks rely upon it for guidance or financial support, and the 
question of altering its status so as to convert it into a central bank in the full sense of the term 
is receiving attention by the authorities. No other bank in Australia has the right to issue 
notes. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

The granting of credits in Australia is no longer subject to artificial arrangements, and the 
banks of issue are successfully performing their normal functions. 

6. The existence of any artificial control of exchange, with a description of its character and its 
effects. 

In Australia there is no artificial control of exchange, and foreign holders of banknotes 
and credit balances are not treated differently from native holders. 
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7. The causes and effects of deflation. 

Deflation in Australia since 1920 has been caused by the cessation of arrangements with 
banks for special assistance to war and reconstruction loans; also by the discontinuance of 
making loans to States by increasing the note issue. 

III. COMMERCIAL POLICY. 

and exports or of special 1* The abolition or the establishment of prohibitions on imports 
Permits] the abolition or lowering of import or export duties, etc. 

As from December 1920. the prohibition of export of goods to ex-enemy countries was 
removed. As from August 1st, 1922, the prohibition of imports from ex-enemy countries was 
a so cancelled. The prohibition of imports of dyes, other than those of British origin, is still 
m torce except as to such dyes of foreign origin for which no effective British substitutes are 
available commercially. 

A new Customs Tariff Act was passed, as from December 16th, 1921, providing generally 
for greater protection of local industries and increased preference to those of the United Kingdom 
and New Zealand. This Tariff Act also provides for an intermediate tariff which may be applied 

Australian gooT-^^^^011' t0 Certa^n ^00^s 0^er countries granting reciprocal treatment to 

2. The existence (or abolition) of price discrimination against foreign trade. 

n a Pl?Ce d;frimmatlon against foreign trade is covered by the operation of the Customs Tariff ( ndustnes Preservation) Act 1921, which is reproduced in the annex to this chapter. 

3. The conclusion of (a) commercial conventions] (b) transport conventions. 

An agreement regarding tariff, reciprocity was concluded with New Zealand, and became 
operative on September 1st, 1922. 

No transport conventions have been entered into by Australia. 

November 2\th, 1922. 
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Short title. 
Incorporation. 

Definitions. 

Dumping duty. 

ANNEX. 

CUSTOMS TARIFF (INDUSTRIES PRESERVATION) ACT. 

No. 28 of 1921. 

An Act relating to certain Special Duties of Customs. 

(Assented to December 16th, 1921.) 

Be it enacted by the King’s Most Excellent Majesty, the Senate, and the House of Representatives of the 
Commonwealth of Australia, as follows: 

1. This Act may be cited as the Customs Tariff (Industries Preservation) Act 1921. 
2. The Customs Act 1901-1920 shall be incorporated and read as one with this Act. 
3. In this Act, except where otherwise clearly intended: 

“Ballast rates” means special rates chargeable on any goods shipped as ballast or stiffening for any 
vessel, and being lower than the rates chargeable on those goods when carried as ordinary cargo; 

“Subsidised ship” means any ship to the master, owners, agents or charterers of which there is paid 
any Government or other subsidy, bonus or bounty (not being payment for the actual carriage 
of mail matter at rates which the Minister considers to be fair and reasonable) which will permit 
of goods being carried at a rate of freight lower than would be the case if such subsidy, bonus or 
bounty were not paid; , 

“the export price” of goods exported to Australia means the price at which the goods are sold by the 
exporter to the importer in Australia (including the free-on-board charges in the country of export), 

“the fair market value” of goods means the fair market value of the goods, or of goods of the same 
class or kind, sold in the country of export in relation to which the expression is used, for home 
consumption in the usual and ordinary course of trade plus free-on-board charges in that country 
but not including any Excise duties payable in that country; 

“the Tariff” means the Customs Tariff in force for the time being; and 
“the Tariff Board” or “the Board” means the Tariff Board appointed under the Tariff Board Act 1921 

4. — (1). If the Minister is satisfied, after inquiry and report by the Tariff Board, that goods exported 
to Australia, which are of a class or kind produced or manufactured in Australia, have been or are being sold 
to an importer in Australia at an export price which is less than the fair market value of the goods at the time 
of shipment, and that detriment may thereby result to an Australian industry, the Minister may publish a 
notice in the Gazette specifying the goods as to which he is so satisfied. 

(2) Upon the publication of the notice, there shall be charged, collected and paid to the use of the 
King, for the purposes of the Commonwealth, on those goods imported into Australia a special duty (in this 
section referred to as "the dumping duty”). 

(3) The amount of the dumping duty in each case shall be the sum which represents the difference be- 
tween the fair market value of the goods at the time of shipment and the export price: 

Provided that where the importer satisfies the Minister that he purchased the goods within six months 
prior to the time of shipment and that after the date of purchase and prior to the date of shipment the fair 
market value of the goods had increased, the fair market value to be taken for the purposes of this section shall 
be the fair market value at the date of purchase. 
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(4) The regulations may provide for the exemption of the following goods from the dumping duty: 
(a) Any goods or class of goods in respect of which the Minister is satisfied, after report by the Tariff Board' 

that the goods or classes of goods are not made in Australia in substantial quantities and offered 
for sale to all purchasers on equal terms under like conditions having regard to the custom and 
usage of trade; 

(b) Any goods in respect of which the difference between the fair market value and the export price doe3 
not exceed five per centum of the fair market value; 

(c) Any goods in respect of which the difference between the fair market value and the export price does 
not exceed ten per centum of the fair market value, if the Minister is satisfied, after report by the 

^ Board> th*t the exemption would not be detrimental to any Australian industry and (d) Goods, being articles of merchandise, for use bona-fide as samples for the sale of similar goods. 
S. — (i) If the Minister is satisfied, after inquiry and report by the Tariff Board, that goods produced 

or manufactured outside Australia have been or are being sold to an importer in Australia at an export price 
which is less than a reasonable price, and that detriment may thereby result to an Australian industry the 
Minister may publish a notice in the Gazette specifying the goods as to which he is so satisfied. 

, , £2) Up°n th® Pubhcatlon of the notice, there shall be charged, collected and paid to the use of the King r the purposes of the Commonwealth, on those goods imported into Australia, a special duty (in this section 
referred to as the dumping-below-cost duty”). y ' 

am°Un‘ °f th» duty in each case shall be the sum which represents the difierence between a reasonable price of the goods at the time of shipment and the export price of the goods. 
(4) In this section a reasonable price” means such a price as represents the cost of production of the 

goods, plus five per centum, plus free-on-board charges. 1 

T5)-ffR the a^sence of satisfactory evidence as to the cost of production, the Minister may, after report by the Tariff Board fix such amount as he thinks fit as the cost of production, and the amount so fixed shall for 
the purposes of this section, be deemed to be the cost of production. 

6-“ (I) If.the Minister is satisfied, after enquiry and report by the Tariff Board, that goods have been 
andartehateidg,C°nSlgr ^ ^ that they may be sold at less than a r^sonaL selhng price and that detriment may thereby result to an Australian industry, the Minister may publish a noticed the 
Gazette specifying the goods as to which he is so satisfied ^ 

use o^the^nV^th^^011 ^ ^ ^ ShaU be charSed’ collected, and paid to the of the Kmg for the purposes of the Commonwealth, on those goods imported into Australia a special 
duty (in this section referred to as ‘‘the dumping consignment duty”). ’ ^ 

H-ff (3) ?! am°U"t °f the dumPing consignment duty in each case shall be the sum which represents the difference between the wholesale selling price in Australia and a reasonable selling price. 

nam 1 tbls sectlon “a reasonable selling price” means the price ascertained upon the following basis namely. To the fair market value of the goods there shall be added the freight, insurance, landing and other 
c arges, together with the amount of duty payable under the Customs Tariff, together with five per centum 
on the aggregate of all the items mentioned. * P centum 

(5) If the evidence of the fair market value is, in the opinion of the Minister, insufficient the Minister 
may, for the purposes of the last preceding sub-section, substitute in lieu thereof the ascertained cost of pro- 

es'Smated fS ^ ^ ^ ^ C°St °f production * ascertainable, the cost of production estimated from such information as is available, plus five per centum of such estimated cost. 

in A ! r1 ? Mim
i
Ster 13 satlsfied- after inquiry and report by the Tariff Board, that any goods exported ustraha, of a class or kind produced or manufactured in Australia, have been or are being carried: 

(6) Z bMlastSetlff ^ ^ ^ ^ rat6S °f freight prevailin- at the date of shipment; or 
((c) freight See 8 g ^ ^ ^ °f frd§ht Prevaibng at the date of shipment; or 

or that by reason of the granting of rebates, refunds, or other allowances the net amount of freight pavable 

of fr“g?t3aufnf.0a1,Iitf dat0f °r ‘T'1 °r manuf“‘“red ” is lower than the rates o ireight prevailing at the date of shipment, and that in any such case detriment may therebv result to an 

so sltMed. ^ er may PUbliSh a n0ti0e in the G,“e“‘ spooifying the goods as to which he is 
(2) Upon the publication of the notice, there shall be charged, collected and paid to the use of the Kim* 

rlr^Tr^ g°°dS Australia, a specia, duty (in this secJn 

Dumping-below- 
cost duty. 

Provisions in 
case of goods on 
consignment. 

Dumping freight 
duty. 
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Dumping 
exchange duty. 

Dumping 
preference duty. 

Dumped 
materials duty. 

Evasion of duty 
under sections 9 
and 10 by 
consignment. 

Duties to be 
collected 
separately. 

Power to 
specify goods. 

(3) The rate of the dumping freight duty shall be five per centum of the fair market value of the goods at 
the time of shipment. 

(*) ^ the Minister is satisfied, after inquiry and report by the Tariff Board, that the exchange value 
of the currency of the country of origin or export of any goods has depreciated, and that by reason of such 
depreciation goods have been or are being sold to an importer in Australia at prices which will be detrimental 
to an Australian industry, the Minister may publish a notice in the Gazette specifying the country as to the 
exchange value of the currency of which he is so satisfied, and the goods originated in or exported from that 
country to which in his opinion the provisions of this section should apply. 

(2) Upon the publication of the notice, there shall be charged, collected and paid to the use of the King, 
for the purposes of the Commonwealth, on all goods specified in the notice, produced or manufactured in or 
exported from the country specified therein, a special duty, at a rate to be ascertained in accordance with the 
Schedule. 

9. (1) If the Minister is satisfied, after inquiry and report by the Tariff Board, that, by reason of the 
depreciation in exchange value of the currency of the country of origin or export of any goods, in comparison 
with the currency of the United Kingdom, goods exported to Australia, which have been produced or manufac- 
tured in any country other than the United Kingdom, and are of a class or kind produced or manufactured 
in the United Kingdom, have been or are being sold to an importer in Australia at an export price which is 
less than the fair market value of goods of like character or quality made in the United Kingdom, when sold 
for home consumption therein in the usual and ordinary trade course, plus the ordinary free-on-board charges 
therein (in this section referred to as “the fair market value in the United Kingdom”), the Minister may publish 
a notice in the Gazette specifying the goods as to which he is so satisfied. 

(2) Upon the publication of the notice, there shall be charged, collected and paid to the use of the King, 
for the purposes of the Commonwealth, on those goods imported into Australia, a special duty (in this section 
referred to as “the dumping preference duty”). 

(3) The amount of the dumping preference duty in each case shall be the sum which represents the 
difference between the fair market value in the United Kingdom and the export price. 

10* — (1) If the Minister is satisfied, after inquiry and report by the Tariff Board, that goods have been 
or are being sold to an importer in Australia, which were manufactured wholly or in part from material supplied 
from any country whose currency has depreciated by comparison with the currency of the country to which 
the material was supplied, and that the manufactured goods have been or are being sold to an importer in 
Australia at a price below the price at which the same goods could have been manufactured in the country of 
manufacture if made from material of such country of manufacture, and allowing for a reasonable profit, the 
Minister may publish a notice in the Gazette specifying the goods as to which he is so satisfied. 

(2) Upon the publication of the notice, there shall be charged, collected and paid to the use of the King, 
for the purposes of the Commonwealth, on those goods imported into Australia, a special duty (in this section 
referred to as “the dumped materials duty”). 

(3) The amount of the dumped materials duty shall be the sum which represents the difference between 
the price at which the goods were or are being sold to Australia, and the price representing what would have 
been the fair market value of the same goods if the goods had been manufactured wholly in the country of 
export from materials of that country. 

11* — If the Minister is satisfied, after inquiry and report by the Tariff Board, that the duty imposed by 
either of the last two preceding sections is likely to be evaded by the consignment of goods to Australia for sale, 
he may direct that there shall be payable on any goods specified by him, by notice published in the Gazette, 
which have been consigned to Australia for sale, a duty in an amount which will in his opinion assure that the 
goods will not be sold in Australia at less than a reasonable selling price as defined in section 6, and duty in 
that amount shall thereupon be charged, collected, and paid to the King for the purposes of the Commonwealth 
on such goods. 

12. — The various duties imposed by the Act shall be separately charged, notwithstanding that more 
duties than one may apply to any particular goods: 

Provided that the duty payable on any particular goods under sections 4 to 7 inclusive of this Act 
shall not either severally or collectively exceed fifteen per centum of the value for duty of the goods as ascer- 
tained in accordance with Division 2 of Part VIII of the Customs Act 1901-1920. 

13. — The powers given by this Act to the Minister to publish notices specifying goods shall extend to the 
publication of notices specifying goods of any particular class or kind or to any particular shipment of goods 
or to goods exported by any particular exporter or to goods specified in such other manner as the Minister 
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thinks fit, and, if the notice so provides, to all or any goods entered for home consumption on or before the date 
of issue of the notice as well as to goods entered for home consumption after that date. 

14. — (i) Any notice published in pursuance of this Act may be revoked at any time if the Mimster is 
satisfied that the conditions which occasioned the publication of the notice no longer exist, and that it is desirable 
that the notice should be revoked. 

(2) Upon the revocation of the notice, the duties charged in consequence of the publication of the notice 
shall no longer be collected. 

15. — The special duties payable under this Act shall be in addition to such other duties (if any) as are 
payable under the Tariff. _ . . 

16. — Where at the time of the entry for home consumption of any goods dutiable under this Act, the 
duty payable under this Act was not paid, the Collector may at any time call upon the importer to pay the 
duty, and the importer shall pay the duty accordingly. 

17. The Governor-General may make regulations, not inconsistent with this Act, for carrying out or 
giving effect to this Act. 

Power to revoke 
notices. 

Special duties to 
be additional to 
ordinary duties. 
Special duties 
ma» be collected 
by post entry. 

Regulations. 

THE SCHEDULE 

The special duty provided by Section 8 of this Act shall be calculated as follows: 

(A) As to the franc (French and Belgian currencies) and the lira (Italian currency) the mint par rate of 
exchange of which is 25.22 to £1 sterling: 

If the bank rate of exchange between London and the country of export or origin at the date of export 
is greater than 25.22 (par) but is less than 30.00, no special duty shall be chargeable; and 

If the said bank 
rate of exchange is 
not less than — 

30 
35 
40 
45 
50 
55 
60 
65 
70 
75 
80 
85 
90 
95 

100 
105 
no 
”5 

The special duty 
shall be chargeable 

ad valorem 
at the rate of — 

81/2 P
er cent. 

15 » 
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THE SCHEDULE (continued). 

(A) (continued). 

If the said bank 
rate of exchange is 

not less than — 

120 
125 
130 
L35 
140 
145 
150 
155 
160 
165 
170 
175 
180 
r85 
190 
i95 
200 
205 
2X0 
215 
220 
225 
230 
235 
24O 
245 
25O 
255 
260 
265 
270 
275 
280 
285 
290 
295 
300 

125 
130 
135 
I40 
145 
150 
155 
I60 
I65 
170 
175 
l8o 
185 
190 
195 
200 
205 
210 
215 
220 
225 
230 
235 
24O 
245 
250 
255 
260 
265 
270 
275 
280 
285 
290 
295 
300 

The special duty 
shall be chargeable 

ad valorem 
at the rate of — 

55 y2 per cent. 
56 y2 .» 
58 » 
59 » 
60 » 
60 y, » 
61 % » 
62 y2 » 
63 » 
64 » 
64 y2 » 
65 » 
66 » 
66 y2 » 
67 » 
67 y2 » 
68 » 
68 y2 ». 
69 » 
69 y2 » 
70 » 
7o1/2 » 
7o1/2 » 
71 » 
71 y2 » 
72 » 
72 » 
72 y2 » 
73 »> 
73 » 
73 y2 » 
73 y2 » 
74 » 
74 » 
74/4 » 
74 Yz » 
75 » 
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THE SCHEDULE (continued). 

(B) As to the mark (German currency), the mint par rate of exchange of which is 20.43 to £1 sterling: 

If the bank rate of exchange between London and the country of export or origin at the date of 
export is greater than 20.43 (Par) but is less than 25, no special duty shall be chargeable; and 

If the figure 
denoting the rate 

of exchange is not 
less than— 

25 
30 
35 
40 
45 
5° 
55 
60 
65 
70 
75 
80 
85 
90 
95 

100 
105 
no 
115 
120 
125 
130 
135 
140 
M5 
150 
155 
160 
165 
170 
175 
180 
185 
190 
195 

The special duty 
shall be chargeable 

ad valorem 
at the rate of— 

10 percent. 
18 » 



— i8 — 

THE SCHEDULE (continued). 

(B) (continued). 

If the figure 
denoting the rate 

of exchange is not 
less than— 

200 
205 
21 3 
215 
220 
225 
230 
235 
240 

The special duty 
shall be chargeable 

ad valorem 
at the rate of— 

72 per cent. 
72 y2 » 
73 » 
73 V2 » 
73 % » 
74 » 
74% » 
74% » 
75 » 

(C) As to currencies not provided for in the preceding paragraphs of this Schedule, the special duty shall 
be chargeable at a rate to be proclaimed by the Governor-General. The rate to be so proclaimed 
shall be such a rate as, in the opinion of the Governor-General, approximates as nearly as practicable 
to the basis established in the foregoing tables. 



Austria 

The financial policy of the Austrian Government has constituted the subject of various memo- 
randa and reports issued by the League of Nations \ In the following note, prepared by the Austrian 
Government, is given a sketch of the commercial policy since the International Financial Conference 
at Brussels. 

III. COMMERCIAL POLICY. 

I. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

The customs duties at present levied in Austria are substantially based upon the customs 
tariff for the Austro-Hungarian customs area of March ist, 1906. Since then, modifications were 
made as regards various single items in so far as was necessary. The most important modifica- 
tions since 1920 are included in the law of July 15th, 1921 (Civil Law Publication No. 384 of 1921) 
(Customs Revenue Tariff), and the Customs Revenue Tariff Supplementary Law (C. L. Pub. No. 498) 
of 1922. 

The present customs duties are 10,000 times the amount laid down in the customs tariff, 
C. L. Pub. No. 761 of 1922, except in the case of duties which must be paid on the basis of the full 
value of the duty in gold crowns, as laid down in the tariff, in conformity with the Orders of 
October 20th, 1921 (C. L. Pub. No. 565), of November 20th, 1921 (C. L. Pub. No. 629), and of 
December 10th, 1921 (C. L. Pub. No. 694), and also of the Federal Law of July 24th, 1922, (C. L. 
Pub. No. 498) (Budget Customs Tariff Supplementary Law) and the Order of October 7th, 1922 
(C. L. Pub. No. 739). The rate of conversion for payments in gold crowns is published weekly 
by the Austro-Hungarian Bank, and for the week beginning November 26th and ending December 
3rd, the rate was 14,640 kronen = 1 gold krone. 

The law of December 28th, 1920 (C. L. Pub. No. 28 of 1921), definitely embodies all previous 
regulations. 

1 “ Report and Papers relative to the Financial Reconstitution of Austria." Provisional Economic 
and Financial Committee. 5/-. 

“ The Restoration of Austria. Agreements arranged by the League of Nations and signed at Geneva 
on October 4th, 1922, with the relevant documents and public statements.” 2/6. 
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2. The existence (or abolition) of price discrimination against foreign trade. 

Foreigners are treated in exactly the same manner as Austrian subjects. 

3. The conclusion of (a) commercial conventions; (b) transport conventions. 

(a) The following treaties of commerce have been concluded by Austria: 

German Empire: Agreement of September 1st, 1920 (C. L. Pub. No. 135 of 1921). 
Czechoslovakia: Commercial agreement of May 4th, 1921 (C. L. Pub. No. 853 of 1922). 

Poland: Commercial agreement of September 25th, 1922 (not yet ratified). 
Kingdom of the Serbs, Croats and Slovenes: Commercial agreement of June 27th, 1920 

(C. L. Pub. No. 14 of 1921) (This agreement will be extended for an indefinite period until the 
conclusion of a new agreement.) 

Switzerland: It was agreed, in an exchange of notes, that the general stipulations of the 
commercial treaty concluded between Switzerland and Austria-Hungary on May 9th, 1906, 
should be applicable as between Switzerland and Austria until further notice. 

Lichtenstein: Agreement of April 22nd, 1920 (C. L. Pub. No. 36 of 1920), and exchange of 
notes of September 30th, 1921 (C. L. Pub. No. 17 of 1922.) 

Russia: Agreement of December 7th, 1921 (C. L. Pub. No. 147 of 1922). 
Roumania: Commercial agreement of August 14th, 1920 (C. L. Pub. No. 40 of 1920). (As 

the Roumanian Government, for constitutional reasons, refused to recognise the validity of this 
commercial treaty, fresh negotiations were opened, which have not, however, yet resulted in a 
new treaty.) 

Hungary: Commercial agreement of February 8th, 1922 (not yet ratified). 

Bulgaria: Most-favoured-nation agreement of March 9th, 1922 (C. L. Pub. No. 227 of 1922). 

(b) Transport agreements: 

Agreement, dated June 8th, 1921, between the Czechoslovak and Austrian Governments 
regarding through conveyance of traffic from either State to third States in “sealed” trains, and 
regarding the railway wagon service. 

Agreement, dated June 9th, 1922, between the Polish Railway Administration at Warsaw and 
the Austrian Federal Ministry of Transport at Vienna regarding the conveyance of through 
train traffic from either State to third States in “sealed” trains or groups of wagons, and regard- 
ing the railway wagon service. 

December 28th, 1922. 



Belgium 

I. BUDGETARY MEASURES. 

i. How far the ordinary expenditure (including the service of the debt) has been covered by 
ordinary revenue (Art. Ill, P. F.). 

The estimates for ordinary revenue for the financial year 1922 amount to 2,568,428,913 
francs, which is 466,985,841 francs more than in 1921, and 967,540,489 francs more than in 1920. 

The total ordinary expenditure, including the service of the debt, reaches the figure of 
2,593>463>253 francs. This is an increase of 242,000,000 francs on the previous year. 

The increase is accounted for to the extent of 268,998,940 francs by the increase in the debt 
and the resulting charges. 

With the exception of 25,034,340 francs, the ordinary expenditure is covered by the ordi- 
nary revenue. 

It should, however, be observed that the ordinary revenue derived from taxes amounts 
to only 1,555,464,650 francs. 

The difference of 1,013 millions is made up by the following items of revenue:— 
Tolls (2,950,000 francs), various receipts (89,398,639) and payments (243,975,624), and 

especially the sums to be paid by Germany either on account of occupation expenses (112,240,000) 
or on account of reparations (433,000,000), to cover the service of that part of the debt which 
was contracted on account of Germany, or ultimately, in anticipation of an agreement in 
regard to the handing over of the marks held by the Belgian Government (97,000,000). 

It should be noted that this budget of ordinary expenditure only includes administrative 
expenditure properly so called; public undertakings are included in a special separate budget. 

2. Whether expenditure on armaments has been reduced (Art. Ill, P. F.). 

The total expenditure on armaments has decreased from 754,903,216 francs in 1920 to 
592»753>630 in 1921 and to 577<937>248 in 1922. This year shows, therefore, a reduction of 
176,965,968 francs on 1920. 

The Budget for 1922 is made up as follows:— 

National Defence  483,859,146 francs 
Extraordinary Expenditure .... 43,071,017 » 
Gendarmerie  51,007,085 » 

Total .... 577,937,248 francs 

As this table shows, the expenditure on the Gendarmerie is included in the figure given for 
credits appropriated to armaments. In reality this expenditure is in no way military, as the 
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Gendarmerie is only an ordinary civil police force. The figures for the ordinary and extraordinary 
expenditure on armaments for 1922 may, therefore, be reduced to 526,930,163 francs. 

3. The extent of unproductive extraordinary expenditure (Art. Ill, P. F.). 

The budget of extraordinary expenditure, which reaches the figure of 852,806,657 francs, 
is divided into two distinct chapters. The first includes expenditure on plant and establish- 
ment charges; this, which amounts to 428,466,500 francs, or more than half the total, is 
productive expenditure. The second chapter includes expenditure arising out of the war 
but not chargeable to Germany; it amounts to 424,340,157 francs. It is a heavy burden for 
the country but is unavoidable. This chapter will be automatically eliminated as soon as the 
effects of the war disappear. 

4. The extent of productive extraordinary expenditure (Art. Ill, P. F.). 

Productive extraordinary expenditure amounts to only 428,466,500 francs, as compared 
with 2,593,463,253 francs for ordinary expenditure. 

The Government is endeavouring to restrict it as far as possible. 

5. Statement with regard to the policy of the government in the case of remuneration granted to 
officials hy reason of variations in the cost of living and the effects of this policy on 
budget conditions. 

The basic salary of officials has been increased two or three times. The higher the salary, 
the lower in proportion is the increase. The smaller salaries have been nearly trebled, whereas 
salaries which before 1914 were 6,000 francs and over have only been increased by 85 %. 

In addition to the salary, there exists a housing allowance varying with the size of the 
town in which the official habitually discharges his duties, and a family allowance amounting 
to .50 francs daily for each child dependent on the official. 

In addition each official receives a cost-of-living bonus amounting to 100 francs a month 
(75 francs for junior officials). It is adjustable to the extent that it diminishes or increases by 
one-third at each change of 60 points in the index number of the country. Having been based 
on index numbers ranging from 421 to 480, it has now been reduced to two-thirds of its original 
amount, the index number for June 1922 being 366. On the above basis, the sum to be paid 
this year under this heading is estimated at 135,156,145 francs. 

The total salaries to be paid to officials in 1922 amount to 710,452,325 francs, while the 
budget provides 2,593,463,253 francs for the total ordinary expenditure, but if the service of 
the debt is deducted from this budget, the total ordinary expenditure allocated to the different 
ministries reaches 1,453,027,166 francs; the salaries of officials, therefore, account for almost 
exactly half this sum. 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials (Art. V, P.F.). 

Belgium has definitely abandoned any policy tending to produce an artificial cheapening 
of foodstuffs or other commodities. The services entrusted with the food supply of the country 
during the transition period are being liquidated. 
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The total expenditure provided for this purpose in 1922, under the heading of Food Sup- 
plies, amounts to only 79,869,431 francs; this is compensated by receipts to the amount of 
75»550>°oo francs. The only item of any importance is the purchase and sale of frozen meat by 
the State refrigerator service; the latter is only maintained provisionally and will be abolished 
or handed over to private enterprise as soon as circumstances permit. 

7. Charges for unemployment (Art. V, P. F.). 

There still exists in Belgium a National Emergency Fund, which pays doles to the unemployed 
through the insurance associations of which they are members. Its expenditure is partly covered 
by the Government, the communes and the local unemployment funds; certain provincial 
administrations also provide assistance. In 1921, the Government was obliged to pay or lend 
the Fund 130,000,000 francs, subject to future cancellation. In 1922, credits granted under this 
head were reduced to $0,000,000 francs. The crisis being now less severe and unemployment 
having diminished, definite progress towards a normal state of affairs may be anticipated. 
Meanwhile the regulations regarding the granting of doles are applied with increasing severity 
and the rate of allowance has recently been reduced. 

8. The financial position of public undertakings (railways, posts, telegraphs, telephones, etc.) 
(Art. V, P. F.). 

The revenue derived from public undertakings in 1922 has been estimated at 1,142,174,956 
francs only; the expenditure being estimated at 1,353,089,717 francs, there will be a deficit 
of 210,914,761 francs. 

A few remarks are needed to explain this figure. In the expenditure are included the annual 
charges on capital account for these services; they amount to 165,000,000 francs in 1922. 

Revenue shows an increase of 64,612,806 francs on the previous year. In addition, it is 
probable that the estimates were too low and that the actual receipts will be about 60,000,000 
francs in excess of the estimated figures. The first four months of 1922 have yielded 22,430,000 
francs in excess of the estimates. 

Lastly, if the accounts of the public services were kept on strict business lines, it would 
be necessary to place on the credit side a certain number of items which would reduce the actual 
deficit to 36,750,000 francs. 

9. The introduction of new taxation (Art. VI, P. F.). 

Taxation in Belgium has been considerably increased. The method of taxation has been 
changed by the introduction of a graduated income tax. 

Among other measures, the succession duty has been materially increased, and a tax on 
the transfer of all commodities has been established, which alone will yiel d 200,000,000 francs. 

The total amount yielded to the Government by taxation in 1914 reached the figure of 
354>00p>000 francs. In the Budget of 1922, the yield of taxes is estimated at 1,555,464,650 francs, 
in addition to 25,000,000 francs to be derived from the special tax on war profits. 

A fiscal policy which multiplies nearly fivefold the regular revenue of the State represents 
a very serious effort. 
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It must, however, be remembered that the ordinary expenditure reaches the sum of 
2,593,463,253 francs, including the service of the debt contracted on account of Germany under 
the head of reparations. 

Two conclusions may be reached from the above. 
In the first place, it can be seen that Belgium has made a laborious and successful effort 

to improve her finances. The extent of this effort will be appreciated from the fact that the 
figures given are only those concerning the finances of the Government; to form an exact idea 
of the increase in fiscal charges imposed on every citizen, it must be realised that the taxes 
raised by the Communes and Provinces, whose finances were also involved in debt by the war, 
were increased in the same proportion. 

In the second place, it is evident that in spite of all her efforts Belgium is incapable of bearing 
alone the burden of repairing the devastation of her territory wrought by the Germans; it is 
manifestly impossible for her to attempt to balance her Budget without the regular payment 
of German reparations. 

10. Methods of raising money by loans. 

Whether by: 

(a) long-term loans; 
(b) short-term loans in the open market; 
(c) loans direct from the central bank, leading to further new inflation. 

(Art. VIII, P. F.) 

(а) The funded debt was increased in 1921 by 2,415,500,000 francs by the issue of long- 
term loans on the home market. 

(б) During the same year the floating debt was increased in the same proportion — 
namely, by 2,545,500,000 francs. 

On the other hand, Belgium’s external debt, which represents only one-fifth of the total 
debt, has remained at the same level. 

(c) The Belgian Government has raised only one loan from the National Bank of Belgium; 
this was contracted in 1919 for the purpose of replacing by Belgian notes the German notes 
in circulation at the date of the Armistice. It was simply a question of exchange between two 
currencies. Beyond this advance of a special character, which has been reduced by a first repay- 
ment of 300,000,000 francs, the National Bank has made no further loan, however small, to the 
Government. 

11. The influence of foreign loans and of the balance of foreign trade. 

The advances made to Belgium by the Allies during the war were placed to the account 
of Germany by Article 232 of the Treaty of Versailles; they need no longer, therefore, be taken 
into account. 

The advances made by foreign Governments since the Armistice, the last of which were 
made in the first three months of 1919, reach the figure of 3V4 milliards of francs, but no interest 
is yet paid on them. 

The other part of the external debt is too small in proportion to the total debt (about one- 
tenth) for any special influence on the economic life of the country to be with any certainty 
attributed to it. 

The same applies to the balance of foreign trade. This is definitely unfavourable. In 
1921, the exports amounted to 7,139,837,000 francs, as against imports amounting to 
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io,o5i,435,ooo — that is to say, only 71 %. The negative balance of trade in Belgium is, 
however, covered, in addition to the pre-war items, by the payments made by Germany on 
account of reparations. In these circumstances it is impossible to attribute any definite influence 
to the balance of foreign trade. 

12. Note on the effect of local and provincial finance on the budget of the state. 

Generally speaking, that portion of the taxes raised by the central administration, but used 
by the provinces or communes, is not included in the figures shown in the Budget. Thus the sums 
appropriated to the Communal Fund have been deducted from the figures given in the budget 
of ways and means (No. 24, p. 6). 

It is due to the war that the provincial and communal finances in Belgium have still a direct 
effect on the budget of the State; and the effects produced may be seen in the budget of 
Recoverable Expenditure. 

The inter-provincial debt, resulting from the war contributions imposed on the country 
by the Germans, amounts to 2,347.800,000 francs. The service of this debt amounts to 
100,630,000 francs in the State budget. 

The sum of 26,250,000 francs, representing the annuity to be paid quarterly until 1985 to 
the “Societe du Credit Communal,”is included in the same budget; this sum goes towards the 
repayment of expenses incurred by the communes as a result of the war and chargeable to the 
State. 

It must also be mentioned that the provincial and communal taxes, which have also been 
largely increased, impose an additional burden on the taxpayer and diminish to a considerable 
degree the margin of taxation open to the Government. 

II. MONETARY MEASURES. 

1. Increase or decrease of the note circulation (Art. I, C. E.). 

The resolutions of the Brussels Conference on this point have been strictly applied in Belgium 
Since 1920, the growth of inflation has been completely stopped. The highest figure attained 
by the National Bank’s “sight liabilities” was reached on May 27th, 1920, namely, 7,340,538,000 
francs. Under this heading of “sight liabilities” are included two items of monetary circulation, 
both of which, as is clearly shown in the preamble of the Monetary Circulation and Exchange 
Committee, are liable to contribute to fiduciary inflation, namely, bank-notes and current accounts. 
These items must inevitably overlap to a certain extent. 

But it should also be remarked that since the end of 1920 the total of bank-notes in circu- 
lation has remained much at the same level; the temporary modifications in one direction or the 
other are merely wise adaptations to the fluctuations of business. 

6 



The following figures are significant:— 
(Francs: ooo’s omitted) 

Bank- notes Total obligations to pay at sight 

January 8th, 1921 
April 7th, » 
July 7th, » 
November 3rd, » 
January 5th, 1922 
April 6th, » 
May 18th, » 
June 22nd, » 

6,227.406 
6.086.768 
6.119.845 
6.I35-925 
6.335.012 
6.320.968 
6.168.556 
6.150.693 

7.320.919 
7.252.826 
7.170.026 
7.028.414 
7.010.610 
7.052.264 
7.035.130 
7-033-323 

It can even be asserted that there has been more than a mere stoppage in the growth of 
inflation and that there have been, in some measure, signs of a movement of deflation. The 
total sight liabilities of the National Bank had been reduced by May 18th, 1922, to 7,033,130,000 
francs, showing a decrease of about 300,000,000 on the maximum reached in 1920. 

The Belgian Government had contracted with the National Bank a debt of 5,800,000,000 
francs for the purpose of withdrawing from circulation the marks introduced by the Germans 
during the occupation. A first partial repayment of 300,000,000 francs was made on February 
8th, 1920. 

Such is the origin and cause of the modest decrease which we observe in the fiduciary 
inflation in Belgium. 

This effort will undoubtedly be followed by others. 
The attitude of the Belgian Delegation at Genoa clearly indicated the definite intention 

of the Belgians to carry on a slow and gradual deflation of the monetary circulation in conformity 
with the conclusions of the Brussels Report. 

2. The influence of government expenditure on the currency (Art. II, C. E.). 

It can be confidently asserted that in Belgium, unlike elsewhere, Government expenditure 
has had no direct influence on the currency. It is one of the special characteristics of fiduciary 
inflation in Belgium, and gives her a special place as compared with other countries. Paper 
money was not issued in Belgium to provide means of payment for the Government; it was 
put into circulation solely to allow the withdrawal of the marks imposed on the country by the 
Germans during the war. The marks thus withdrawn are in the possession of the Belgian Govern- 
ment; they constitute a claim against Germany; this claim is the guarantee for the value of the 
paper money now in circulation; the sum yielded will be applied in its entirety to the improve- 
ment of the Belgian exchange. 

It need hardly be said that the Belgian Government has never issued a single .State bond. 
It contracted one loan only with the National Bank, amounting to 5,800,000,000 francs, which 
were issued to replace the marks withdrawn from circulation. Of this loan the Government 
has made a first repayment of 300,000,000 francs. In no other circumstance of any kind has the 
Government had recourse to the National Bank for loans or credits; the latter has, therefore, 
not issued a single bank-note to meet State expenditure. 

3. The repayment of floating debt and the effects thereof (Art. IV, C. M.). 

It has not been possible to repay the floating debt, which has, on the contrary, increased 
from 8,724,500,000 to 11,270,000,000 francs in 1921. 
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It must be observed that the funded debt has also increased in the same proportion, from 
8,554,500,000 to 10,970,000,000 francs, in the same year. The floating debt, however, includes 
the 5,580,000,000 francs advanced by the National Bank and covered by the marks withdrawn; 
this portion, therefore, enjoys a special guarantee. Moreover, it must not be forgotten that the 
floating debt in Belgium is made up, to a considerable but not easily ascertainable extent, of 
saved capital; many investors, who have become more cautious owing to the present difficult 
situation, hesitate to take up long-term securities, and invest in Treasury Bonds with the inten- 
tion of renewing them. 

The Government has, in the course of the last few months, been able to diminish the rate 
of interest on Treasury Bonds by half per cent, without cutting off the demand. 

4. Connection between the Government and the Central Bank of Issue (Arts. Ill, IV and XIV, C.E.). 

The Belgian National Bank is a private company, independent of the State de jure and de 
facto. As it possesses the exclusive privilege of issue, it is subject to the control of the Govern- 
ment. This control, however, although legitimate and indispensable, is of a purely negative 
character; the State confines itself to ensuring a strict observance of the laws and statutes; it 
cannot interfere in any way with the management of the institution. 

5. The restriction of granting credits, either by means of the rate of interest or in other ways 
(Arts. V, VI and VII, C. E.). 

Credit is controlled in Belgium by the normal influence of the rate of interest. There is no 
arbitrary or artificial interference to be recorded in this connection. 

The discount policy of the National Bank has endeavoured to maintain a maximum of 
stability at an appropriate level. 

The official bank rate was increased to 5%% on April 29th, 1920; it remained at that 
figure until April 26th, 1921, on which date it was reduced to 5 %. Since then the situation 
has changed; on June 8th, 1922, the bank rate of discount was reduced to 4% %, hut the rate 
of advances on public funds was raised to 5 % %• 

The State certainly borrows to a considerable extent on the market; it is driven to do so 
by the necessities of reconstruction, but it avoids the use of any artificial stimulus, and conforms 
to the conditions regulating the market in order to attract available capital. 

A proof of the correctness of its policy in this respect is furnished by the rapid success of 
the last loan of one milliard floated by the “Cooperative des Dommages de guerre” and guaranteed 
by the State. 

6. The existence of any artificial control of exchange, with a description of its character and 
its effects. Are foreign holders of bank-notes and credit balances treated differently from 
native holders ? (Arts. XIII, XIV and XV, C. E.). 

After the Armistice, Belgium, like most other countries, attempted the control of exchange. 
A committee supervised the operations of exchange speculators and gave its approval to trans- 
actions which it considered useful. But the same conclusion as that of the Brussels Conference 
was soon reached, viz., that such a policy was "futile and perhaps mischievous.” For this 
reason the Exchange Committee was abolished at the beginning of 1921, and at the present day 
exchange is absolutely free in Belgium. 
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The only intervention of the Government in t his sphere is a guarantee of bona fides granted 
through the intermediary of the Del Credere Commission to certain classes of exporters. This 
measure has, however, only a very indirect influence on exchange; it has, moreover, had little 
effect up to the present. 

No discrimination is made with regard to foreign holders of bank-notes and credit balances 
in the banks; they are not treated differently from Belgian subjects. 

7. The causes and effects of deflation (Art. X, C. E.). 

It is too early to speak of very serious deflation in Belgium. We have drawn attention to 
a modest reduction of 300,000,000 francs in the total of the National Bank’s sight liabilities, 
and we attributed it to a first repayment of the same amount made by the State to the Bank 
on February 8th, 1920. But such a decrease is relatively too small for it to be possible definitely 
to attribute to it a marked influence on the general economic conditions of the country. 

The index number of retail prices in Belgium has decreased to a material extent; it reached 
the figure of 493 in January 1921, and sank to 365 in April 1922. On the other hand, the rate 
of exchange has risen; the Belgian franc, which was worth 6.28 cents in New York in November 
1920, is now worth 8.51 cents (19.30 cents at par). 

Among the many causes which explain the fall of prices in Belgium, the cessation of fidu- 
ciary inflation and the gradual movement towards deflation may undoubtedly be placed in the 
first rank. It should be emphasised that the cessation in the artificial expansion of means of 
payment has been accompanied by a recrudescence of exchange transactions due to the general 
re-establishment of normal economic activity; the currency factor remaining unchanged while 
the other element, viz. the rate of exchange, was increasing, the natural result was a fall in 
prices; in short, a “relative deflation” took place, which caused a notable appreciation in the 
purchasing power of the Belgian franc. 

III. COMMERCIAL MEASURES. 

1. The abolition or the establishment of prohibitions on imports and exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

The foreign trade of Belgium since the summer of 1920 may be summarised thus:— 

Imports. 
Francs. 

Exports. 
Francs. 

°/o of Exports to 
Imports. 

1920 
1921 

First 3 months of 1922 

12,782,526 
10,051,435 
2,131,243 

8,692,562 
7,139.837 
1,333,656 

77.6 
71.0 
65-7 
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The general conditions of commerce in Belgium have been gradually returning to the normal 
pre-war state of affairs. 

The system of restricting imports and exports which, in view of the exceptional circumstances , 
had been imposed on the country immediately after the Armistice has gradually been modified 
and at the present moment only a few traces of this system remain. 

In principle it can be said that trade is free. As an exception, a few articles still require 
the grant of a special licence. Import licences are required only for aniline dyes and agricultural 
machinery obtained from Germany; licences must still be obtained for the export of certain 
foodstuffs, fire-arms, and certain building materials. 

Since January ist, 1922, the last obstacles placed in the way of the export or import of 
securities, stocks, and gold or silver coin and ingots have been removed. 

In Belgium no absolute prohibition based on economic grounds is imposed on the import 
or export of goods. The restrictions which remain are the same as before the war; they are 
founded on considerations other than commercial, aiming only at the protection of public security 
and health. 

The Law of June 10th, 1920, had authorised the Government to multiply by coefficients 
up to 3 the rates of the specific duties in the customs tariff. In a Law dated March 31st, 1921, 
the maximum coefficient was increased to 6. The validity of these two Laws has been prolonged 
until June 3°th, 1922. A new proposal with a view to prolonging them still further has just 
been put before Parliament. In the application of these regulations, and with the approval 
of the Chambers, the specific duties have been variously increased according to the goods in 
question, on an average they have been trebled. These steps have no prohibitive or restricting 
character, they are justified by the necessity of re-establishing the correct incidence of the 
duties, the balance of which had been disturbed by the increase in the value of the commodities 
in question. 

A Royal Decree of November 3rd, 1921, established a special customs system to be applied 
to goods produced in or coming from Germany. This measure, which was taken to meet the 
exceptional situation created by the sudden and considerable fall of the mark, was ratified by 
the Chambers in April 1922. This tariff is not to remain in force beyond December 31st, 1922. 

2. TAe existence (or abolition) of price discrimination against foreign trade. 

In Belgium, foreigners enjoy the same rights and the same protection as Belgians. In 
principle, no discrimination is made as between foreigners. But it is necessary to make certain 
reservations. The first are those which arise out of the Treaty of Versailles. 

Furthermore, mention has just been made of the special circumstances which have led to the 
imposition of a discriminative tariff on certain commodities obtained directly or indirectly 
from Germany. J 

V ith regard to the so-called economic certificates of origin which had to be obtained in 
the case of goods imported into Belgium from certain neutral countries, they have been abolished 
with the single^exception of aniline dyes. But it must be mentioned in this connection that 
so-called fiscal certificates of origin are demanded in the case of the import of goods obtained 
from European countries other than Germany, and included in the class of German goods to 
which the special tariff applies. The only aim of this measure is to make difficult the fraudulent 
importation of German products by way of another country, which otherwise would be only 
too easy. J 
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3. The conclusion of: 

(a) Commercial Conventions; 
(b) Transport Conventions. 

(a) Commercial Conventions. 

A Convention was concluded at Brussels on July 25th, 1921, between Belgium and the 
Grand-Duchy of Luxemburg in order to establish an Economic Union between the two countries. 
In its broad outline, the Convention institutes a complete Customs Union between the signatories 
and places the subjects of both countries on the same commercial footing. It was approved 
by the two Parliaments and has been in force since May 1st, 1922. 

Negotiations are in progress between Belgium and France with a view to arriving at agree- 
ments calculated to improve the economic relations between the two countries. 

{h) Transport Conventions. 

Belgium, fully realising the primary importance of understandings with regard to inter- 
national transport, has scrupulously observed the Conventions existing in this domain and in 
particular the Berne Convention. 

At Barcelona her delegates supported the recommendations made by the Conference, 
although they recognised that the conclusion of a new international convention at that moment 
would present serious difficulties in view of the disturbed economic situation. 

An agreement concluded at the beginning of this year between Belgium and certain large 
railway companies in European countries, such as England, Switzerland and Italy, has re- 
established the system of through-tickets. 

In conclusion, it may be recalled that the “Economic Union” established between Belgium 
and the Grand-Duchy of Luxemburg provides for a system of co-operation in the organisation 
of the railways of the two countries. 

July nth, 1922. 



Czechoslovakia. 

I. BUDGETARY MEASURES. 

i. How far the ordinary expenditure (including the service of the debt) has been 
covered by ordinary revenue. 

The financial organisation of the ‘Czechoslovak State, the creation of which was proclaimed 
on October 28th, 1918, was in its early stages a matter of great difficulty. First, central 
administrative departments had to be created. It was found necessary in principle to maintain 
Austrian laws in the former Austrian territory (Bohemia, Moravia and Silesia) and Hungarian 
laws in that part of the country which had formerly been Hungarian (Slovakia), and to adapt 
them, as the necessity arose, to the urgent requirements of the new State which had been formed 
out of two sections with different legislative systems. 

The administration of public finance had to be based on the last Austrian budget law (voted 
for the period July 1st, 1918, to June 30th, 1919) and on the corresponding Hungarian law 
(voted for the period January 1st, 1919, to December 31st, 1919). The figures for the first 
(provisional) budget, decreed by the law of December 20th, 1918, for the period up to June 
30th, 1919, could only be arrived at by approximate calculations based upon the correspond- 
ing figures of the last Austrian and Hungarian budgets. The budget for the whole of 1919 
was established by the law of June 27th, 1919. The figures contained in that budget were as 
follow: 

Expenditure 
Kg. K6. 

Ordinary .... 2,124,849,145 
Extraordinary . . 4,588,675,768 

Tntal f\ /-/to Cn A r»TO 

CZECHOSLOVAKIA. 

NOTE 

Paragraphs 4, 5, 8, and 11 of Section I, Budgetary Measures, 

of the report of the Czechoslovak Government having been recie- 

ved too late for insertion in the following report, they have been 

printed as Annex 3 to this volume (see pages 234 :o 243). 
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3. The conclusion of: 

(a) Commercial Conventions; 
(b) Transport Conventions. 

(а) Commercial Conventions. 

A Convention was concluded at Brussels on July 25th, 1921, between Belgium and the 
Grand-Duchy of Luxemburg in order to establish an Economic Union between the two countries. 
In its broad outline, the Convention institutes a complete Customs Union between the signatories 
and places the subjects of both countries on the same commercial footing. It was approved 
by the two Parliaments and has been in force since May 1st, 1922. 

Negotiations are in progress between Belgium and France with a view to arriving at agree- 
ments calculated to improve the economic relations between the two countries. 

(б) Transport Conventions. 

Belgium, fully realising the primary importance of understandings with regard to inter- 
national transport, has scrupulously observed the Conventions existing in this domain and in 
particular the Berne Convention. 

At Barcelona her delegates supported the recommendations made by the Conference, 
although they recognised that the conclusion of a new international convention at that moment 
would present serious difficulties in view of the disturbed economic situation. 

An agreement concluded at the beginning of this year between Belgium and certain large 
railway companies in European countries, such as England, Switzerland and Italy, has re- 
established the system of through-tickets. 

In conclusion, it may be recalled that the "Economic Union” established between Belgium 
and the Grand-Duchy of Luxemburg provides for a system of co-operation in the organisation 
of the railways of the two countries. 

July nth, 1922. 



Czechoslovakia. 

I. BUDGETARY MEASURES. 

i. How far the ordinary expenditure (including the service of the debt) has been 
covered by ordinary revenue. 

The financial organisation of the 'Czechoslovak State, the creation of which was proclaimed 
on October 28th, 1918, was in its early stages a matter of great difficulty. First, central 
administrative departments had to be created. It was found necessary in principle to maintain 
Austrian laws in the former Austrian territory (Bohemia, Moravia and Silesia) and Hungarian 
laws in that part of the country which had formerly been Hungarian (Slovakia), and to adapt 
them, as the necessity arose, to the urgent requirements of the new State which had been formed 
out of two sections with different legislative systems. 

The administration of public finance had to be based on the last Austrian budget law (voted 
for the period July 1st, 1918, to June 30th, 1919) and on the corresponding Hungarian law 
(voted for the period January 1st, 1919, to December 31st, 1919). The figures for the first 
(provisional) budget, decreed by the law of December 20th, the period up to June 
30th, 1919, could only be arrived at by approximate calculations based upon the correspond- 
ing figures of the last Austrian and Hungarian budgets. The budget for the whole of 1919 
was established by the law of June 27th, 1919. The figures contained in that budget were as 
follow: 

Expenditure 
K6. K8. 

Ordinary .... 2,124,849,145 
Extraordinary . . 4,588,675,768 

Total 
Revenue 

6,7i3»524)9i3 

Ordinary .... 2,306,620,802 
Extraordinary . . 505,762,698 

Total 2,812,383,500 

The deficit of .......... 3,901,141,413 

had to be covered by credit operations. 
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There were many reasons which made it necessary to vote a supplementary budget and 
supplementary credits, viz. the instability of the value of money, and the effects of this insta- 
bility on wages, the expenditure entailed by the shortage of the principal foodstuffs, the interest 
on the State debts contracted during the year, and finally, the Hungarian Bolshevik invasion 
in June 1919. The deficit for the financial year 1919 amounted to 4,905,591,292 Kg., expenditure 
standing at 1,901,820, 879 Kc. and revenue at 897,371,000 Kc. 

The oscillations in the principal factors of post-war economic life (fluctuations of the ex- 
changes and of price levels and variations in the cost of living) also made it necessary to obtain 
supplementary credits. In spite of these unfavourable circumstances, the position of the State 
budget is improving every year. As is shown in the table below, the deficit in 1920 was less than 
one-third of the total budget, which amounted to 15.2 milliards, while the revenue reached the 
figure of 10.4 milliards. In 1921 the budget expenditure rose to 18 milliards, and revenue 
to 17.3 milliards, so that there was only a deficit of one-twenty-fourth part of the expenditure. 
Finally, for 1922, the estimated expenditure amounts to 19.8 milliards, and receipts to 18.9 
milliards; there is, therefore, only a deficit of one-twenty-first part of the expenditure. 

These results were due partly to reduced expenditure and partly to increased revenue. 
Expenditure increased in 1920 by 77.3 % as compared with the preceding year, whereas 

in 1921 it only increased by 18.09 %> an^ in I922 by 9-9 %• 
State revenue increased in 1920 by 181.1 %, in 1921 by 65.9 %, and in 1922 by 9.2 %. 
The following table shows the way in which ordinary expenditure has been covered by ordin- 

ary revenue: 

Year 

1920 

1921 

1922 

State expenditure 
and revenue. Ordinary Extraordinary Total 

Czechoslovak Crowns. 

State expenditure 
State revenue . 

Surplus 
Deficit 

State expenditure 
State revenue . 

Surplus 
Deficit 

State expenditure 
State revenue . 

Surplus 
Deficit 

7,174,511,865 
7<949<648<782 

775<i36,9i7 

8,103,915,167 
2,476,852,012 

15,278,427,032 
10,426,500,794 

5,627,063,155 4,851,926,238 

10,671,959,296 
15.923.316,280 

5,251,356,984 

7.354.500.848 
1.375,600,350 

18,026,460,144 
17,298,916,630 

5,978,900,498 727,543,514 

13,288,731,847 
17,290,600,130 

4,001,868,283 

6,524,228,632 
1,593,609,4M 

4,930,619,218 

19,812,960,479 
18,884,209,544 

928,750,935 

Increase ( +), or reduction (—) 
of expenditure and revenue 

Ordinary 
Extra- 

ordinary 
Total exp. 
and rev. 

+ 174-9 % 
+ 204.2 % 

+ 34-9% 
+ 126 % 

+ 77-3 % 
+ 181.1 % 

+ 48.7 % 
+ 100.3 % 

9-2 % 
44-5 % 

+ 18% 
+ 65.9% 

+ 24.5% 
+ 8.6% 

— H-3 % 
+ xi-6% 

+ 9-9 % 
+ 9-2 % 

2. Whether expenditure on armaments has been reduced. 

After the collapse of Austria-Hungary, the Czechoslovak Republic had no supplies of a 
military character at its disposal. The Czechoslovak army was without arms. A military 
aviation service and even factories for the construction of aeroplanes had to be created, since 
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none of the constructional workshops of the former Empire were on Czechoslovak territory. 
The unfavourable strategical situation of our State, and the vulnerability of its railway system, 
impose upon it the obligation of maintaining, even in peace-time, a sufficient military force to 
ensure the immediate protection of the frontiers in case of need. 

The Czechoslovak army has a strength of 150,000 men with the colours. The cost of its 
upkeep amounted, in 1919 to 1,740,166,602 Kc, in 1920 to 2,364,518,430, in 1921 to 2,561,796,001, 
and in 1922 to 3,108,846,^22 Kc. The proportion of the total expenditure of the respective 
budgets represented by these figures is 20.2 % for 1919, 15-47 % ^or I920> I4-2 % f°r i92Ij an(^ 
i5-69 % for 1922. 

It will, therefore, be seen that army expenditure is normal and corresponds to the expen- 
diture for that purpose in the former Austro-Hungarian Empire, i.e. approximately, 15.78% 
of the total budget expenditure. The proportion of the expenditure so applied is much lower 
than in the case of Great Powers which devote to the Army as much as 20 % of their total expen- 
diture. 

3 and 4. The extent of productive and unproductive ordinary and extraordinary expenditure. 

As the distinction between productive and unproductive expenditure is not clearly esta- 
blished, the enumeration of items of unproductive expenditure will be limited to those which 
may be considered, in view of the situation of the country, as unproductive in the absolute sense, 
e.g., military expenditure, expenditure due to the abnormal conditions prevailing in the tran- 
sitional post-war period, and expenditure occasioned by the payment of interest on, and by the 
redemption of, State debts. 

The following table shows the proportions of the total expenditure represented by ordinary 
and extraordinary unproductive expenditure in the years 1920 to 1922. 

Expenditure on 

State debts .... 

National defence . . 

Post-war measures . 

Total  

Percentage of total 
expenditure . . . 

1920 1921 

Ordinary Extra- 
ordinary Ordinary Extra- 

ordinary 

171,300,000 

1,582,770,355 

1,754,070,355 

11.48 % 

986,711,468 

781,748,075 

3,486,748,492 

5,255,209,035 

34-39 % 

813,458,669 

1,391,904,552 

272,421,000 

1,169,891,479 

426,938,000 

2,205,363,22111,869,250,479 

1922 

Ordinary Extra- 
ordinary 

r,659,509,270, 419,660,178 

2,001,534,374!1,107,311,848 

744,135,462 

3,661,043,664 2,271,107,488 

12.23 % 10.37 % 18.47 % 11.48 % 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 

In 1920 expenditure under these headings amounted to 673,695,000 Kc, in 1921 to 117,323,000 
and in 1922 to 310,736,000. 

These sums do not include special disbursements for improving the situation of State officials 
(allocations to meet the increased cost of living, and extraordinary subsidies to relieve cases 
of extreme poverty), expenditure of this kind being included in the figures for the different 
branches of the administration. 
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7- Charges for unemployment. 

Expenditure under this head also shows a downward tendency. From 267 million Kc in 
1920, it dropped to 100 millions in 1921, and to 75 rnillions in 1922. 

8. The financial position of public undertakings. 

I. Railways. 

{a) Statement of expenses and receipts according to the ordinary State budgets including 
the supplementary votes. Actual figures for the railway administration: 

Year Expenditure Receipts Deficit 

1919 
1920 
1921 
1922 

up to Septem- 
ber 30th. 

1,630,401,730 
4.531,999.650 
5,468,878,020 
4,809,347,050 

1,211,299,750 
3,273,386,620 
4,912,538,600 
4,227,002,480 

429,101,980 
1,258,613,030 

556,339,420 
582,344,570 

The results for 1919 and 1920 are given according to the final balance sheets; for 1921, the 
fma! baiance sheet has not yet been drawn up, and slight alterations may be made in the figures 

The figures given for 1922 apply only to the period up to the end of September. 
The above receipts are distributed as follows, according to the actual results: 

Ministry of Railways, Cen- 
tral Administration . . 

Transport of passengers 
Transport of luggage . . . 
Transport of goods by 

“grande vitesse” .... 
Transport of goods by "pe- 

tite vitesse”   
Other receipts   
Extraordinary receipts 
State share of the receipts 

of Railway companies . 
Guaranteed Railway systems 

Total 1 

62,790 
291,930,580 

12,352,750 

51,569,110 

772,319,220 
72,650,390 
I0>414>910 

,211,299,750 

324,280 
558,283,350 
29,543,090 

101,929,420 

2,342,718,230 
192,858,060 
47,720,290 

3,273,386,620 

1,075,440 
720,000,000 
60,000,000 

190,000,000 

2,903,499,Joo 
893,842,740 
143,221,320 

200,000 
700,000 

4,912,538,600 

342,830 
509,600,000 
50,400.000 

134,000,000 

1,876,000,000 
709,324,880 
954,626,070 

i,5i4,34o 
194,360 

4,227,002,480 

% 
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Railway Transport Operations. 

Nature of transport 1919 1920 1921 1922 
(up to Sept. 30) 

Personal transport (Number 
of persons transported) . 

Transport of luggage (in 
tons)  

Transport of goods by 
“grande vitesse” (in tons) 

Transport of goods by “pe- 
tite vitesse” (in tons) . . 

157,827,932 

107,951 

394,344 

43,665,486 

215,106,749 

127,559 

416,825 

48,898,943 

227,322,777 

125,600 

392,ooo 

49,506,544 

140,246,600 

80,000 

285,000 

29,493,183 

(6) In 1921 and 1922 a special budget was established, apart from the ordinary budget, 
for expenditure on works of public utility. Sums were included in that budget which were 
employed in the construction of new railway lines, in laying down second, third and fourth 
tracks, in improving the permanent way of existing railways, in erecting buildings to house the 
railway employees and in purchasing new rolling-stock (locomotives and waggons). 

A sum of 1,979,045,000 Kc was voted for that purpose in 1921; the actual expenditure 
amounted to about 1,422,000,000 Kc; the balance sheet has not yet been finally drawn up. 

The estimate for railway construction amounts to 2,000,000,000 Kc in 1922. 
The actual figures for 1922 have not yet been obtained. 

II. Postal, Telegraph and Telephone Services. 

{a) Statement of expenditure and receipts according to the ordinary budget (including 
supplementary provisions). 

Actual results: 

Year Receipts Expenditure Surplus (+) 
Deficit (—) 

1919 
1920 
1921 
1922 

(up to June 30 th) 

187,764,100 
413,140,200 

1,026,310,300 
481,723,600 

201,149,000 
528,716,900 
828,667,100 
481,182,200 

+ 13,384,900 
+ 115,576,700 
— 197,643,200 
— 541,400 

The figures given for 1919 and 1920 show the final results after the closing of the accounts; 
for 1922 the balance sheet has not yet been finally drawn up, and slight alterations may still 
be made. 
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The results given for 1922 apply only to the period up to the end of June. 
The actual revenue given above is distributed as follows: 

Nature of revenue 1919 
K5 

1920 
K6 

1921 
K6 

1922 
(up to June 30) 

K5 

Central Administration . . 
Postal Service: 

(a) Post Office . . . . 
(b) Telegraphs . . . . 
(c) Telephones . . . . 
(d) Other Revenue . . 

Postal Cheque Dept. . . . 
Motor Postal Service . . . 
Special revenue in Sub- 

Carpathian Russia . . . 

Total . . 

200 

134,619,800 
18,043,000 
23,163,400 
4,513,900 

20,808,700 

201,149,000 

17,800 

344,396,60° 
62,414,100 
52,052,200 
25.284.600 
44.551.600 

528,761,900 

148,200 

504,002,800 
78.357.400 
88,006,800 
26,459,300 

105,920,200 
16,281,600 

9,490,800 

828,667,100 

69,900 

316,243,600 
36,996,000 
55,777.400 
44,515,700 
12,326,800 
9,777,200 

5,475,600 

481,182,200 

(b) The following amounts were voted in the Public Works budgets for 1921 and 1922 for 
work in connection with the construction and installation of the Postal Administration: 

1. For the establishment of post offices in railway stations . . . 
2. For the installation of telegraph, telephone and pneumatic 

postal lines    
3. For the motor postal service (acquisition of motor-cars) . . . 
4. For the construction of buildings required for the purpose of 

local post offices  

Total 

1921 
K8 

6,640,000 

123,000,000 
18,500,000 

20,617,000 

168,757,000 

1922 
K8 

17,800,000 

166,200,000 
16,000,000 

21,610,000 

221,610,000 

The actual sum expended in 1921 for the four kinds of work mentioned above amounts to 
about 101,400,000 Kc. It is distributed as follows: for the establishment of post offices in rail- 
way stations 1,200,000 Kc.; for the installation of telegraph, telephone and pneumatic postal 
lines 90,000,000 Kc.; for the motor postal service 6,000,000 Kc. and for the construction of 
local post offices 4,200,000 Kc. 

The actual expenditure for 1922 cannot yet be ascertained, as the year has not yet come 
to an end. 

The heavy expenditure which the Postal Administration has had to undertake during the 
first years of the existence of the Republic is due to the fact that after the revolution it took 
over means of exploitation which were worn out and quite insufficient. 

The installation of new telegraph lines necessitated heavy disbursements; formerly, all 
the lines converged in the direction of Vienna and Budapest: that is to say, they went from north 
to south, whereas, for geographical reasons, in Czechoslovakia, the lines must be constructed 
to run east and west. 
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After the revolution, for example, only one telegraph line existed between Brno and Prague, 
joining Moravia to Bohemia. Now there are three telegraph lines between Brno and Prague. 
In addition, Pferov and Moravska Ostrava each possesses a line which connects it directly 
with Prague. 

International telegraph lines connecting Czechoslovakia directly with France, England, 
Poland, Roumania, the Kingdom of the Serbs, Croats and Slovenes, Switzerland (Zurich), etc., 
have also been established. Moreover, machines of higher power (such as the Hughes, Baudot 
and Siemens machines) have been introduced. 

Within the country itself, the telephone system, which was repaired after the revolution, 
has been considerably extended and trunk lines have been set up, establishing communication 
with Moravska Ostrava, Bratislava, Kosice and U^horod. At the time of the revolution there 
were only 1,146 telephone exchanges in Czechoslovak territory; at the end of July 1922 there 
were 1,288. On October 28th we had 66,537 subscribers’ connections, and this number has since 
been increased by 2,000 new connections and 1,522 public telephone call offices. The total 
length of trunk lines, which was 64,254 km. at the time of the revolution, is to-day 78,839 km. 

Finally, wireless telegraphy has been introduced. Stations have been built, or are now 
being built, at Brno, Podgbrady, Kosice and Bratislava. This is, of course, only a beginning, 
but the Czechoslovak Administration has taken steps to ensure the active development of this 
enterprise. 

The Postal Service at present comprises 3,766 offices (including 56 exchange offices on the 
frontiers, 2,228 telegraph offices and 889 local branch offices). 

Road postal transport is carried on — apart from postmen — by means of postal vehicles, 
which belong to 1,201 private contractors and accomplish 8,960 journeys per day. 

Moreover, the Postal Service has 154 motor vehicles in circulation, 23 of which are light 
cars and 48 lorries. The motor postal service is employed on 90 roads of a total length of 
1,926 km. 790 postal waggons are in daily use, accomplishing a journey of about 63,000 km. 
and transporting more than 15,000,000 postal communications of all kinds and 280,000 parcels. 

The total length of the Czechoslovak telegraph lines is 117,297 km., of which 70,274 km. 
belong to the State telegraph system and 47,023 km. to the railways. 

The Postal Cheque Department, which was established immediately after the revolution, 
has developed rapidly; at the end of 1921, 63,739 persons possessed current accounts and the 
sums of money which had passed through the accounts amounted to a total of 239,000,000 Kc. 
The whole reserve fund has been repaid in the course of the present year. 

9. The introduction of new taxation. 

A. The system of direct taxation is a combination of the systems of taxes on the yield from 
property (real taxes) and taxes on income (personal taxes). 

I. Real taxes, which include: 

{a) Land taxes such as a tax on land which is not built on, a tax which is levied on all 
land which is under or capable of development; the amount of the latter tax is 22.7 % of the 
net cadastral yield. 

(6) Tax on house property, divided into: 

1. A tax on rents which is applied to all buildings in places subject to the said tax, and in 
other localities only to buildings which are let. 
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This tax is fixed at 19-25 % of the net rent in the most important towns, and 12.25 % in the 
others; reductions are made in respect of new buildings, premises re-built, out-buildings and 
additional storeys. 

2. A tax divided into various categories of which we may mention the “cadastral tax”, 
levied in all places not subject to the tax on rents on all habitable buildings which are not let. 
This tax is computed according to a fixed scale. 

These taxes were increased in 1921. A war super-tax was levied in the fiscal years 1919 
and 1920, in addition to the land tax, on vineyards, gardens and forests, amounting to 400 % 
and on all other land to 200 % of the ordinary tax. In 1921 the war super-tax was increased 
to 600 % for forests. By the law of February 17th, 1922, No. 90 (Laws and Decrees), this 
super-tax has been imposed for the years 1922 and 1923 at the same rate as for 1921. 

IT PcTsofiul tuxes imposed by the law of October 25th, 1896, and by the amendments 
of January 23rd, 1914, and March 16th, 1917. 

The following taxes fall within this category: 

(a) A general tax on the profits of business enterprises and on occupations pursued for profit.— 
The tax is fixed on the average yield of the business, based on the extent of its activities (turnover, 
number of hands, machines, etc.) and also on the total net profits. This tax, which had previ- 
ously been an apportioned tax with a fixed yield, has now become in Czechoslovakia a rated 
tax, by which means its yield has been greatly increased. The State super-taxes known as 
war super-taxes have also been considerably increased. 

{b) Special tax on profits of public companies (joint-stock companies, insurance companies, 
mining companies, public credit institutions, State railways, co-operative societies, etc.). It 
is fixed, as a general rule, at 10 % of the net profit, calculated by the method laid down by law. 
Czechoslovak laws have increased the State super-taxes on this tax and have also applied it 
to limited liability companies. 

(c) Income tax, known as tax on interest imposed on incomes from real or personal property 
which is not subject to the land tax, the building tax, or the tax on profits. Legal persons as 
well as individuals are subject to this tax. The State super-taxes (war super-taxes) have been 
increased by the Czechoslovak laws. 

(d) Personal tax on income based on territorial principle; only individuals are subject to 
this tax. The limit of exemption from this tax, which was originally 1,200 Kc, and was after- 
wards raised to 1,600 Kc in 1914, has been successively increased, in proportion to the general rise 
in prices resulting from the monetary depreciation, to 4,800 Kc and to 6,000 Kc. 

The tax is progressive and varies from 0.8 % to 6.7 %. The super-taxes have also been 
increased by Czechoslovak legislation. (See below). 

{e) The 10 % tax on the fees of members of directorates and administrative boards, account- 
ants of joint-stock companies, and companies with sleeping partners, to which all persons are 
subject, including persons not domiciled in Czechoslovak territory. 

This tax also has been increased, as shown by the figures given below. 
(/) The increasing needs of the State during the war rendered it necessary, even under 

the old regime, to establish a war tax on the excess profits of companies and the excess incomes 
of individuals. This tax was extended by Czechoslovak law so as to apply to excess profits 
and incomes for 1919; it was not, however, applied in the following years. It was imposed on 
specially high incomes and profits of the war years as compared with average pre-war profits 
and incomes, if the former exceeded 10,000 Kc. The rate of the tax varied from 5 % to 60 %. 

The law of November 18th, 1919, provided for the levying of the following super-taxes, 
entitled war super-taxes, as additions to the direct contributions for 1919 and 1920: to the general 
tax on profits, from 60 to 250% of the normal tax; to the special tax on profits, from 50to 150 % 
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of the normal tax; to the tax on interest, 100 %, and if collected at source, 200%; to the per- 
sonal tax on income, from 10 to 350 %; to the tax on fees, 200 %. 

The taxes known as real taxes, the taxes on profits (both general and special) and the tax 
on interest, are also subject to super-taxes allocated to autonomous administrative bodies 
(districts, regions, municipalities, etc.), when the tax is not deducted at source. The law of 
January 29th, 1921, expressly exempted the personal tax on income from all super-taxes not 
levied by the State. 

In 1921 the war super-taxes levied by the State in addition to the personal tax on income 
by virtue of the law of August 12th, 1921, amounted to 600 %. The other super-taxes were 
not changed. 

In accordance with the law of February 17th, 1922, the following additional State super- 
taxes (war) are to be levied for the years 1922 and 1923: to the general tax on profits, from 50 
to 250 %; to the tax on interest, from 100 to 200 %; to the tax on fees, 200 %. The rate of 
the super-tax on personal income remains the same for the years 1922 and 1923 as for 1921, that 
is to say, from 20 % to 600 %. 

III. This system was completed by an exceptional tax on capital and on increases of capital 
introduced by the law of April 8th, 1920. The yield of this tax is devoted to covering the debts 
taken over from the Austro-Hungarian Bank (see under II) and the heavy charges resulting 
from the creation of the State and the measures for defending its independence, not including, 
however, budgetary deficits. This tax will be levied once and for all. 

All individuals and legal persons are subject to the tax on capital. Only individuals are 
subject to the tax on the increase of capital. The assessment of the tax on capital is based on 
the amount of the capital as on March 1st, 1919- The tax on the increase in capital was assessed 
on the difference between the amount of capital on March 1st, 1919, and on January 1st, 1914. 
The scale of the tax on capital varies, for individuals, from 1 to 30 % and for legal persons from 
3 to 20 % of the capital. The scale of the tax on the increase of capital varies between 5 and 
40 %• 

IV. The actual yield of the direct taxes, including the war super-taxes, amounted in 1919 
to 745-5 in I920 to 1,206.7 and in 1921 to 1,784.2 million Kc. 

B. The indirect taxes have also been revised and increased with a view to improving the 
prospect of balancing the Czechoslovak budget. 

Tax on alcohol. The rate of the tax on alcohol was increased threefold by the law of De- 
cember 2nd, 1919; the taxes on yeast have also been raised (from 0.05 Kc originally to 0.50 Kc. 
per litre of alcohol produced during the manufacture of the yeast); so also has the “control tax” 
from 0.03 Kc to 0.20 Kc per litre of alcohol, which when used for certain purposes is exempt 
from the alcohol tax. 

The law of December 22nd, 1920, introduced an extraordinary tax of 2 Kc per litre of 
alcohol, to be levied for the benefit of the provinces and departments. 

The tax on alcohol will thus amount in the aggregate to 14 Kc and possibly to 14.20 Kc 
per litre. 

If, as is proposed for this year, the Central Board, which controlled the trade in alcohol 
during the war, is abolished, further increases in taxes on alcohol, on either production or consump- 
tion, will be proposed to Parliament, and these taxes will be raised to at least 18 Kc, not including 
the departmental super-taxes. 
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2. Tax on sugar. By the law of July 10th, 1922, the tax on sugar has been increased as 
follows: 

■ (a) Apart from the former tax of 38 Kc per 100 kilos on beet sugar, a super-tax of 16 Kc 
has been imposed so that the tax amounts in the aggregate to 54 K6 for 100 kilos net. 

(6) On sugars of other kinds the tax, which was formerly 6 Kc, has been raised to 12 Kc 
per 100 kilos net. 

Certain new taxes have been introduced, and others have been completely revised as 
follows: 

3. Tax on meat. Instead of the former tax of about 0.02, 0.03 and 0.04 Kc per kilo of 
meat — the rate varying according to the population of the district — a tax on meat of 0.20 Kc 
per kilo has been introduced since May 1st, 1922. 

4. Octroi. The octroi levied in the cities of Prague, Brno and Bratislava has been revised, 
so that only foodstuffs are subject to the octroi, and the rate has been increased tenfold. More- 
over, the octroi has been reorganised on a new basis. 

5. General tax on beverages. This tax replaces the former tax on wine and cider, and is 
imposed on effervescent waters, lemonade and other mineral waters which were previously 
free from tax. The former tax on beer has been merged in this tax. 

There has been an all-round increase in the rates. There is a tax on wine, new wine, cider, 
effervescent water, lemonade and other mineral waters and a special tax on bottled wines. 

The following entirely new taxes have been introduced: 

6. Tax on coal, which came into force on May 1st, 1920, and amounted to 30 % of the 
actual selling price. 

7. Tax on water-power, introduced since June 1st, 1922, amounting to 0.08 Kc. per h.p. 
and per hour. 

The actual yield of the indirect taxes amounted in 1919 to 325.7, in 1920 to 1,604.2 and in 
1921 to 2,532.8 million Kc. 

C. Customs. 

In 1920 the Czechoslovak Government found it necessary to raise the customs duties m 
order to increase the revenue from this source. By a Decree of April 26th, 1920, the super-tax 
known as the exchange tax, which was assessed according to the categories of merchandise at 
220%, 200 % and o %, was raised to 500 %, 300 % and 0 % respectively. At the same time the 
super-tax of 100 % was added to the dues on all goods which up to the present had not been subject 
to the exchange super-taxes. This exchange super-tax was increased by a Decree of Novem er 
6th, 1920, to 900 %, 600 % and 200 %. Although this increase seems heavy, the Government 
applied it with wisdom and moderation, in order that the consumers and producers who have 
to import goods from abroad should not be too heavily burdened. Moreover, the Czechoslovak 
Government only took these steps after other Governments had introduced similar and much 
heavier super-taxes. The effects of this increase in the exchange super-taxes are seen in t e 
revenue figure for the year 1920, which reached 4i:i:-5 million Kc. j. .. 

By the law of May 21st, 1921, the Government introduced a differential and more careful y 
graduated scale of exchange super-tax by establishing the system of coefficients 1, 3, 7, 10, 
13 and 16. At the same time import duties were imposed on several kinds of merchandise 
hitherto exempt from such duty (malt, cattle, poultry, meat, butter, cheese etc.). The results 
of these measures are seen in the customs revenue for the year 1921 which reached the total 
of about 781 million Kc. Since January 1st, 1922, the co-efficients have been revised by the 
Decree of December 19th, 1921, the highest coefficient being now 30. 
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The Customs provided the State in 1919 with 149.5, in 1920 with 420, and in 1921 with 
770.5 million Kc. 

D. The yield from old State monopolies has been increased and new monopolies have been 
introduced. 

1. Tobacco Monopoly. 
(a) The duty on tobacco imported by the Regie has been increased to 400 Kc. per 

net kilo. 
(b) The excise duty to be paid by the monopoly on tobacco produced within the 

country is included in the sale price to the public. 

2. Salt Monopoly. 
(a) The duty on salt imported by the Regie is 40 Kc for mineral salt, 100 for kitchen 

salt, and 200 Kc. for table salt per 100 net kilos. 
(b) The excise duty on home-produced salt is taken into account in fixing the sale price to 

the public (20 Kc. per 100 kilos). 

3. Explosives Monopoly. 
(а) The former powder monopoly has been extended to all categories of explosives. The 

import duty on explosives imported by the Regie and the excise duty on the products of 
home industries are fixed at 7 Kc. per net kilo. These duties have been raised to 5, 10, 15 
and 25 Kc. per kilo of powder. 

(б) Special aggregate duties have been instituted for imported goods which, though not 
subject to the monopoly, contain a certain proportion of explosive substances which are so 
subject. 

The actual yield from monopolies in 1919 amounted to 353.1 in 1920 to 1,164.3, and in 
1921 to 2,128.2 million Kc. 

The budgetary estimates for the revenue and expenditure of the tobacco monopoly, which 
is the most lucrative of the monopolies, are as follows: 

Year 1919: Expenses 122.5 million Kc; Receipts 467.4 million Kc.; Surplus 344.8 million Kc. 
” i920: » 329.5 » » 779-2 » » 449.7 » 
» I92i: » 935-2 » » 1,379.8 » » 444.6 » 
» 1922: » 987.- » » 1,705.4 » » 718.4 » 

The administration of the tobacco monopoly was reorganised in 1921 on commercial prin- 
ciples and was separated from the general financial system of the State, thus making it possible 
to find out at any moment the exact economic and financial situation of the monopoly. The 
balance for 1921 showed a surplus of 1,064 million Kc. (budgetary estimate 444.6). 

E. Tax on Business Turnover and Stamp Duties. 

(1) The law of August 12th, 1921, increased the tax on business turnover from 1 to 2 %. 
The increase in revenue which was thus obtained was estimated at 600 millions because the 
former rate of 1 % was retained in the case of articles of necessity. The profits thus obtained 
are devoted to the improvement of the finances of the various autonomous bodies (provinces, 
regions, communes, etc.). 

(2) The law of February 17th, 1921, increased the tax on dealings in securities. The yield 
from this increase is estimated at 2 million Kc. 

7 
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(3) The fixed judicial fees have been increased, and new fees have been instituted ,by the 
law of January 25th, 1922. The yield frcm this reform is estimated at 6.0 million Kc. 

10. Methods of raising money by loans, whether by: 

(a) long-term loans ; 
{b) short-term loans in the open market; 
(c) loans direct jrom the Central Banks leading to further new inflation. 

Long-term loans and short-term loans in the open market. 

I. The debts of the Czechoslovak Republic may be classed under four headings: (A) inter- 
nal debt, (B) debt resulting from currency reform, (C) foreign debt, (D) debt resulting from the 
provisions of the Treaties of Peace. 

A. Internal Debt. 

1. Liberty Loan 4 °/0  
Authorised by the law of November 5th, 1918. 
Repayable in part on December 1st, 1922, and 

in part on December 1st, 1923. 
2. Treasury Bonds ^°/0  

Issued in virtue of the law of June 27th, 1919, in two forms: 
(a) Repayable October 1st, 1923, Kc. 528,746,000 
{b) Repayable on October 1st, 1924, Kc. 519,308,000 

3. Premium Loan  
Issued in virtue of the laws of January 29th, 1919, and February 16th, 

1920, repayable in the period 1926-1960 by drawings as from February 
1st, 1926. 

4. Fourth State Loan, about  
With participation of holders of the Austro-Hungarian War Loans, 

issued by virtue of the law of June 24th, 1920. 
The Austrian and Hungarian War Loans are accepted at 75% of their 

nominal value from Czechoslovak citizens who agree to subscribe 
in cash to the new loan a sum equal to 75 % of the nominal value 
of the war bonds accepted. 

K6. 
1,000,000,000 

1,048,054,000 

540,811,300 

3,000,000,000 

In exchange they receive: 

(a) Privileged Persons (Credit Institutions, Savings Banks, 
Insurances, Endowments, Communes, Trust Properties, etc.). 
Bonds bearing 5 % interest replacing the war loan and bonds 
bearing 6 % for the amount of cash paid. 

(&) Other Persons. Perpetual bonds bearing 3%% for the 
converted amount and redeemable bonds bearing 5% % f01" 
the amount of cash paid. 

This loan is constituted partly as a perpetual debt and partly 
as a loan redeemable in 45 years, 1935-1979. 

The subscription to this loan is still open and the total amount 
of the debt is not at present fixed. 

Carried forward 5,588,865,000 



— 43 — 

Brought forward 
5. Treasury Bonds (6 °/0)   

issued in exchange for the 6 % bonds of May 15th, 1920, and May 31st, 
1920, in accordance with the laws of December 20th, 1918, June 27th, 
1919, and January 29th, 1920. The bonds are renewable every three 
months. 

6. Treasury Bonds (5 %)   
issued against advances on current accounts with the Office of Postal 

Cheques in accordance with the laws of December 20th, 1918, June 
27th, 1919, and January 29th, 1920. Redeemable on July 1st, 1924. 

7. Treasury Bonds (6 %)   
issued in accordance with the law of March 18th, 1921, as a covering 

for the expenses of military administration caused by the military 
operations in Slovakia (Bolshevik-Magyar attack). These bonds 
are redeemable on July 1st, 1924. 

8. Premium Bonds to encourage building (on December 31st, 1921)  
issued in virtue of the law of March nth, 1921, to encourage building. 

The amortisation is decided by drawings. The issue is fixed at 
1,000,000,000 Kc. The subscription is not yet closed. 

9. Loan for Public Works (6 %)  
issued in virtue of the law of March 8th, 1921, to be invested in the 

transport, telegraph and telephone services. The loan is repayable in 
25 years by drawings. The subscription is not yet closed. 

10. “Exchange” loan   
issued by virtue of the law of February 25th, 1919, with a view to the 

constitution of a metallic reserve for the Bank of Issue; repayable 
in 1923. 

11. Supplementary Credit Loan ($y2
0/0)  

issued in virtue of the law of August 12th, 1921, to acquire military 
material and equipment required for mobilisation. Redeemable in 1922. 

12. State Loan (6 %)   
issued in virtue of the law of August 12th, 1921, to cover the deficit 

caused by the State sale of flour at reduced prices. The Minister of 
Finance has the right to convert this loan at his discretion as from 
September 1st, 1932, three months’ notice being given. The sub- 
scription is not yet closed. 

Total  

B. Debts incurred on account of the Reform of the Currency. 

(See also "Monetary Measures”, paragraphs 1 and 3.) 

1. Notes in circulation (Situation on December 31st, 1921)   
2. State Loan (1 %) effected by retaining banknotes submitted for stamping 

Persons subject to the tax on capital (See 11.9) may meet this 
obligation by producing receipts for the banknotes thus detained. 

3. Current Accounts in previously existing branch offices of the Austro- 
Hungarian Bank, now in Czechoslovak territory and taken over 
by the State  

Kfc 
5.588.865.300 
1,536,185,000 

952,820,000 

677,308,000 

25,896,000 

452,444,800 

250,000,000 

322,000,000 

106,238,200 

9.911.757.300 

Kc. 

6,818,800,292 
1,056,807,000 

269,015,245 

Carried forward 8,144,622,537 



Kc. 
Brought forward 8,144,622,537 

In accordance with the provisions of the law of February 25th, 1919, 
half these current accounts have been retained to constitute a 
State loan at 1 %. 

4. Treasury Bonds of the Austro-Hungarian Bank, issued by branches in 
the territory now belonging to Czechoslovakia and taken over by 
the State (4 %)   219,648,000 

Total .... 8,364,270,537 

All these debts must be redeemed by the yield of the tax on capital (see II. 9). 

C. Foreign Debts. 

1. Credit from the British Government {<b °/0)  £417,431 
This loan was agreed to in 1919 in the general scheme of international 

reconstruction. It is repayable on January 1st, 1929. 

2. Credits from the French Government (5 %): 
(a) In virtue of a Convention concluded on July 24th, 1919, a credit 

was granted to Czechoslovakia up to no million francs for the 
purchase of war material and to cover transport expenses. 
This credit has been used up to an amount of Fr.fr.100,000,000 
This credit is repayable on July 24th, 1922, but may be 

extended subject to the interest being regularly paid. 
{b) Credit for the supply of horses for the Czechoslovak military 

administration Fr. fr. 1,149,212 
(c) Credit for the upkeep of the Czechoslovak army abroad Fr. fr. 28,152,226 

3. Credit from the Italian Government (5 %) about Lire 180,000,000 
for the upkeep of the Czechoslovak army abroad. 

4. The balance of the “Revolutionary” Loan from the Czechoslovak army in 
Russia (5 %) Fr. frs. 750,000 
This loan was subscribed by the Czechoslovak soldiers in Russia 

up to a total of 7,200,000 Fr. frs. 

5. Credit from the American Government  $91,179,528.72 
The bonds bear interest at 5 % and 6 %, and are repayable from 

1922 to 1925. 

6. Balanceof the British Government’s credit  £1,000,000 
for the purchase of cereals and flour. 

7. 1922 Loaw, issued partly in sterling in England and Holland and partly 
in $ in the United States (8 %)   $6,300,000 
(Bonds repayable during 30 years). 

D. Debts resulting from the Provisions of the Peace Treaties. 

1. (a) Articles 203 of the Treaty of St. Germain and 186 of the Treaty of Trianon provide that 
each of the States to which a portion of the territory of the former Austro-Hungarian 
Monarchy has fallen or which have been created from the dismemberment of that Mon- 
archy shall assume the liability for a portion of the Austrian and Hungarian debts. 

(fe) In virtue of Article 208 of the Treaty of St. Germain and of Article 191 of the Treaty of 
Trianon, it is further specified that the Succession States acquire all the lands and 
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properties of the former Austrian or Hungarian Government situated within their territory. 
The value of such lands and properties has to be assessed by the Reparation Commission 
and placed to the credit of Austria or Hungary on account of reparations. 

The sums which are to be thus allocated have not yet been fixed; the service of the 
debt referred to in {a) has, however, been approximately estimated and figures in the 
Czechoslovak Budget. 

2. Liberation Bonds Gold frs. 750,000,000 

In virtue of the Treaty of St. Germain among the Allied and Associated Powers, the 
following States: Poland, Roumania, the Kingdom of the Serbs, Croats and Slovenes 
and Czechoslovakia undertake to pay as a “liberation indemnity”, a sum not 
exceeding one milliard and a-half gold francs computed as on January 1st, 1914. This 
debt has to be divided by the Reparation Commission between the above-mentioned 
States in proportion to their revenues for the years 1911 to 1913. The Czechoslovak 
Republic may not, however, be called upon to pay more than 750,000,000 gold francs. 

The method of the fulfilment and the exact figures of this liability have not yet been finally 
fixed by the Reparation Commission. 

II. In the early stages of the Republic’s existence (1918 and 1919) short-term loans were 
issued, such as the Liberty Loan and the 4 % bonds (LA. 1 and 2). Later on, longer-term loans 
were issued, which were to be redeemed by drawings, according to the amortisation tables, 
between 1926 and 1979. 

But as these loans were insufficient, particularly in 1919 and 1920, to cover the State’s 
requirements, loans were contracted in the form of credits in current accounts at the Office of 
Postal Cheques and at private banks; these credits were transformed into Treasury bonds. 
These short-term bonds are to be repaid out of the yield of the fourth State loan, which is still 
open for subscription. 

In 1921, the political situation (the attempted return of the ex-Emperor Charles) caused 
extraordinary expenditure which was covered by the contraction of short-term loans. 

Although the first public loans did not in all cases obtain the success that was hoped, it 
should be noted that the last State internal loan at 6% (known as the flour loan (LA, 12), met 
with considerable success. The subscriptions to this loan have already reached 2.8 milliard K6. 
These bonds may be used by the holders of Austro-Hungarian pre-war bonds for the purpose 
of conversion to fulfil the condition that the holder subscribes an equal amount in cash. 

Loans direct from the Central Bank leading to new inflation. No loans have been contracted 
in Czechoslovakia at the Central Bank (1’Office bancaire) of a kind to increase inflation (see 
“Monetary Measures”). 

12. The effect of local and provincial finance on the budget of the State. 

With a view to improving the financial situation of local autonomous corporations which 
had been rendered critical by the war and its consequences, a law was passed on August 12th, 
1921, allocating to these bodies the yield of certain State taxes. This law has made it possible 
to put the finances of these corporations on a sound basis and to furnish them with resources 
of their own, thus enabling the system of “additional centimes” to be gradually dispensed with. 

It is only because the new administrative organisation (the creation of departments and 
regions) has not yet been established that it has not been possible, up to the present, to separate 
the State financial resources definitely from those of the municipalities, departments, etc. 
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By the law of August 12th, 1921, mentioned above, the municipalities have been granted 
one-half of the net yield of the tax on house property (both the tax on rents and the tax by 
categories). The Minister of Finance is further authorised to increase the share for the towns 
up to two-thirds of the total yield. 

Furthermore, the municipalities are granted, for a further period of two years, one-third 
of the receipts from the land tax; this grant is allotted, in principle, to the provinces to afford 
them relief during the period of transition (see below). 

Finally, all the municipalities have been granted, in principle, 5 % of the yield of the tax 
on business turnover. The Minister of Finance is authorised to increase the share up to 10 %. 
Similar subsidies have been granted to the municipal districts in Bohemia, Moravia and Silesia, 
and to the Departments of Slovakia and Sub-Carpathian Russia. 

The Departments of Slovakia and Sub-Carpathian Russia receive, moreover, the yield of 
the land tax in the same way as the provincial administrations of Bohemia, Moravia and Silesia 
(see below). 

These administrations receive, as fixed revenue, 7,000,000 Kc. in place of the “additional 
centimes” which were previously levied on succession duties. The net yield of the land tax 
[i.e., without war super-tax) is also allocated to them as partial compensation for the tax on public 
amusements and the tax on the unearned income from house property which, according to the 
Law of August 12th, 1921, regarding the provisional economic and financial regime of the muni- 
cipalities, is entirely reserved for the municipalities. 

The most important source of revenue for the provinces consists in the allocation to them 
of 40 % of the yield of the general tax on business turnover, less the sums due from this source 
to the municipalities, districts and departments. 

In addition to these receipts, a special super-tax on the State tax on alcohol has been intro- 
duced for provinces or departments; this represents the sum of 2 Kc. per taxable litre. 

Furthermore, the Law of December 22nd, 1920, introduced, for the benefit of the provinces 
and departments, a tax on beer of 0.8 Kc. to 0.20 Kc. per litre, according to the quality of the 
beer. 

The State has made considerable sacrifices for the benefit of the autonomous corporations 
whose finances had been thrown into confusion by the war and its consequences. It is hoped in 
this way gradually to eliminate the “additional centimes ” which are levied by autonomous 
corporations in addition to certain State taxes. 

The year 1922 brought some relief to the taxpayers; but it will not be until 1923 that a 
more settled economic situation and the efforts of the autonomous corporations to establish 
normal budgets will show the results of the sacrifices made by the State in this field. 

It is possible that the reform of direct taxation, which has been proposed, may contribute 
towards the improvement of the finances of the autonomous corporations, and may provide, 
at the same time, a solution of the problem of the additional centimes. 

The Law of August 12th, 1921, marks a step towards the improvement and the consolida- 
tion of the finances of the autonomous corporations. This law provides them with a sound 
uniform legal basis by laying down precise rules on budgetary principles, expenditure and allo- 
cations, the system of accounting, control and audit, and the covering of expenditure. 

The subsidies granted to the autonomous corporations have been raised in the budget of 
the Czechoslovak Republic for 1922 to 1,207,229,000 Kc. (Chapters 6 and 6a), as against 
180,220,000 Kc. for 1921. 

The expenses under this heading for 1923 will not be less than those for the present year. 
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II. MONETARY MEASURES. 

i. Increase or decrease of ihe note circulation. 

The Finance Minister of the Czechoslovak Republic, having, immediately after the coup 
d’Etatoi October 1918, forbidden advances being made in respect of the Austrian-Hungarian 
war loans, decided, in March 1919, to render the Czechoslovak currency independent of the 
Austro-Hungarian Bank in order to save the country from the catastrophe to which it would 
have been brought by the policy of inflation which that bank pursued. The separation from the 
Austro-Hungarian currency and the creation of an independent Czechoslovak currency were 
carried out by the stamping of the banknotes in circulation in Czechoslovak territory and by the 
constitution of an independent establishment of issue. 

During the period of this stamping, the State undertook the task of diminishing the circu- 
lation by retaining, as a forced loan, half the banknotes presented for stamping. In certain 
cases no notes or a smaller proportion were returned; the reserves in the Public Treasury, for 
instance, were stamped in entirety. Immediately after the stamping, the sum retained amounted 
to 28.69 %, according to a statement made by M. Rasln, the first Finance Minister; after the 
final settlement of this operation the sum retained was equal to 26.64 % the total circulation 
in existence at the time of the stamping. The fact that the Austro-Hungarian banknotes were 
furnished with a Czechoslovak stamp gave them the character of State notes, and the Austro- 
Hungarian Bank was thus deprived of the privilege of issuing notes in Czechoslovakia. 

The law of April 10th, 1919, fixed the limits of the circulation of paper money whether 
purely fiduciary or not. It established the “Banking Office of the Ministry of Finance" and 
conferred upon it the privileges of a provisional Bank of Issue, with the right to issue paper 
money. This law is the legal basis of the Czechoslovak financial system, with the Czechoslovak 
crown (official abbreviation: Kc) as unit. The conversion of Austro-Hungarian into Czecho- 
slovak crowns was carried out in the proportion of 1: 1. 

In order to secure legal continuity, and as a logical result of the stamping, the State accord- 
ingly undertook responsibility for the total note circulation which existed in its territory at the 
time of the stamping. This amount comprised not only 5,562,000,000 Czechoslovak crowns in 
Austro-Hungarian banknotes then in circulation, which were stamped and subsequently ex- 
changed for Czechoslovak State notes, but also 1,437,069,000 Kc., consisting of the balances of 
current accounts with the branches of the Austro-Hungarian Bank in Czechoslovak territory, 
and sight obligations issued by these branches. 

In conformity with the principles on which the stamping was carried out, the “Banking 
Office of the Ministry of Finance” was instructed to proceed with the payment of such balances 
of current accounts with the branches of the Austro-Hungarian Bank as belonged to the State 
Treasury, until these balances were exhausted, while the repayment of private current accounts 
and Treasury bonds was temporarily restricted to half their value. 

Contrary to the principles of a perfectly sound currency system on a gold basis, the Czecho- 
slovak fiduciary circulation is divided into three groups: 

1. The amount of paper money for which the State, through the “Banking Office of the 
Ministry of Finance”, rendered itself responsible by stamping. This amount totals 6,999,069,000 
K6., or nearly 7 milliards. 
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To this total must be added: 
(a) The State loan due to the retention, during the stamping, of Austro- 

Hungarian notes to an original amount of 2,134 millions of 
Kc; this sum was afterwards diminished by the yield of 1,077 
millions of Kc. from the capital levy, and now amounts to only 1,057,000,000 Kch 

(&) The balance of current accounts with the Czechoslovak branches 
of the Austro-Hungarian Bank  269,015,245 Kc. 

(c) The sight obligations issued by those branches  219,648,000^. 

Total . . . 8,364,270,537 Kc. 

2. The second group consists of the State notes which were issued to meet the requirements 
of commerce and industry. All the State notes of this category are guaranteed by commercial 
bills. 

3. The third group comprises the State notes which were issued for the purchase of precious 
metals and foreign securities. It should here be observed that the “Banking Office of the 
Ministry of Finance” is cautious in its use of this means of increasing its metallic reserve, as 
it considers that the purchase of quantities of gold beyond reasonable limits would result in 
increased inflation. 

The circulation figures since the summer of 1920 are shown in the following table (in thous- 
ands of Kc.): 

June30th, 1920 -. . . . 8,729,233 
September 30th, 1920  10,310,228 
December 31st, 1920  11,288,512 
March 31st, 1921  10,921,956 
June 30th, 1921  11,167,515 
September 30th, 1921  11,570,881 
December 31st, 1921  12,129,573 
February 28th, 1922  10,743,958 
March 31st, 1922  10,323,069 
June 30th, 1922  9,838,205 

If the balance sheet of the “Banking Office” of June 30th, 1922, is analysed on the basis 
of the preceding statements, the following figures are obtained: 

Kc (ooo’s ommitted) 
Total circulation of paper money  9,838,205 
Amount of commercial cover   2,074,104 
Value of metallic reserve  1,234,289 

If the banking cover of  3,308,393 

be deducted from the total circulation, the result is  6,529,812 

which represents the actual fiduciary circulation on March 31st, 1922. It may be noticed that 
since December 1921 — when the total circulation of paper money reached its maximum, 
i.e., 12.3 milliards of Kc. — the circulation has diminished during the first three weeks of each 
month, and the surplus of money available has been paid into the current accounts with the 
Central Bank, to be withdrawn as required at the end of the month. Since that date, hoarding 
has been constantly on the decrease; this corresponds with the renewal of confidence in the 
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growing security of the political and economic situation of the country. This confidence was 
also largely increased by the fact that the financial administration never entertained any idea of 
printing notes to cover the expenses of the mobilisation which was rendered necessary by the 
last attempt of the ex-Emperor Charles in Hungary. The circulation sank to n milliards in 
January 1922, and to 10 milliards in April 1922, since which time it has remained below the 
latter figure. 

The policy of the Central Bank is guided by universally accepted principles. While the 
financial administration is taking steps to produce a gradual decrease in the public debt resulting 
from the reform of the currency, the Central Bank is endeavouring to adjust the note-circulation 
to the actual needs of the economic life of the country by means of a relatively high rate for 
advances on bonds bearing fixed interest and a relatively low rate for discounting bills, and also 
by the expansion or reduction of credits according to the requirements of the situation. 

2. The influence of Government expenditure on the currency. 

The State expenditure has no direct influence on the circulation of money, since the Banking 
Office does not directly or indirectly grant credit to the State. 

The law of April 10th, 1919, already quoted, and the Statute of the Banking Office, based 
upon that law, guarantee the independence of the commercial administration of the Banking 
Office in relation to the State. Under this law and statute, the Banking Office is expressly 
forbidden to grant credits to the State. 

3. The repayment of floating debt, and the effects thereof. 

The floating debt of the Czechoslovak Republic consists first of all of the debt due to the 
currency reform, as explained in paragraph 1 (see also “Budgetary Measures", Section 10 B). 

This debt amounts to 8.3 milliards of Kc., and represents as a whole the equivalent of the 
note circulation. As she inherited a proportionate share of the note circulation of the former 
Monarchy, Czechoslovakia has, from the beginning, taken energetic steps not only to arrest 
the increase of this circulation but to diminish it. For this purpose special taxes have been 
instituted — the capital levy, and the tax on capital increases (see “Budgetary Measures", Section 
9 A, II). The yield from these taxes is almost exclusively set apart for the repayment of the 
floating debt due to the currency separation from the Austro-Hungarian crown. The tax is to 
be paid within a period of three to five years from the delivery of the tax demands. It is 
impossible to estimate in advance the total yield from this tax; but, although the assess- 
ment will take some time to complete and the tax demands can only be sent out gradually, 
the present yield amounts to 1.5 milliards of Kc. 

The results of this operation, which is an integral element in the Czechoslovak currency 
policy as a whole, may be regarded as acting in favour of the stabilisation of the Czechoslovak 
crown. 

The other floating debts contracted under the present Government consist of various issues 
of Treasury bonds, the approximate amount of which, in round figures, is 3 milliards of Kc. 

4. The connection between the Government and the Central Bank of Issue. 

The relations between the State and the Banking Office are in conformity with the provisions 
of the Currency Law and the Statute. The State further employs the Banking Office as its 
agent for the centralisation of a part of its cash transactions. 
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5. The restriction of granting of credits by means of the rate of interest or in other ways. 

The chief, because the only permanent, means of regulating the credit of the country is 
the financial policy applied to rates of interest by the Banking Office of the Ministry of Finance, 
which, in its capacity as a Bank of Issue, is the principal source of credit. 

The Banking Office of the Ministry of Finance maintained the rates of discount and interest 
on secured loans fixed in 1916 by the Austro-Hungarian Bank for the territory of the former 
Monarchy, i.e., discount at 5 %, loans covered by State securities at 5% %> and loans covered 
by private securities at 6 %. These rates remained in force up to May nth, 1920. 

Since that date the movement of rates of interest has been as follows: 

From May 12th, 1920, to August 15th, 1921: Discount 6 %, loans covered by State securities 
6i/2%, loans covered by private securities 7 %. 

From August 16th, 1921, to April 26th, 1922: Discount 5% %i loans covered by State securities 
6% %, loans covered by private securities 7 %. 

From April 27th, 1922, to date: Discount 5 %, loans covered by State securities 6% %, loans 
covered by private securities 7 %. 

The special peculiarity of this movement is the abandonment of the Austro-Hungarian 
tradition, according to which the same proportion was always maintained between the discount 
rate and the interest on loans covered by securities. The Banking Office has twice — on August 
16th, 1921, and on April 27th, 1922 — lowered the discount rate, leaving the interest on secured 
loans at its previous figure. The reason of this was the legitimate desire to arrest the increase 
in secured loans (which, in comparison with normal times, exceeded and still exceed the amount 
of bills discounted), and even to diminish them. This attempt was successful; in August 1921, 
for the first time, the difference between the two rates was increased to the disadvantage of 
loans and, consequently, since the end of September 1921, loans have decreased almost unin- 
terruptedly, while since the end of August 1921, discounted bills have begun to increase, follow- 
ing the rhythm of economic life; that is, they have risen at harvest time and in the sugar season, 
and sunk at the beginning of each year, following a curve parallel to that of the note circulation. 

A. In its discount policy the Banking Office of the Ministry of Finance naturally gives due 
consideration not only to the situation of the industry from which the bill of exchange has 
proceeded, but also to the situation of drawees. By restricting discount credit in the case of 
certain industries which were buying up stocks of goods in the expectation of a rise in prices, 
it paved the way for the general fall in prices, the results of which are already becoming visible 
in the whole economic life of the country and in the State budget for 1923. The present low 
discount rate is explained not only by the present crisis but more particularly by the consider- 
able changes which have taken place in the banks owing to the large quantity of deposits on the 
financial establishments (particularly savings banks); this is the result of the increasing confidence 
in the State and of the gradual consolidation. 

B. The Banking Committee decides what kinds of scrip may be taken as security by the 
Banking Office. 

The following may not be taken as security: War loans, the shares of banks and industrial 
enterprises, and, latterly, the public funds of the former Monarchy (which, in consequence of the 
Peace Treaties, will be exchanged for shares in the Czechoslovak public debt). In order, as far 
as possible, to promote the subscription to the war loans, the former Monarchy allowed previous 
loans to be taken as security up to 75 % of their nominal value, and this concession was subse- 
quently extended to all public stock. The Banking Office has gradually limited this facility 
by restricting loans on security to 75 % of their value at the daily exchange quotations. 
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No foreigner can obtain direct credit from the Banking Office, as the latter has no dealings 
except with the banks. 

Under the official proclamation dated November 23rd, 1919 (No. 644 of Collected Laws 
and Decrees), which came into force on April 26th, 1920, credits exceeding 5,000 Kc. cannot be 
granted or prolonged individually to persons or firms whose place of business is abroad, except 
with the consent of the Finance Minister. 

The Finance Minister may authorise the Banking Office to grant to private individuals 
commercial credits up to 5 million Kc. To foreign companies or firms carrying on their trade 
or industry within the country, authorised banks, institutions or firms may, without other 
authority than that of the Banking Office, grant the necessary credit for the maintenance of 
these local branches. 

In conformity with these regulations, foreigners may be granted credits up to 250,000 Kc. 
without any sort of restriction. For credits exceeding 250,000 Kc., the authority of the Banking 
Office of the Ministry of Finance is required, and such credits may only be used for payments 
taking place within the territory of the Czechoslovak Republic. The authority of the Banking 
Office is sufficient up to 5 million Kc. For larger credits the authority of the Finance Minister 
is necessary. 

The object of these measures is to prevent unjustified speculation in Czechoslovak crowns 
abroad. 

6. The existence of any artificial control of exchange, with a description of its character and 
its effects. 

The Czechoslovak Republic retained the existing Central Currency Control, which was 
founded in 1916 with the object of standardising and centralising all financial transactions with 
foreign countries. The Decree of June 18th, 1918 (No. 223 of the Austrian Imperial Code) 
concerning commerce, the circulation of foreign money and the restriction of foreign trade, has 
been rigorously maintained. 

A Czechoslovak Central Currency Control was created at the Prague Clearing-House, under 
the Finance Ministry’s Order dated January 30th, 1919 (No. 47 of Collected Laws and Decrees). 

The Law of June nth, 1919 (No. 327 of Collected Laws and Decrees), laid down that letters 
of credit drawn in foreign currencies must be presented to the Central Currency Control, unless 
they are drawn in crowns of the Succession States or in currencies in circulation within the 
territory of the former Russian Empire. 

The movement towards the liberation of trade from the restrictions to which it had been 
subjected during and after the war — a movement which, in Czechoslovakia as in other countries, 
has increased proportionately to the consolidation of the State — led to the publication of the 
Official Decree of November 23rd, 1919 (No. 644 of Collected Laws and Decrees). The Decree, 
which came into force on April 26th, 1920, abolished the Central Currency Control and trans- 
ferred its duties to the Banking Office of the Ministry of Finance. At the same time the trade 
in foreign currencies was partially freed. The new position established by this Decree is as 
follows: the national and all joint-stock banks established in Czechoslovakia and having a share 
capital of not less than 10,000,000 Kc. may freely carry on the purchase of foreign currencies, 
may change them, accept them as security, or acquire them on loan or by credit. No transaction 
in foreign currencies may take place between two contracting parties one of whom is neither a 
bank nor a firm authorised to carry out such operations. Arbitration is only permitted in 
foreign securities, the crown being excluded. Foreign transactions to be carried out in foreign 
currencies are only permitted if their object is the purchase and importation of goods. 

The use of these currencies for other purposes is not permitted without the authority of the 
Banking Office of the Ministry of Finance. 
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An effective control has been set up; in every individual case an import licence must be 
presented, together with a document proving that the goods have actually been imported. 

The export of Czechoslovak crowns, precious stones, cheques, letters of credit, bills of 
exchange, coupons, deposit books and treasury bonds is forbidden, except by the authority 
of the Banking Office. The maximum amounts which travellers leaving the territory of the 
Czechoslovak Republic may take with them are also fixed. 

The Banking Office is bound to sell on the Prague exchange, to the banks, establishments 
and firms duly authorised for that purpose, the foreign moneys transmitted to the Office. It 
may, however, use these moneys: 

{a) To fulfil the obligations taken over from the Czechoslovak Central Currency Control 
{h) For the requirements of the State and State establishments; 
(c) To regulate the money market; 
(d) With the approval of the Finance Minister, the Banking Office may also allocate, on 

application, to certain producers or to associations formed by producers, foreign moneys intended 
for the direct purchase abroad of necessary raw materials. 

On the basis of this Decree, the Banking Office of the Ministry of Finance established its 
exchange policy in such a way that the movement towards the restoration of the pre-war free 
exchange is being carried on gradually and without difficulty. The rates of exchange naturally 
moved in inverse ratio to the available supply. The protection of the amount of available 
currency was effected automatically, that is, by the rise in rates and not by a refusal to furnish 
credits when the supply was low. This policy was rendered considerably easier by the rational 
policy of the Banking Office of the Ministry of Finance, whose accounts have shown and continue 
to show a surplus. The result was a considerable accumulation of currency, which ensured 
the success of the policy followed up to date by the Banking Office, established it upon a solid 
foundation and thus paved the way for a more favourable development in future. 

It is true that the foreign loan contracted this year is chiefly designed to procure capital 
for important investments; but in so far as it is a loan designed to stabilise the exchange, it 
acts in the same way as the policy followed by the Banking Office. As creditors and holders of 
State notes, foreigners are subject to the same regulations and enjoy the same legal protection 
as nationals. 

7. The causes and effects of deflation. 

As stated in previous sections of this memorandum, the monetary policy of Czechoslovakia 
is, and has been, based primarily on the total avoidance of fiduciary inflation. The amount of 
unsecured currency taken over by the State, when the Czechoslovak money became an indepen- 
dent currency, represents the maximum authorised, and the Bank of Issue is forbidden by law 
to grant credits to the State either directly or indirectly. Moreover, the Czechoslovak monetary 
policy is directed towards effecting a gradual amortisation of the floating bank debt. An extra- 
ordinary tax on capital and on increases of capital is designed to achieve this end. The tax on 
increases of capital, represented by the difference between the money value of such capital in 
1914 and its much higher money value in 1919 (on March 1st, 1919), is designed to correct, to 
a certain extent, the disparities in capital arising from the depreciation of the currency which 
was at that time common {i.e., Austro-Hungarian) money, a depreciation which has lowered 
the value of cash holdings and of credits (cash, deposits, securities bearing fixed interest, etc.), 
while other forms of property have retained, more or less, their gold value. 

This deflation —- to use the term in its strict technical sense — is to be carried out in principle 
within three years from the date of the issue of the notices to pay. In practice it will take even 
longer, because, on the one hand, the collection of the taxes on capital can, for administrative and 
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technical reasons, only be carried out gradually, and because, on the other, payment is permitted 
in media other than cash. In this way it will prove possible to reduce by degrees the currency 
which was taken over as a result of the Austro-Hungarian liquidation. This policy is in accord 
with the recommendations contained in the Brussels Resolutions (Resolutions regarding Exchange, 
No. X), according to which deflation must not be sudden and must have regard to existing 
conditions. Moreover, Czechoslovak monetary policy makes use of no novel devices. The funda- 
mental principle of all sound monetary policy, that is to say, the avoidance of fiduciary inflation 
is, it is true, largely dependent upon the paramount necessity of a return to budgetary equili- 
brium. The financial administration has made every effort from the beginning to achieve this 
equilibrium. The Czechoslovak finance laws, under which budgets are divided into ordinary 
budgets and budgets for investment purposes, allow only for deficits incurred on account of these 
purposes (that is to say of durable productive objects) to be covered by credit operations effected 
under ordinary conditions at normal rates. The fact that the budget for 1923, estimated at 19 mil- 
liards, shows a deficit of only half-a-milliard (that is to say 0.026 % of the budget) demonstrates 
the truth of the foregoing. 

The policy of budgetary equilibrium is only possible if the whole general policy is directed 
towards the consolidation of the political and economic life of the country. The effort made by 
the Czechoslovak Government to place the public finances on a sound basis did not appear to 
produce any immediate effect either on the foreign rates of the Czechoslovak crown or on the 
stabilisation of prices and the lowering of the economic index figures. 

The exchange rates showed, in fact, at first very marked fluctuations. The Czechoslovak 
crown was first quoted at Zurich on March 18th, 1919, at 29.75 Swiss francs to 100 Czechoslovak 
crowns. The movement of the rates during the year 1919 is shown by quotations of 34.25 on May 
16th (maximum), 14.50 on September 10th (minimum), and 21.75 on September 27th (maximum). 
There was then a considerable fall to 5.25 on January 27th, 1920. The rate rose to 14.25 on May 
26th, 1920, and fell again to 7.25 on September 20th, 1920. These fluctuations, which indicate 
a general downward movement, remained within reasonable limits, the lowest point being touched 
on October 29th, 1921, when the rate was 5.10. From this period (at this time the troops were 
mobilised on account of the attempt of the ex-Emperor Charles in Hungary), the rate rose to 
10.05 on January 24th, 1922, and remained at practically that level until August, 1922, when a 
rapid rise took place and the rate reached 19.70 on August 28th. 

This does not, however, prove that there is very little connection between the amount of 
currency and the policy governing its issue on the one hand, and the appreciation of the value 
of the means of payment on the other, even if, as is the case in Czechoslovakia, the circulation 
still remains a paper circulation. The appreciation of the means of payment on the international 
market and the readjustment of its purchasing power at home depend on a whole series of compli- 
cated phenomena, particularly in the chaotic period of post-war world disorganisation. In the 
particular case of the Czechoslovak State, which arose in the centre of Europe on the territory 
of the former Austro-Hungarian Empire, a more or less protracted period was necessary before 
the situation in Central Europe and that in Czechoslovakia became fully understood, particularly 
in the international centres most influential from the point of view of commercial and financial 
transactions, be these transactions of the nature of normal trade or speculation. It has taken 
three years for the real situation of the country and the sound policy of deflation practised by 
Czechoslovakia to become sufficiently widely known to make it possible to contemplate raising 
a first Czechoslovak foreign loan in the open market (April 1922), to be employed for productive 
purposes. 

In a situation as unsettled as that of Europe immediately after the war and at the present 
day, time is required for the revival of confidence both at home and abroad. But it is certain 
that, once this confidence is restored, it will grow with considerable rapidity if no unfortunate 
events occur. This slow readjustment is clearly seen in Czechoslovakia and explains the causes 
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which are responsible for the condition of the Czechoslovak exchange during recent months 
when a sudden and considerable rise in the foreign rates of the Czechoslovak crown occurred in 
August 1922. 

A sudden and considerable rise of this kind may, it is true, react prejudicially on economic 
life by suddenly changing the basis of export prices, and this consequence may be of considerable 
importance for a country like Czechoslovakia, which aims, above all, at exportation. This consi- 
deration makes it clearly impossible to decide definitely whether the policy of deflation is in 
itself a good or a bad policy. The difficulties which result therefrom are not caused by deflation 
itself but rather by the fact that, up to the present, analogous measures have not been adopted 
in certain other States of Europe, not including Russia. Czechoslovakia borders on several 
countries suffering from an excessive inflation, which one day or another will have to be ruth- 
lessly dealt with. The longer the necessary measures are delayed the more serious will be the 
damage caused by the system of inflation and the more painful will be the process of readjust- 
ment. A simultaneous application of drastic measures is an absolute pre-requisite for the economic 
reconstruction of Europe. 

Apart from this absence of common and simultaneous action, it should not be forgotten, in 
considering the most recent rise in the Czechoslovak crown and in considering the financial 
policy adopted by the Czechoslovak Government in respect of deflation, that there are certain 
other phenomena which mitigate the mischievous consequences of this rise or which provide 
the means for overcoming them. Certain branches of Czechoslovak industry depend wholly or 
partly on raw materials which Czechoslovakia may buy, or is obliged to buy, abroad at favour- 
able prices, thus leading to a fall in the cost of production. A fall in the price of the principal 
foodstuffs which Czechoslovakia is obliged to import in order to supplement the insufficient 
production of the country itself (particularly in cereals) has already taken place. These circum- 
stances (and particularly the last) contribute, in fact, to the inauguration and the continuation 
of a general movement for the reduction of prices, or, in other words, to an increase of the pur- 
chasing power of the crown within Czechoslovakia proportionate to the rise of its purchasing 
power abroad, and, above all, they contribute to the inauguration and continuation of the impor- 
tant process of lowering costs of production and especially wages, a process which must be carried 
out without preventing the working classes from maintaining a suitable standard of living. 

This is a delicate process and cannot be effected without crises in the various branches of 
production; but it has to be faced. The task of the Government and others concerned — which 
is both considerable and difficult — is to render the various indirect effects of this process as 
slight as possible. It is the duty of producers to see that the organisation of production is as 
scientific and economical as is practicable. It is the duty of the wage-earners — without surren- 
dering the just social rights which they have acquired in recent times— to increase their output 
to the greatest possible extent. If it is admitted that these efforts are indispensable for safe- 
guarding the economic situation of the country, and if in point of fact they are carried out conscien- 
tiously and in a spirit of general good-will, it will readily be recognised that it is only the more 
important consequences of deflation on a large scale which possess the necessary educative 
influence and which will tend to restore the moral and psychological bases which render possible 
intensive production on economic lines. 

Nevertheless, until this aim is achieved or until, at least, simultaneous efforts on common 
lines are undertaken and carried out with energy in the majority of countries, the most carefully 
considered action, taken with a view to the stabilisation of the economic situation, runs the 
risk of causing unexpected fluctuations. It would, therefore, be useless to think of taking technical 
steps to stabilise the exchange until that moment comes. 
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III. COMMERCIAL POLICY. 

i. The abolition of the establishment of prohibitions on imports and exports or of special 
permits; the abolition or lowering of import or export duties, etc. 

In view of the fact that, after the coup d’Etat, the Czechoslovak Republic had no customs 
offices along the greater part of its frontiers, and no fiscal frontier guards, and that at the 
beginning the frontiers were not even definitely settled (the old frontier with Germany was the 
only one retained), the need for control over the importation and exportation of goods became 
obvious. All imports and exports required special authorisations issued by a “Czechoslovak 
Export and Import Commission” constituted ad hoc by a decree dated November 22nd, 1918 
(No. 43 of Collected Laws and Decrees). There were no absolute import and export prohibitions, 
as the licence system was introduced. A most friendly attitude was taken up towards foreign 
countries and particularly to the other Succession States; thus, the export of coal to Austria 
was permitted even when Czechoslovakia was perceptibly in need of it. The creation of import 
and export syndicates by the Decree of February 26th, 1919 (No. 100 of Collected Laws and 
Decrees), marked a change in the permit system; even before 1920 these syndicates, established 
under State control and partially directly by the producers’ organisations, began their activities 
in the Czechoslovak Republic. Before June 1920, however, the State control of import and 
export was resumed, and by the law of June 24th, 1920 (No. 480 of the Collected Laws and 
Decrees), a Foreign Trade Office was created. From the beginning, this office pursued the policy 
of passing as quickly as possible from economic control to freedom of foreign trade. With this 
object it published a list of goods which might be exported without special authority, and is still 
adding to this list. The list contains, in general, almost all goods produced in Czechoslovakia, 
and authority is only required for the exportation of raw materials, certain half-manufactured 
products and foodstuffs. In this connection, the absence of absolute prohibitions should again 
be emphasised. The movement towards freedom of export may also be seen in the fact that 
the law of January 19th, 1922, formally suppressed the Foreign Trade Office, the duties of which 
passed to the Ministry of Commerce in so far as the extraordinary situation rendered it necessary 
to maintain its work; owing to the provisional character of the Czechoslovak customs system, 
the system of authorisations is, in certain respects, analogous to the transition steps taken by 
various Western European countries. The tendency towards a gradual removal of the existing 
restrictions is becoming more and more marked, as the economic situation permits, within the 
meaning of the decisions taken by the Economic Committee of the Genoa Conference. 

With regard to the customs policy, it should be stated that the Czechoslovak customs 
tariff is based upon the autonomous customs tariff of the former Monarchy, adapted to the eco- 
nomic and financial situation and differing by the introduction of graduated (differential) co- 
efficients; the duties on agricultural products, foodstuffs and raw materials have been suspended. 
In the case of numerous items in the Czechoslovak customs tariff, the graduated (differential) 
co-efficients involve a perceptible decrease in the pre-war customs protection if the relation 
between the Czechoslovak crown and the value of the pre-war crown (in which the old protective 
customs tariff was expressed) is taken into account. 

2. The existence (or abolition) of price discrimination against foreign trade. 

Czechoslavak legislation allows of no discrimination in the treatment of foreign trade. 
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3. The conclusion of: (a) commercial conventions; (b) transport conventions. 

{a) The list of commercial treaties concluded and signed between the Czech© Slovak Repub- 
lic and other States up to July ist, 1922, is as follows (in chronological order): 

S.H.S. Kingdom 
Switzerland 
Germany 
S.H.S. Kingdom 

France 
Italy 
Roumania 
Austria 
S.H.S. Kingdom 
Poland 
Spain 
Russian Soviet Republic 
Ukraine Soviet Republic 

Customs and commercial convention 
Customs and commercial convention 
Economic convention 
Convention on the provisional regulation 

of commercial relations 
Commercial convention 
Convention on commerce and navigation 
Commercial convention 
Commercial convention 
Protocol 
Commercial convention 
Commercial convention 
Provisional convention 
Provisional convention 

9- 
6. 

29. 

18. 
4- 

23- 
23- 
4- 
6. 

20. 
18. 
6. 
6. 

ix. 1919 
m. 1920 
vi. 1920 

x.1920 
XI. 1920 
III. 1921 
IV. 1921 
v. 1921 

VIII. 1921 
x.1921 

XI. 1921 
VI. 1922 
VI. 1922 

This list only includes commercial treaties properly so-called, and no mention is made 
of numerous administrative conventions of a semi-political and semi-commercial nature, such 
as the Compensation Treaty with the Kingdom of the Serbs, Croats and Slovenes, the similar 
treaties with Austria, Poland and Hungary, etc. 

(b) After the coup d’Etat, the Czechoslovak Republic attempted to regulate the transport 
situation and began the introduction of new measures by concluding treaties relating to railways 
and transport. Some time before the conclusion of the commercial treaties, which almost 
always contain general clauses relating to transport, the Czechoslovak Railway Administration 
concluded special treaties with Poland, Germany, Roumania, the Kingdom of the Serbs, 
Croats and Slovenes, Italy, Austria, Latvia and Spain; while there is a separate treaty with 
France relating to railway transport. 

It need hardly be added that the Czechoslovak Republic has adhered to all the international 
transport treaties. 

November 15th, 1922. 



Denmark 

I. BUDGETARY MEASURES. 

As the financial year for the Danish public accounts runs from April ist to March 31st, 
and as the State accounts are normally published in the month of October next following, it 
will as a rule not be possible in the following statement to give information of a later date than 
for the year 1920-21. 

1. How fay the oydinayy ex'pendituye (including the seyvice of the debt) has been coveyed by oydinuyy 
yevenue. 

The total ordinary expenditure on the current budget for 1920-21 may be estimated 
at about Kr. 325,000,000, against which there is revenue from taxes, etc., of Kr. 499,000,000. 
That the financial year, in spite of this, ended with a total deficit of Kr. 106,000,000 is due partly 
to the fact (compare section 3) that for the last time considerable contributions on account of 
the high cost of living had to be made, partly to the direct expenditure, mostly on the capital 
account, caused by the reversion of Slesvig. This expenditure amounted to about Kr. 150,000,000, 
of which Kr. 101,000,000 was in consideration of German State property, etc., taken over. 

2. Whethey expendituye on armaments has been yeduced. 

The expenditure for Army and Navy amounted to: 

1919- 20 Kr. 64,000,000 
1920- 21 '> 75,000,000 

Increase: Kr. 11,000,000 

There has been an absolute increase of Kr. 11,000,000 or about 17 %. In this connection 
it must be pointed out, however, that the average level of prices in this country in 1920-21 was 
just so much higher than in 1919-20. The expenditure for military purposes may, therefore, 
be said to be proportionally unchanged in the two years in question. 

3. The extent of unpyoductive extyaoydinayy expendituye. 

The extraordinary unproductive expenditure for 1920-21 may be estimated at just 
over Kr. 210,000,000. Of this amount, however, about Kr. 135,000,000 have been applied solely 

8 
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in reduction of the prices of foodstuffs, etc., which item of expenditure will not reappear in the 
following financial year, as the measures connected therewith have been practically discontinued 
from the end of the financial year 1920-21. Further, an amount of about Kr. 35,060,000 represents 
expenditure on account of measures adopted in Slesvig in addition to the sums included 
in the above Kr. 135,000,000. A similar amount may reappear in the budget for 1921-22, after 
which year it should not be necessary to incur further expenditure on this account. Of 
the balance of about Kr. 40,000,000, art amount of about Kr. 10,000,000 is due to expendi- 
ture owing to unemployment and shortage of dwellings, which it is to be hoped may be properly 
described as extraordinary, while the remaining Kr. 30,000,000, although including expenditure 
which, in relation to the financial year in question, is extraordinary, can hardly be described as 
extraordinary in relation to a period of several years. 

4. The extent of productive extraordinary expenditure. 

The ordinary productive expenditure for 1920-21 may be estimated at a total of 
Kr. 69,500,000, divided as follows: 

State Railways Kr. 49,500,000 
Post and Telegraph service Kr. 13,000,000 
Harbours, etc Kr. 7,000,000 

Total : Kr. 69,500,000 

5. The policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

After attempts during some years to relieve some of the effects of the high cost of living 
by increasing extra pay to Government officials, a new Act came into force on October 1st, 1919, 
regulating the remuneration of all Government officials, while many municipalities and private 
institutions adopted the system of paying their employees according to principles similar to those 
carried into effect by the said Act. By this Act, regulation of all salaries was effected in such 
a manner as to endeavour to fix the so-called “basic salary” in proportion to the level of prices in 
July 1919. The actual remuneration of officials receiving the lowest pay was at the same time 
increased, partly at the expense of the highest salaries. To this basic salary were then added 
various allowances: first, a local supplement of Kr. 450 annually in large towns, Kr. 330 in ordinary 
provincial towns, and Kr. 240 in small towns, by which it was intended to eliminate the difference 
in the cost of living between large and small towns and between town and country, the officials 
in the country receiving no local supplement. Secondly, a "general cost-of-living supplement’7 

amounting to Kr. 54 annually for each 3 % increase in the price of the most essential necessaries 
beyond the level of July 1919. Finally, a “market condition supplement,” which was intended to 
cover the difference between the Government service income and wages in the open market, and 
should further be regulated by the ability of the State to defray the wages of its servants. For 
the lower wages (below Kr. 1,500 annually) this market condition supplement amounted to 50 % 
of the annual wages and declined to about 1 /7 of the annual salaries for those receiving the 
highest pay (Kr. 10,400 or more). Local and general cost-of-living supplements have hitherto 
not been altered, but, owing to the difficult financial position of the State and to the declining 
wages paid in the open market, the “market condition supplement” for the year 1. IV. 22— 
31. III. 23 was reduced by one-third of the rates stated. 

According to the Budget for 1922-23, the expenditure of the State for remuneration of 
officials may be estimated at about Kr. 184,000,000 for the Government officials proper, who 
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number 44,000; to this must be added wages for temporary labourers in Government employ, 
contributions to teachers’ salaries, pensions, etc., bringing the grand total of State expenditure 
for salaries to a figure of from about Kr. 270,000,000 to Kr. 275,000,000. The following summary 
may be given as far as the Government officials proper are concerned: 

Basic salary (including addition according to length of service) Kr. 117,500,000 
Local supplement   Kr. 13,000,000 
Market condition supplement   Kr. 24,000,000 
General cost-of-living supplement  Kr. 29,500,000 

Total about Kr. 184,000,000 

As will be seen, the supplementary pay totals about one-third of the aggregate expenditure on 
the pay list. 

A corresponding summary for the financial year 1920-21 is not available, but the expenditure 
for this year may be estimated to have been approximately as high as that for 1922-23; for, 
while the “market condition supplement” was lower last year, the circle of Government employees 
who, though, strictly speaking, not officials, have been employed and paid by the State has 
probably been widened. 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 

The subsidies on bread, etc., and fuel, which were given partly by the State taking over the 
grain and reselling it at reduced prices, and partly by contributions in various ways to the 
municipalities, were all discontinued in the course of the year 1921. In 1920-21, the expen- 
diture on account of these measures was about Kr. 130,000,000; in 1921-22, the corresponding 
expenditure, which consists almost entirely of refunds of outlay incurred by other bodies, will 
presumably amount to about Kr. 15,000,000. 

7. Charges for unemployment. 

The exceedingly difficult conditions in the labour market (it is estimated that during the 
winter 1921-22 about one-third of the number of Danish organised labourers have been unem- 
ployed) have resulted in a probable increase in the contributions in relief of unemployment, 
which in 1920-21 amounted to about Kr. 4,750,000, to about Kr. 35,000,000. In the last- 
mentioned figure is, however, included an amount of Kr. 7,250,000, which has been contributed 
to recognised unemployment relief institutions as loans free of interest granted by the 
Exchequer. 

8. The financial position of public undertakings. 

For the financial year 1920-21 the position of the public undertakings is characterised 
by the following deficits: 

The State Railways Kr. 54,000,000 
The Postal service Kr. 17,000,000 
The Telegraph and Telephone service Kr. 4,000,000 
The State Harbours Kr. i’ooo|ooo 

For 1921-22 the total deficit of the public undertakings may be estimated at about 
Kr. 75,000,000. The fall in coal prices, which was so vitally important for the State railways. 
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the reduction of the wages of the employees, and the measures which have been adopted with a 
view to the more effective utilisation of working hours may be expected to bring about an 
approximate financial balance for the public undertakings in 1922-23, in spite of the reduction 
of the fares and goods rates of the State railways which became effective on July 1st, 1922. 

9. The introduction of new taxation. 

Of taxes which may properly be describ ed as new, two have been introduced in 1922-23, 
viz., a tax on the sale of chocolates and confectionery and a tax on the turnover of public-houses, 
etc. The first-mentioned is estimated to provide Kr. 10,000,000, and the second Kr. 15,000,000! 
Further, the customs duties for a number of articles (mainly luxuries) have been increased as 
from November 25th, 1921. On the basis of the data already available, this may be estimated 
to provide Kr. 7,000,000 or Kr. 8,000,000 annually. Apart from these two new taxes, the Taxa- 
tion Acts previously in force were renewed or revised for the financial year 1922-23. On intro- 
ducing these measures in the Rigsdag, the Minister of Finance estimated the total revenue from 
taxation at about Kr. 405,000,000, of which about Kr. 195,000,000 would be derived from taxes on 
income and property,real estate, inheritance and gifts; about Kr. 57,000,000 from customs duties; 
and the balance from dues and stamp duties on turnover and on the production of or trade in 
spirits, tobacco, sugar, etc. 

10. Methods of raising money by loans, whether by: (a) long-term loans; (b) short-term loans in the 
open market; (c) loans direct from the central bank leading to further new inflation. 

The Government debt at present amounts to about Kr. 1,300,000,000, of which about 
Kr. 500,000,000 are foreign debt. The entire amount of debt is consolidated in long-term bonded 
loans and at present there is no debt to the Nationalbank. In the past, the Ministry of Finance 
has several times overdrawn its account with the bank by considerable amounts. 

11. The influence of foreign loans and trade balances. 

In November 1920, a national loan of $25,000,000 was contracted in America, the largest 
part being employed to cover the expenditure caused by the reversion of Slesvig. In December 
1921, another national loan was contracted in America to cover that part of the deficit for the 
financial year 1921-22 which could not be covered by the cash in hand. The amount of this 
loan was $30,000,000. The immediate effect of these loans was to strengthen the international 
value of the Danish krone. It should be pointed out, however, that, out of the first-mentioned 
$25,000,000, an amount of $15,500,000 was paid into the New York account of the Reparation 
Commission in consideration of German State property taken over in Slesvig, and did not come 
on the market in Denmark. It is, of course, difficult to decide how great has been the importance 
of these Government loans in the strengthening of the international value of the krone, because 
a considerable improvement of the balance of trade of the country took place at the same time, 
as will appear from the following figures: 

Period. Imports for Domestic 
Consumption. 

Kroner (000,000’s omitted). 
Export of Danish 

Goods. 
Difference 

(Import Surplus). 
1919 
1920 
1921 

2,394 
2,943 
i,544 

537 

740 
i,59i 
1,383 

417 

1,654 
i,352 

161 
Jan.-May 1922 120 
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The exceedingly unfavourable balance of trade immediately after the end of the war was 
followed by very high foreign exchange quotations. For instance, the dollar rate in Copenhagen 
was on July ist, 1920, $1 = Kr. 6.12 (par $1 = Kr. 3.73), and culminated on Novem- 
ber 9th, 1920, when the quotation was 7.68; on July ist, 1921, the ratehad declined to 5.95 and 
on July ist, 1922, to 4.66. 

12. The effect of local and provincial finance on the budget of the State. 

During the war the grant of subsidies by the State to the finances of local municipalities 
or provinces only took place in two quite exceptional cases. Grants were made to two town 
municipalities which had been particularly adversely affected by the war, and only relatively 
insignificant amounts were involved. The refunds and subsidies granted by the State to the 
municipalities for social purposes, erection of buildings, etc., are not included under this heading, 
as they represent items of capital expenditure incurred by the municipalities concerned and are 
properly borne by the State budget. 

Under the present section, however, it would be correct to point out that the Government 
has undertaken to guarantee a loan of $15,000,000 contracted in the United States in 1921 by a 
number of town municipalities jointly. 

II. MONETARY MEASURES. 

1. The increase or decrease of the note circulation. 

The note circulation of the Nationalbank was: 

On3i.V. 1920 
31. X. 1920 
31.V. 1921 
31.V. 1922 

Kroner 
516,000,000 
578,000,000 
497,000,000 
439,000,000 
442,000,000 

(maximum) 

From these figures it appears that the decrease of the note circulation has practically stopped 
at a level of about one-fourth below the maximum amount. At present no notes other than those 
issued by the Nationalbank are in circulation in Denmark. 

2. The influence of Government expenditure on currency. 

As stated above, the Ministry of Finance has on several occasions overdrawn its account 
in the Nationalbank and has thereby effected short-term loans. On July 31st, 1920, the account 
was overdrawn by about Kr. 76,000,000; on July 31st, 1921, by Kr. 61,000,000, while at the 
present date (July 1922) the Government is not in debt to the Nationalbank. 

Further, the Government had unbonded debts during the same period, due to credits obtained 
elsewhere. The amount of these debts has varied. They reached a maximum of just under 
Kr. 20,000,000, and were fully repaid early in 1922. 
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The amount of the note circulation and the corresponding actual value of the krone is, 
therefore, not at present directly affected by Government expenditure. In this connection it 
may, however, be pointed out that the taxes imposed to meet the expenditure of the State 
and the municipalities have to no small extent encroached upon the private capital employed in 
trade. Through the need for credit thus caused, the amount of the note circulation has indirectly 
been affected. 

3. The repayment of floating debt and the effects thereof. 

As stated in Chapter I, section 11, two National loans were contracted in the United States 
of America in 1920 and 1921 respectively. The proceeds of these loans were employed partly 
in repayment of the unbonded debt mentioned in section 2 of the present chapter. This made pos- 
sible the decrease of the note circulation, which has taken place, and consequently an increase in 
the value of the krone at home, while at the same time the realisation of the proceeds of the loans 
contributed to the strengthening of the international value of the Danish krone. To show the 
increase of the value of the Danish krone in this country, it should be mentioned that the 
Danish wholesale price index attained its maximum in November 1920 at 403 on the base of 
1912-13 = 100, and that since then it has declined and is now fairly firm about 180. The 
retail price index, which is computed semi-annually, has declined from 262 in July 1920 
(I9I4 = 100) to 237 in July 1912 and 212 in January 1922. 

4. The connection between the Government and the central bank of issue. 

The Nationalbank is the bank employed by the Government, and has, as stated, periodi- 
cally allowed the Government overdrafts. The bank is a private limited company incorporated by 
law, paying to the Government a due for the monopoly of note issue. By the Act of Incorporation, 
the proportion of cover of the note circulation by a bullion reserve has been stipulated, the pro- 
portion of one-third being in force until July 1925. As the bullion reserve of the bank 
amounts to Kr. 230,000,000 against a note circulation which is at present about Kr. 440,000,000, 
there is a considerable surplus of cover. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

The restriction of credits and also the concurrent decrease of the note circulation have been 
effected by the refusal of the Nationalbank, in co-operation with the leading commercial banks 
of the country, to renew old loans or to grant new ones where such were deemed not to be neces- 
sary. On the other hand, the official discount rate has gradually declined, as shown by the 
following figures: 

From 17. IV. 1920 to 4. V. 1921 . 7% 
» 4.V.1921 » 6.VII.1921 . 6 y2 % 
» 6. VII. 1921 » 5. XI. 1921 . 6% 
» 5-XI. 1921 » 25.IV. 1922 . 5%% 
» 25. IV. 1922  5% 

6. The existence of any artificial control of exchange, with a description of its character and its effects. 
Are holders of foreign bank-notes and credit balances treated differently from native holders ? 

There is no kind of exchange control in this country. Foreign owners of bank-notes and 
credit balances are treated in the same manner as the citizens of the country. Domicile in this 
country is a condition for taxation, apart from taxes on real estate and trade. 



— 63 — 

7- The causes and effects of deflation. 

The principal cause of the decline of prices in this country must be considered to be the 
decline in the world level of prices which commenced in the autumn of 1920. As it has been the 
constant endeavour of the Nationalbank and the leading commercial banks to reduce the note 
circulation of the country, the decline of the world prices naturally affected the price level in 
this country, and the decline of the latter again resulted in the increase of the international and 
actual value of the Danish krone mentioned in Chapter I, section 11, and in section 3 of the 
present chapter. This movement, which in itself was favourable, was, however, accompanied 
by an exceedingly heavy depression of the entire trade of the country, and not until lately, 
by the settling down of the price level, has it been possible to trace slight indications of a coming 
improvement. The decline not only ruined many of the undertakings which had been estab- 
lished during the war boom but a number of old firms came into difficulties by the sudden and 
heavy fall in the level of prices, and as far as the industry of the country was concerned, the 
decline caused a stoppage of sales, because the consumers expected still lower prices. This 
resulted in unemployment to an extent without precedent, as is shown by the following figures, 
indicating the number of unemployed: 

July 1st, 1920  7,787 
January 1st, 1921  52,711 
July 1st, 1921  56,087 
January 6th, 1922  82,825 
July 1st, 1922  39A74 

Partly owing to the decline of the level of prices and partly owing to this serious unemploy- 
ment, the labourers were obliged to agree to considerable reductions in the increased wages 
earned during the last years of the war. When these increases attained their highest figure in 
the fourth quarter of 1920, the average for all labourers was Kr. 2.03 per hour, while in the third 
quarter of 1920 it was Kr. 1.99 an(l in the year 1914 Kr. 0.50. The following table gives the 
average wages per hour: 

Average 1914 Kr. 0.50 
Third quarter 1920  » 1.99 
Fourth » »  » 2.03 
Second » 1921  » 1.86 
Third » »  » j _ jq 
Fourth » »  » 1.69 

No proper wage statistics, corresponding to the above figures, are available later than for the 
fourth quarter of 1921. It may be presumed, however, that the average wage is now about 
15 % lower, i.e., about Kr. 1.45 per hour. 

Undoubtedly the decline in the wages of labour in connection with the settling down of the 
price level has contributed to the fact that industry has to some extent been able to resume 
work, even if conditions are still difficult. 

Generally speaking, it may be said that — even if the great extent of the unemployment and 
the protracted resistance of the workers to the reduction of wages have caused heavy expense 
for the community, both directly in subsidies to the unemployed and indirectly by the loss of 
work through the labour conflict— the social conditions during the decline of prices have had a 
much more orderly aspect than during the increase of prices, when illegal and local strikes by 
smaller or larger groups of workers caused uncertainty in the labour market. 
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III. COMMERCIAL POLICY. 

1. The abolition or establishment of prohibitions on imports or exports or of special permits; the 
abolition or lowering of import or export duties, etc. 

In spite of the great difficulties which, as stated above, affected Danish industry and com- 
merce during the decline of prices, and although a considerable part of these difficulties was 
caused by large quantities of goods being brought into the Danish market, both from countries 
with high and from countries with low exchanges, in spite too of energetic demands from the 
trades affected, the Danish Government was unwilling to take any step towards introducing 
special import duties or import prohibitions. The Government rejected the demand for such 
measures under reference also to the dicta of the Brussels Conference. But further, the 
Government considered it wrong to prevent in this way the decline in the world prices 
from reaching the Danish market, more especially in view of the fact that the economy of the 
Danish community is essentially based on the export of agricultural produce. It was, therefore, 
of the greatest importance not to adopt artificial measures to increase the prices of such goods as 
might be described as being, more or less directly, means of production for agriculture, as an 
increase of this description would affect the ability of Danish agriculture to compete in the 
foreign markets. 

The following measures which were adopted were in accordance with these views: 
The import and export prohibitions existing in the summer of 1920 have all been abolished, 

with the exception of the prohibition on the export of gold, silver and coins, of weapons, munitions 
and apparatus for their production. Further, the import and export of spirits and strong beer is 
only permitted by special licence, owing to the high excise and the control on the manufacture 
of these goods at home, the production of spirits being limited to a certain quantity and the 
production of strong beer prohibited. Further, it is entirely or partly prohibited to import — 
and to produce in this country — footwear containing cardboard, artificial leather, etc. Other- 
wise there are no restrictions affecting trade across the frontier of the country. The rates of 
customs duty have not been altered since 1908, apart from the above-mentioned increase of the 
rates for a number of luxuries (Chapter I, section 9), which increase, however, was entirely 
unconnected with any kind of protection policy, but simply intended to provide an increased 
income for the Exchequer. Accordingly, no special exchange dumping import duties have been 
imposed in this country, and the duties collected on the export of various goods were all abolished 
at the same time as the export prohibitions of the goods in question. 

2. The existence (or abolition) of price discrimination against foreign trade. 

At no time has any price discrimination been effected by this country in exports of goods 
to foreign countries. 

3. The conclusion of: (a) commercial conventions; (b) transport conventions. 

Since the summer of 1920, the Danish Government has not made any new commercial 
treaty, nor any transport convention, apart from those signed also by Denmark at the Barcelona 
Conference on April 20th, 1921, the ratification of which, however, has not yet taken place as 
far as Denmark is concerned. 

August nth, 1922. 



Finland 

I. BUDGETARY MEASURES. 

i. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

The public revenue and expenditure for the financial years 1920 (Closed Accounts) 
and 1921 and 1922 (Budget Estimates) passed by Parliament amount to the following figures in 
Finnish marks: 

Closed Accounts 1920. 

Ordinary Revenue .... 1,734,408,007.38 
Extraordinary Revenue (of 

which proceeds of loans 
118.4 millions) .... 215,726,425.69 

Unexpended balances from 
preceding years .... 139,393,542.99 

Total Revenue 2,089,527,976.06 

Ordinary Expenditure . . 1,471,435,463.47 
Extraordinary Expenditure 618,092,512.54 

Total Expenditure . . . 2,089,527,976.06 

Estimates 1921. 

Ordinary Revenue . . . . 2,154,855,650.— 
Extraordinary Revenue (of 

which proceeds of loans 
237.5 millions  329,295,352.86 

Unexpended balances from 
preceding years .... 186,954,574.66 

2,671,105,577.52 

Ordinary Expenditure . . 1,898,533,679.20 
Extraordinary Expenditure 772,571,898.32 

Total Revenue Total Expenditure . . . 2,671,105,577.52 
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Estimates 1922. 

Ordinary Revenue . . . . 2,127,492,650.— 
Extraordinary Revenue (no 

loans for this year) . . . 41,275,000.  
Unexpended balances from 

preceding years .... 7,891,145.— 

Ordinary Expenditure . . 1,931,295,735.— 
Extraordinary Expenditure 245,363,060.— 

Total Revenue 2,176,658,795.— Total Expenditure 2,175,658,795.— 

If the ordinary budgets only are taken into consideration, it will be seen that the three 
years 1920, 1921 and 1922 show surpluses of 263.0 million, 256.3 million and 196.2 million Finnish 
marks respectively. 

The considerable extraordinary expenditure is principally accounted for by the large sums 
which have had to be written off the accounts and by the depreciation which has taken place 
m the State funds. For example, holdings in Russian roubles have been entirely written off 
and shares issued in German currency have been reduced to their real value according to the 
rate of exchange. 

2. Whether expenditure on armaments has been reduced. 

The budgets for National Defence for the years 1920, 1921 and 1922 give the following 
figures m Finnish marks: 

Year 

1920 
1921 
1922 

Ordinary 
expenditure 

F. mks. 
Extraordinary 

expenditure 
F. inks. 

283,224,900. 
295,341,600. 
273,000,200. 

90,144,484.44 
72,468,200.— 
33,719,700.— 

Total 
expenditure 

F. mks. 

373,369,384.44 
367,809,800.— 
306,719,900.— 

Percentage 
of the total expen- 

diture 
of the State. 

18.4 
13.8 
14.1 

These figures show that the military expenditure at least for the years 1921 and 1922 is 
proportionately less than the military expenditure of a great number of other countries. It 
must also be observed that the defence system of the country is still very young, as it dates 
only from the year 1918, and that for this reason it calls for heavier expenditure than that of 
countries whose defence systems are older and more developed. 

3 and 4. The extent unproductive and unproductive expenditure. 

The Finnish budget of public revenue and expenditure is based on the principle 
of gross entries. The expenditure of public undertakings, whose balance sheets are included in 
the public budget (Railways, Forestry, Posts and Telegraphs) amounts to one-quarter of the 
total public expenditure; the other principal heads of public expenditure are approximately 
as follows. The Central and Judicial Administration 309,000,000 Finnish marks (24 %), Public 
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Education 227,000,000 (17 %), Public Works 193,000,000 (15 %), Public Debt 238,000,000 
(18 %). In the public budget for the period 1920-1922 large subsidies were granted for produc- 
tive purposes, especially to support agricultural production and for the State saw-mills. 

The policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

The consolidation of the independence of the country, and the subsidies granted to 
agricultural and industrial institutions of the State, have involved so heavy charges on the 
Treasury that the Government has been compelled to exercise the greatest restraint with regard 
to the salaries of its officials. The Government has thus been obliged, in conformity with the wishes 
expressed by the Diet, to restrict the number of officials, to increase the office hours, and at the 
same time to simplify the organisation. In spite of these measures, it has not been possible 
to diminish the total number of officials, as the independence attained by the country has occa- 
sioned the creation of a large number of new services and of new branches of administration. 

The fact that the State revenue has had to be used for an increase of the Civil Service 
imposed on the Government the obligation, in dealing with its officials, to employ a method 
by which only those who have small salaries, and particularly the lower grades, have been able 
to receive salaries in proportion to the cost of living, whereas in the higher grades salaries have 
not been increased in the same proportion. For instance, the salaries of the higher officials for 
the year 1921 were only 250-350 % higher than the salaries paid in 1914, whereas the cost of living for 
the months of January and April of the same year showed an increase of 1,100 % compared 
with 1914. Extra bonuses have been granted to all officials, whatever their grade, who have 
children to support. These bonuses have amounted to 150 Finnish marks per month for each 
child under the age of 18 years. 

This method, rendered necessary by the present crisis, is certainly not in the long run in 
conformity with the interests of the State, and ought not to be prolonged more than is necessary. 
The Government has accordingly taken steps with a view to introducing a new system which 
would favour specially qualified officials, and it is anticipated that the new system will soon come 
into force, at least partially. 

The expenditure of the State for salaries to officials is as follows: 

(Finnish marks) 
For the year 

» » » 
» » » 

1920 approximately 435,500,000.— 
1921 » 550,000,000.— 
1922 » 565,000,000.— 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 

There are no subsidies on foodstuffs, etc. 

7. Charges for unemployment. 

Unemployment has not been severely felt, nor has it been necessary to provide for any 
unemployment doles in the budgets for the years 1921-1922. 

8. The financial position of public undertakings. 

The receipts and working expenses of the following Public Undertakings (Forestry, 
Railways, Posts and Telegraphs, Manufacture of Yeast and Alcoholic Liquor), according to the 
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balance sheets of the closed accounts of these undertakings for the years 1920 and 1921 and accord- 
ing to the budget estimates for the year 1922, were as follows: 

Year Receipts 

(Finnish marks) 

Working Expenses Balance (Surplus +, Deficit -). 

1920 
1921 
1922 

1920 
1921 
1922 

1920 
1921 
1922 

1920 
1921 
1922 

1920 
1921 
1922 

130,625,764.61 
146,500,000.— 
140,848,000.— 

378,408,457.12 
461,472,202.03 
443,600,000.— 

54,263,608.56 
72,404,267.15 
59,000,000.— 

13,110,599.95 
18,275,775.64 
16,120,000.— 

Forestry. 

64,117,326.60 
103,250,000.— 
94,599,800.— 

Railways. 

303,357,214-18 
404,309,328.79 
402,557,289.— 

Posts. 

53,133,223.06 
70,334,370.17 
63,416,469.34 

Telegraphs. 

10,749,652.68 
14,027,432.63 
14,561,595.— 

+ 66,508,438.01 
+ 43,250,000.— 
+ 46,248,200.— 

+ 75,051,242.94 
+ 57,162,873.24 
+ 41,042,711.— 

+ 1,130,385.50 
+ 2,069,896.98 
— 4,416,469.34 

+ 2,360,947.27 
+ 
+ 

Manufacture of Yeast and Alcoholic Liquor. 

33,506,721.57 
48,426,574.86 
47,000,000.— 

21,723,994.25 
30,863,605.17 
28,920,720.— 

+ 
+ 

4,248,343.01 
i,558,405.— 

+ 11,782,727.32 
17,562,969.69 
18,079,280.— 

9. The introduction of new taxation. 

Only two new taxes have been voted since the time of the Brussels Conference, viz.: 
an excise duty on matches and a tax on interest and dividends payable by foreigners. The laws 
regarding these duties are dated December 30th, 1921. The yield from each of these taxes has 
been estimated at 15,000,000 and 6,000,000 Finnish marks respectively. 

10. Methods of raising money by loans, whether by: (a) long-term loans; (b) short-term loans in 
the open market; (c) loans direct from the central bank leading to further new inflation. 

In general it is not possible at present to obtain loans on the domestic money market. 
In February 1921, the Government contracted in Scandinavia a 6 % % loan payable at the end 
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of 10 years. The proceeds of this loan were used to write off from the Treasury the so-called 
Russian assets. It has not since that date been necessary to contract new loans and it has even 
been possible materially to diminish the floating debt. At the end of the year 1920 the advances 
obtained by the Government from the Bank of Finland and private banks amounted to 530,017,700 
Finnish marks, of which the contribution of the Bank of Finland was 303,700,000 F. marks. 
The floating debt has since been diminished to such an extent that the advances obtained from 
the private banks had already been entirely repaid by September 1921, and only the sum of 
125,000,000 F. marks still remains unpaid on the advances from the Bank of Finland. These 
outstanding balances could also have been repaid, but the repayment has been purposely delayed 
and only made gradually in order not to prejudice the economic life of the country. 

11. The influence of foreign loans and trade balances. 

The influence exercised by foreign loans on the financial situation of the country has 
not on the whole been unfavourable, as is shown by the fact that the trade balance which, in 
the year 1920 still showed an import surplus of 700,000,000 F. marks, in 1921 showed an import 
surplus of only 106,000,000 F. marks. For the first four months of this year the balance has been 
much more favourable than during the same period of last year, and there is reason to believe 
that the balance at the end of the current year will show a material export surplus. 

12. The effect of local and provincial finance on the budget of the State. 

With the exception of a single unimportant case, it has not been necessary for the State 
to subsidise municipalities or other local bodies. Their position has rather shown a tendency to 
improve since the passing of the new law on compulsory education, in accordance with which the 
State bears a large share of the expenditure for public education. 

II. MONETARY MEASURES. 

1. The increase or decrease of the note circulation. 

The total note circulation of the Bank of Finland (no other banknotes have circulation 
in the country) between June 30th, 1920, and May 15th, 1922, is shown in Annex I. 

2. The influence of Government expenditure on currency. 

The advances made by the Bank of Finland to the Treasury reached their maximum on 
June 30th. I920» since which date they have diminished. As a result, in so far as the State finances 
have influenced the monetary situation, that influence has been in the direction of deflation; 
the repayment of the advances made by the Bank of Finland entailed a decrease in the note 
circulation during the summer of 1921, and the collection of overdue taxes in 1920 and 1921 made 
the situation of the money market more difficult and contributed to the maintenance of the 
high rate of interest. 
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3. The repayment of floating debt and the effects thereof. 

The changes that have taken place in the floating debt since June 30th, 1920, are shown 
in Annex II, in which the foreign floating debt has been converted at the rates of exchange 
obtaining at the time the borrowed funds were drawn upon. It will be seen from the Annex 
that the external debt slightly increased during the period reviewed, whereas the internal debt 
was considerably diminished. 

The floating debt consists to the greater extent of advances from the Bank of Finland and 
private banks against Treasury bills. It should, however, be noticed that nearly all the bills 
taken up by the private banks were rediscounted by the Bank of Finland. When these bills, 
which constituted the collateral for the note circulation, were redeemed, there followed a decrease 
in the note circulation from March to August, the effects of which were materially mitigated 
by the Bank of Finland by all means at its disposal. Nevertheless, the decrease in the number 
of notes in circulation made the already strained situation of the money market still more dif- 
ficult. For this reason, and also because there were no other methods of preventing the decrease 
in the total of paper money in circulation, the redemption of State bonds held by the Bank of 
Finland was suspended in the middle of September 1921, and at the same time a modification 
of the basis of issue of Bank of Finland notes was prepared, admitting a variation in the total of 
paper money in accordance with the needs of commerce and industry and without taking into 
account the decrease in the number of State bonds. The new Act has been in force since December 
30th, 1921. 

4. The connection between the Government and the central bank of issue. 

The Bank of Finland is “guaranteed and supervised by the Diet”; it is, therefore, a State 
bank. But before the war the State did not enjoy any priority with respect to credit. The posi- 
tion of the State can be described as privileged only during the period from July 27th, 1918, to 
December 30th, 1921, when the State bonds formed part of the cover for the issue of notes. 
But even during that period the Governors of the Bank had a discretionary right with regard 
to the acceptance of State bonds. By the Law of December 30th, 1921, the basis of the issue of 
Bank of Finland notes was modified in such a way that liabilities of the State after that date can 
neither be used as cover for the total of notes issued nor as cover for that portion not covered 
by gold. State bonds are thus in a less favourable situation than commercial bills, which can be 
included in the supplementary cover just mentioned. The Bank of Finland can therefore, in 
the future, only open credits to the State within the limits of its reserve of paper money and 
only so far as it holds a sufficient number of bills as supplementary security to cover the increase 
in the total number of notes necessitated by the credit granted to the State. There is, however, 
at present no need for further short-term credits to be made to the State. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

No special control has been exercised regarding the granting of credits. The minimum 
rates of the Bank of Finland since the beginning of the year 1920 have been as follows: 

From March 23rd, 1920   8 % 
From November 10th, 1921   9 % 

6. The existence of any artificial control of exchange, with a description of its character and its effects. 
Are foreign holders of bank-notes and credit balances treated differently from native holders ? 

Control was exercised over dealings in foreign exchange from May 27th to October 28th, 
1920. The control of the foreign exchange market latterly in force aimed, on the one hand, at 
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the limitation of the sale of foreign exchange in order to guarantee that the available supply 
should be used only for the payment of imported goods and for other egal purposes; and, on 
the other hand, at the prevention of the purchase of foreign exchange by means of Finnish 
monies without the permission of the competent authorities. It became evident, however, at 
the end of 1920 that these regulations were being evaded to an ever-increasing extent, and the 
control having thus gradually lost its efficacy, it was determined to abolish it. This decision 
was also influenced by the improvement in the balance of trade, which rendered the control less 
necessary. The actual exchange control was accordingly abolished by a Decree dated October 
28th, 1920. Only certain clauses remained in force, namely, those limiting the number of persons 
who were entitled to carry on business in foreign exchange and also those which imposed upon 
such persons the obligation to give information concerning their business to the authorities. 
Since the abolition of the exchange control, foreign holders of Bank of Finland notes and credit 
balances are in the same situation as national holders. 

7. The causes and effects of deflation. 

There has been no deflation in Finland except during the period March to August 1921 
and then only to a small extent. The repayment by the State of the advances from the Bank 
of Finland caused at that time a decrease in the total note circulation from about 1,490,000,000 
marks to about 1,330,000,000 marks. This decrease influenced the situation of the money market 
and probably counterbalanced in some degree the influence of the high rate of exchange on the 
price level. 

III. COMMERCIAL POLICY. 

Prohibition of import and export of most commodities was repealed as from February 12th, 
1921, by a Decree of the Ministry of Commerce and Industry dated the 9th of the same month 
(even before this the export of certain commodities had been free). Since that date and since 
the expiration on April 9th, 1921, of the validity of the law regulating commerce, promulgated 
on May 27th, 1920, and of the Decree of the Council of Ministers dated 31st of the same month, 
based on that law, foreign trade has in general been free. Nevertheless, a Decree of the Council 
of Ministers dated May 27th, 1921, based on a law promulgated on the 21st of the same month, 
regarding the right of the Council of Ministers to make regulations with regard to trade with 
Russia, Esthonia and Latvia, stipulates that it is forbidden to export to Russia or to import 
from Russia, commodities, securities and cash without a permit from the Ministry of Commerce 
and Industry or from the authority designated by this Ministry. 

The few exceptions to freedom of trade which still exist do not aim at the control of com- 
merce as such but fall rather into the group of regulations dealing with public health and security 
and similar matters. Thus, there still remains in force a Decree of the Senate, dated April 17th, 
1918, which forbids the import, without a permit from the Senate, of fire- arms and ammunition, 
except those addressed to the Government or to the Higher Command of the Army. The import 
of alcoholic products is a State monopoly by virtue of a Decree dated May 29th, 1917. The 
same applies to the import of methylated spirits as laid down in a law promulgated on February 
6th, 1920. In accordance with the law regarding trade in cereals promulgated on December 30th, 
1919, the Ministry of Agriculture prohibited as from January 18th, 1922, until further notice] 
the import of the grain of timothy grass, except that coming from Esthonia, and the import 
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of the grain of red and hybrid clover and of foxtail grass, except that coming from Sweden, 
Norway or Esthonia. In order to protect the country against certain contagious diseases of 
domestic animals, the import from all countries, except Sweden and Norway, of live cattle and 
sheep and of goats and pigs and also of animal products has been forbidden until further notice. 
To avoid the spread of diseases of the hoof, the import of horses from Russia, Esthonia, 
Latvia and Lithuania is forbidden until further notice. The prohibitions regarding domestic 
animals were laid down in a Decree of the Council of Ministers dated September 22nd, 1921, 
which, however, authorises the Ministry of the Interior to permit individual exceptions. The 
import of white (yellow) phosphorus is prohibited by a Decree dated October 7th, 1921, regarding 
the validity in Finland of the International Convention signed at Berne on September 26th, 1906. 

By the Decree of the Council of Ministers dated September 8th, 1921, based on the law of 
March 24th, 1921, the right to deal in securities is open to the Bank of Finland, private banks, 
banking houses and other houses registered on the commercial register which have been autho- 
rised by the Ministry of Finance on special application. 

With regard to Customs duties, the following laws have been passed since the beginning 
of 1920, viz., the law of March 10th, 1920, regarding the increase in the Customs duties for the 
year 1920, and the law of the same date on the import and export licences and the additional 
export duties for the year 1920, the law of February 28th, 1921, regarding the collection of 
Customs duties and of additional export duties for the year 1920, and, finally, the law of December 
30th, 1921, on the Customs tariff and additional export duties to be applied during the year 
1922. 

Of the above laws, that of December 30th, 1921, on the Customs tariff is the only one which 
is still in force in addition to the Customs Decree of the year 1919, in so far as it contains general 
regulations on Customs duties and on the application of the Customs tariff. This law authorises 
the Council of Ministers to raise, for the financial year 1922, the import duties on certain items in 
the tariff approved by the Chamber up to four times their previous value and to reduce certain 
other duties by not more than a third and also to forbid the entry of commodities, the import of 
which they consider unnecessary. This law also authorises the Council of Ministers to fix the 
additional export duties for the year 1922. Availing themselves of this law, the Council of Minis- 
ters, in a Decree dated December 30th, 1921, raised the import duties on certain commodities for 
the year 1922, and by another Decree of the same date, fixed the additional export duties for the 
same year. 

With regard to Customs policy, it must be mentioned that, in the elaboration of the tariff of 
February 28th, 1921, not only the protection of national industry and the State revenue were 
considered but also, and especially, the influence of the tariff on the balance of trade. Luxuries 
and other superfluous articles were, therefore, taxed with high duties. In order to take into 
consideration the changed conditions, the law which raised some of the import duties for the year 
1920 authorised the Government to increase up to ten times their former value the duties on 
over a quarter of the items. The Council of Ministers, in a Decree dated March 15th, 1921, did 
in accordance with this law increase the duties on these items by several times their former value. 
For fiscal reasons it was not thought possible to dispense as yet with the additional export duties 
although these duties were materially reduced by a Decree of April 15th, 1921. 

The Customs tariff now in force rests chiefly on the same basis as the tariff of the year 1921. 
By the Law of December 30th, 1921, the duties were again raised, particularly with a view to the 
protection of national industry and for the balance of trade and also by reason of the depreciation 
in the value of money. To ensure more flexibility in its application, it authorises the Council of 
Ministers to raise the duties on the less-necessary commodities, which include about one-third 
of the items of the tariff, up to 300 % and also to reduce by one-third the duties on some commo- 
dities of primary importance. The Council of Ministers has also the right to prohibit the 
import of luxuries, properly so-called, with a view to the protection of the Finnish rate of exchange. 
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By a decree dated December 30th, 1921, the Council of Ministers raised the duties on the less- 
necessary commodities. 

With regard to the export duties, it was considered that exports in general should be 
exempted from customs duties, but that revenue considerations prevented as yet the complete 
amplification of this principle. However, the number of commodities on which an export duty 
was imposed was considerably diminished, and not only the additional export duties fixed by 
a decree dated December 30th, 1921, but also the export duties, properly so-called, were reduced, 
though to a less degree. 

In the commercial treaty between Finland and France, signed on July 13th, 1921, and put 
into force as far as customs duties were concerned on July 21st, 1921, several reductions in the 
increased import duties and in the additional export duties, as decreed by the Government, were 
granted to France by a decree of the 16th of the same month. 

By virtue of Section IV of the customs decree of the year 1919, it is a general principle that 
commodities imported in a foreign vessel are not subjected to higher duties than commodities 
imported in a Finnish vessel; Section V of the same decree contains a regulation aiming at the 
prevention of “dumping harmful to home production, in accordance with which a supple- 
mentary duty can be charged in cases of dumping corresponding to the difference between the 
current price of the commodity in its country of origin and its export price. 

The following figures show the development in the foreign trade of Finland in the years 
1920-1921: 

Germany  
Great Britain  
United States of America 
Sweden  
Denmark  
Netherlands  
Brazil  
France   
Dutch East Indies . . 
Belgium  
Esthonia  
N orway  
Argentine  
Czechoslovakia .... 
Switzerland   
Italy  
Spain  
Canada   
Latvia  
Russia  
Other countries .... 

Imports. 
Millions of F. marks 

1921 

Total 

1,206.3 
709.8 
610.4 
267.2 
243-4 
190.2 
77-- 
45-i 
33-6 
30.1 
28.1 
24.8 
23-7 
16.2 
14.1 
9.9 
6.4 
4-3 
4.- 
-•5 

37-9 

1920 

3,583-- 

6ll.2 
1,002.8 

794.8 
385-1 
179-7 

55-2 
47-2 
29.6 

167.8 
42-3 
i5-~ 
33-7 

133-3 
-•7 

27.1 
15-7 
15.6 
16.1 
I2.~ 
I. 2 

40.4 

Exports. 
Millions of F. marks 

1921 

3,626.5 

369.2 
UI44-- 

275-4 
405.1 
164.7 
272.5 

10.4 
215-7 

187.3 
50.9 
39-4 
22.6 
-•3 
-.2 
8.8 

40.4 

8-9 
55-5 

114.4 

1920 

3,385-7 

134-7 
1,257.6 

192.6 
239-4 
156.7 
250- 

54-6 
229.9 

-•3 
140.7 
16.- 
25-3 
57--' 
-.1 
-.1 

1 .- 
64.7 

I7-1 

8.- 
80.6 

2,926.4 

May i%th, 1922. 
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ANNEX I. 

Note Circulation of the Bank of Finland. 
June 30th, 1920 — May 15th, 1922. 

1920 June 30 . . 
September 30 
December 31 

1921 March 31 . . 
June 30 . . 
September 30 
December 31 

1922 March 31 . . 
May 15 . . 

(Finnish marks.) 
1,206,223,619 
I,30I,773A53 
1,341,041,560 
1,476,025,723 
1,398-586,192 
1,415,735-338 
1,356,108,067 
1,441,226,265 
1,387,805,937 

ANNEX II. 

Floating Public Debt of Finland. 
June 30th, 1920—April 30th, 1922. 

(Finnish marks, ooo,ooo’s omitted.) 

End of Month 

1920 June . . 
September 
December 

1921 March . . 
June . . 
September 
December 

1922 March . . 
April . . . 

Internal 

661.8 
625.1 
589.O 
534-0 
422.3 
294.4 
286.3 
248.6 
243-3 

Floating Debt. 

Foreign 

IIO. 2 
116.5 
136.5 
136.5 
136.5 
149.2 
156.1 
156.1 
I56.I 

Total 

772.0 
74I 
725 
670 
558 
443 
442 
404 
399 

Movement 

30.3 
l6.2 
55-o 

in.7 
115-2 

1.2 
37-7 
5-3 



Hungary. 

I. BUDGETARY MEASURES. 

Summary of budgetary developments in the period from the summer of 1020 to the 
END OF THE FINANCIAL YEAR Ig21-ig22. 

I* H°2mJhe exPenditure (including the service of the debt) has been covered by ordinary 

As regards the extent to which budget expenditure has been met from ordinary revenue 
we shall not be able to give a definite reply until the State accounts have been finahy closed’ 
It may, however be stated at once that ordinary expenditure has been covered by ordinarv 
revenue, !n view of th0 fact that, according to the estimates for i92i-I922 riu^pL bMance S 
939’ 9 '328 Kr. is shown m the accounts for ordinary administration. The excess of actual 

■—; - —■ —-4 “« 

2. Whether expenditure on armaments has been reduced. 

!t was not possible to effect a reduction in the appropriations for armaments because we 
were obliged under the terms of the Peace Treaty, to maintain an army of re^ruiSd solders It 
a very much higher cost than would have been necessary if the English territorial system which 

IIh3?lSed’had beei? ad°pted- The dePreciation in the value of the korona has resulted in a very noticeable increase of current expenses for the maintenance of the army and although we have 
reduced the cost of equipping our soldiers (everything was taken from teem kt the time of the 
Roumanian occupation) below the sum allowed under the provisions of the Peace Treaty never- 
theiess the figure of 3,600 million Kr., as estimated in the budget for i92i-i922 haslisen to 
5,798 millions; of this sum 2.4 milliards are required for personal allowances in consequence of 
the very high pay which the soldiers receive. It should be observed that we have so fa? found it 
unpossible to pay the cost of first equipment, and we still have a debt of 2.6 Sards S.der thal 

3 and 4. The extent of productive and unproductive extraordinary expenditure. 

hfVe^diStjngUiS
1?

ed be,tween unproductive and productive expenditure by including under 
the latter head only really useful investments. This expenditure amounted, during the financial 
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year 1920-21, only to the sum provided for in the Finance Law, whereas during the financial 
year 1921-22 the sum actually spent on account of investments amounted to 974,120,017 r. 

5. The policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

Since the summer of 1920 no measures have been taken to modify the old system of remune- 
rating officials. It will, however, be realised that, as the conditions of life became gradually worse 
in consequence of the depreciation of our currency and the removal of economic restrictions, 
the salaries of officials have had repeatedly to be raised. . . . , , , , 

The introduction, in March 1920, of the system of granting allowances m kind at reduced 
prices, and the increase of salaries as from August 1st, 1920, gave rise to the hope that it might 
be possible to avoid a further increase of salaries for a considerable period. It is true that, ev 
at that time, salaries were insufficient, but we were counting upon an improvement m our cur- 
rency which would have automatically improved the conditions of our officials. These hopes 
were ’not realised, and the temporary rise in our currency at the beginning of was soon 
followed by a swift depreciation, with the result that we were compelled to grant to officials, 
as from April 1921, fresh subsidies, which have since had to be increased on several occasions, 
in October 1921, in February 1922, in May 1922 and finally in August. 

These increases were always made, as had been the case during the war, in the form 0 s - 
dies, for we constantly hoped that the value of the crown would soon increase or ^at at ^ 
we might count upon an improvement of the conditions which had necessitated the 
subsidies. But the subsidies which were granted always proved insufficient m view of the constant 
increase in prices and the increasing difficulties of the conditions of life. Indeed, considerations 
of economyP often compelled us to make distinctions between the various categories of officia s 
as regards the amount of the subsidies, with the result that the system of payment of our officials 
was rendered so complicated that it is almost impossible to give a general description of it. 
The Government has therefore decided to establish at an early date a new system of payment 
which shall be clearer and simpler than the almost inextricable system at present in force, una 
the new system the numerous classes of subsidies will be abolished and ^nlfor

d
m 

be made. This unification and simplification cannot, of course, be effected without a resn 
increase in the amount of the allowances, since it would be impossible to reduce those of the 
higher-paid categories, and, moreover, the increase in the cost of living, which is ever growing 
more intolerable, makes it essential to increase considerably the present allowances. 

This rise must, of course, apply to all classes of allowances; it will therefore be necessa^ 
to increase not only the cost-of-living subsidies and the grants made m addition to salary, but 
also relief granted to large families, rent subsidies, overtime grants, daily travelling allowances, 
etc and if will also be necessary to increase proportionately the allowances made to pensione , 
widows and orphans, including those to disabled soldiers and war widows and orphans. 

With regard to the figures, we may observe that, as matters stood in the summe 9 , 
the ffilowances made to officials, pensioners, widows and orphans Arisen 
to 4,600 millionKr. a year; on July 1st, 1921, the sum required for these P^Poses had nsen 
roughly speaking to 6,200 millions and on July 1st, 1922, to 18,000 million Kr. Allowing tor 
the subsidies which were recently voted (as from August), 24,000 million Kr. will now be needed 
annually. remunerating officials has not yet been changed in order to employ a method 

which would Stablish, on the basis of the respective index numbers, an organic connection 
between the increase in the cost of living and the amount of the anowances. 

The Hungarian svstem of remuneration contains, however, one factor which adapts itseu 
to the condWonsTf We and ensures for the official an automatic increase in hts allowances in 
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Sf°L Th f ^ 1186 m he C° of llvmg; and this factor. again, entails a fresh burden on the 
in ff /fl

The f/?°r m qUef10n conslsts of the grant in kind, at reduced prices, of certain food- 
• S su§ar’ salt and potatoes), and further, of periodical distributions at moderate prices, of fuel, boots and clothing materials. It is only by means of this system of selling articles 

at reduced prices that it has been possible hitherto to do without index numbers and that officials 
have been able to maintain themselves at all. officials 

that thP Srant °f allowan<fs ia kind at reduced prices signifies, from a budgetary point of view at the expenditure of the State increases automatically in the same proportion as that in 
which general living conditions become worse. But the State budget is favoured rather than 
otherwise by this system, since expenditure under this head does not increase the cost of living 
and does not introduce the vicious circle which is the inevitable result of the system of ndex 

iW • i ^ ^ allowances in kind at reduced prices are less expensLe ?han constat 
individuals” ^ masmuch as the State always makes its purchases at a lower price than 

As we have just explained, a repeated deterioration of the conditions of existence results in 
proportionate increase in the cost of the grant of articles at reduced prices The situation 

may be expressed in figures as follows:- Whereas in the summer of 1020 the expenditure 

?.C?aS!0ne y a °wances °f this kind amounted to approximately 3,000 million Kr a year 

LthtTaraetJreL^LT?^0 " “pillion we must reckon^ a 
is only jSfb^innin, "0^;^Ic^jf10” ^ ^ ^ ^ m0“‘hs 

remul^ationToffirS4 haS
tn

hUS ^ t0 S
t
UPP°rt a Very heavy increase in “Penditure for the 

be expected In orferM H tlle aumn!er of ^20- and a further increase of these liabilities must 
every effort to1*1 tn v f •heaVy C°StS 30 far “ Possible'the Government is making 
leaTornvrl i reduca tha "urubf of its employees, and the budget of 1921-1922 shows very 
fshed fn the ?„tl hlS l',reCtl°n; ab°U,t I0’000 P°sts have been abolished and others will be abol 
Unfortunately4 thUeff0 t PTIP °f "ot

u
filling Posts which become vacant has been applied, 

beenthwarted' ahkelUe5 ““t 6 ^ °Itha G°™rnment to reduce the number of posts have 
Sion StaTes Whom theH COntlnaoUS mflUX °f °fficials exPeIled from the territory of the Succes- 
tomed difftllff ‘1 ^u"garlan Government is morally bound to support, and by the unaccus- 
to the comnllechWhlCh-haVe made the W°rk °f administration much more comphcated, owing 
steenetl Thl Chan«® ” arcumstances, so that it is impossible at present to lork at noma! 
in which thllumbel of offiH W"" ad”mls‘ratlye departments, e.g., the Finance Department, 

f :
mca tne number of officials cannot be reduced and has wen had to be increased Increa^ 

bLome slperfluoul inlT’d" efffCted,in
f 
the first instau« bv nominating officials who have 

granting anolalesIlkiniT1'11?61'! vro^me gradually to put an end to the system of 
tak • H .• 1 dr reduced prices, but the only action which it has been able to 
themselves prod “er^ln Ih ‘0 WlthdraW these allowances in kind from officials who are producers, in these cases a pecuniary allowance is granted instead. 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 

and rther^ce^sariet^lifeTe04 “f57’18^0 Kr. on food subsidies and subsidies for coal 
granted to State Xi^ Anlrt f being reqUired for the maintenance allowances g anted to State officials. Apart from officials, private soldiers and non-commissioned officers 
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of the army and of police organisations, as well as pensioners in hospitals and other humanitarian 
and charitable institutions, receive a special grant of flour, which is accorded to them in monthly 
rations at a price below the market price. 

7. Charges for unemployment. 

No unemployment benefit has been paid; no credit has been granted for that purpose and 
no expenditure has been incurred. 

8. The financial position of public undertakings. 

1. State Railways. — Owing to the fact that the Peace Treaty deprived us of two-thirds 
of our territory, we have been obliged to establish more than 50 frontier railway stations, and 
very heavy expenditure will still be necessary under this head for a long period, as well as the 
employment of a large staff. We lost most of our locomotives and stock as a result of the Rou- 
manian occupation, and it is extremely difficult for us to supply these wants owing to the lack 
of raw materials and of capital. The precarious situation of the railways is rendered still more 
acute by the fact that, in a country like Hungary, which is almost exclusively agricultural, 
traffic is limited to a few months of the year (from August till the end of January), while during 
the other months the system is not operated up to its full capacity. The operation of the btate 
railways in the financial year 1921-1922 resulted in a deficit of 4,993 million Kr ; the remainder 
of the deficit will be covered by the proceeds of the Land Redemption Levy. In order to meet 
the uncovered deficit, rates have been raised twice — in March and in August 1922, annua 
receipts of 4.4 milliards are expected from the first increase and 2.5 milliards from the second. 
We may add that measures will soon be taken to increase the rolling-stock, and the orders which 
are about to be placed will be paid for at once, so that a deficit will be inevitable m the future 
also. 

2. Postal, telegraph and telephone services. — The operation of these services showed a deficit 
of 63.2 million Kr. in 1920-1921, whereas the period 1921-1922 showed a surplus of 119.2 millions. 
This is, however, merely an apparent surplus for the most part, since the department in 
question obtained from the public, as contributions to the postal, telegraph and telephone ser- 
vices, advances for future enterprises amounting to 187.4 million Kr. In order to increase 
the receipts from these services, rates were raised by 39 % as from July 1st, 1921, and y 7 /0 

as from January 1st, 1922. This department has also been burdened with a loan of 150 million 
Kr., contracted with a view to the installation of a new wireless station. 

3 State agricultural establishments. — The year 1920-1921 showed a deficit on the year’s 
working of nearly 50 million Kr. In consequence of the rise in price of agricultural products, 
the year 1921-1922 showed a surplus of n millions. In order to supply the deficiencies as regards 
both implements and live stock, we are endeavouring to equip these estates with better industrial 
appliances. 

4 State foundries. — The loss of carboniferous regions and the fall in the value of thekorona 
have considerably increased the difficulty of obtaining raw materials. Consequently, the period 
1921-1922 shows a deficit of 212.6 million Kr., as compared with a surplus of 72 millions 
in 1920-1921. 
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General observations. 

Ihe aPpr°fmate costs of administration during the budget years 1920-1921 and 1021-1023 are shown in the accompanying tables (Annex). These data, which must be regarded as oro 

thefact tUhaftheeestnimaTeC0UntS ^ll b<ien f"? UP' di£fer fr0m the bud8et esti”ates °™S to the tact that the estimates were m all cases based upon the average rates actually quoted for the 
Hungarian korona. At the time when the budget for 1920-1921 was prepared (Februarv 1020^ 

^“tl" ft ^ 2'27’ “I1116 budget f°r I921-1922 was based a q^tXn ot 2..'is, while the general reduction in market pnces was taken into account. The depreciation 
of the crown which has taken place in the meantime and the constant increase in the cost of 

of requhements7 We havfd “ eXpenditure in spite of the most scrupulous restriction requirements. We have done everything in our power to obtain a larger revenue- but all 
our efforts to re-establish equilibrium in our budget will be of no avail until the question of 

country0"8 " satlsfactorily titled and the Commissions of Control have finally left tte 

t“
r t0 ™ee* *e *ficit, recourse has been had — apart from the resources of the budget 

TjriK.is1iis,3r£r5,’'6,f KrJ 

We would further point out that all the above data refer to the position as on June 30th, 1922. 

9. The introduction of new taxation. 

Laws passed in 1920. 

With the object of increasing the State revenue, the rates and the total yield of the various 

WeH f uf5 Were conslderably “teased under the provisions of Law XVIII of 1,20 It wS 
crTwns ° taln- “ 2 reSUlt °f ‘heSe rates’ an additi» revenue of98oo mhho" 

The following changes have been made in the various classes of tax: 
Land tax. — The land tax has been increased tenfold. 
Tax on. buildings. — This tax applies to two different classes of property As the tax on the 

first class i.e on houses let for hire, is already sufficiently heavy no increase has bee^ made 
On the other hand, the tax on houses which are not let for hire ha^ been ^ 

tenfoffi^ t! q Casel Where .the tax was ver7 sma11- In these cases the rate has been increased d, while m the remaining cases the increase is only five or six times the former rate. 
The tax on profits has also been increased 

-f Sr, s sd;,r; -s-f 
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about 0.033 per cent, on a total value of 20,000 Kr., about 0.1 per cent, on 100,000 Kr., about 0.2 
per cent, on 500,000 Kr., about 0.4 per cent, on 1,000,000 Kr., about 0.55 per cent, on 2,000,000 Kr., 
0.7 per cent, on 4,000,000 Kr., 1 per cent, on 15,000,000 Kr., and 1.5 per cent, on 40,000,000 Kr. 
and over. 

Law IV of 1920 raised the former rate of the additional hotel tax from 3 Per cent, to 20 per 
cent. As a result of this increase, it is hoped to add 100,000,000 Kr. to the revenue. 

Laws passed in 1921. 

The taxes on fire-arms and sporting arms have been raised and, as a result, it appears likely 
that the tax on fire-arms will yield an additional 1,000,000 Kr. and that on sporting arms 20,000,000. 

Under Law XVIII of 1921, mines belonging to firms which are compelled to publish extracts 
from their accounts will no longer be liable to pay the mines tax, which amounts to 5,7 an<:|10 Per 

cent., but they will be liable to pay the general tax on profits imposed on businesses which are 
compelled to publish extracts from their accounts (joint-stock companies). In the case of industrial 
concerns, the rate of the latter tax is graduated from 10 to 18 per cent., and is imposed on the 
annual taxable profits of the undertaking in relation to paid-up capital. This provision has very 
substantially increased the public burden imposed on mines belonging to joint-stock companies. 
The number of privately-owned mines in the country is so small, and these concerns are so 
unimportant, that there are scarcely any taxpayers liable to pay the mines tax and the yield 
is wholly insignificant. . , _ ^ , , 

Under Art. 17 of Law XXIII, passed in 1921, a special tax granting to the State a part ot 
the rents has been levied, in addition to the ordinary tax on rents since the third quarter of the 
year 1921. This tax is imposed on all buildings liable to pay the buildings tax and also on buildings 
which are wholly exempted from that tax under a special law but which are let for hire. The por- 
tion thus due to the State is 20 per cent, of the rent, as defined in the law to which reference is 

Two laws relating to a non-recurring levy on property are intended to secure the early 
restoration of the financial and economic situation of the State by means of heavy taxes on pro- 
perty. These two laws, which have already been promulgated, contain the following prohibitions: 

The first law regarding the levy on property, No. XV of 1921, deals with the taxes payable 
on savings deposits and deposits on current account, deposits in cash which are kept separately, 
shares of national joint-stock companies and national co-operative societies and on foreign money 
cllicl. ^llSJTCS 

The revenue anticipated as a result of this law is estimated at a sum of 3,000,000,000 Kn; 
the application of the law, most of the provisions of which have been enforced, has so far brought 
in to the State a revenue of 3,167,000 Kr. ,, x . , , 

The second law regarding the levy on property, No. XLV of 1921, applicable to land and 
premises (including installations), stocks of goods, industrial concerns and certain other classes 
of property (gold, plate, jewels, precious stones, pearls, mechanically propelled vehicles tor the 
transport of persons, and race-horses), is ready to be put into force at any moment. ^ 

A yield of 20 milliards is anticipated under this head. Owners of country estates 01 less than 
1,000 acres have so far paid 3,900,000 Kr. in cash, in war loan bonds and in Treasury certificates. 
Owners of country estates of ovir 1,000 acres were compelled to hand over to the Government 
lands the net yield of which, as recorded in tht land register, amounted to 4,400 000 Kr i.e., 
an area of about 400,000 acres. These lands, obtained from the levy on property, will be employed 
for the purpose of carrying out agrarian reforms. The sum of iy2 to 2 milliards, which te 
farming leases of these lands — henceforward national property — will yield, will be applied to 
the same object. , . . , • 

A third bill with reference to a levy on buildings is in course of preparation, and it is esti- 
mated that it will bring in 1,000,000,000 Kr. 
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A levy in respect of exemption from military service was instituted by Law XIII of 1021; it is 
to be paid by all persons who did not serve, for any reason whatever, as combatants during the 
world war of 1914 to 1918. This tax will be graduated. The amount to be paid is assessed on 
the basis of the income tax and the tax on the property of the person liable to pay the tax and if 
necessary on the basis of his military tax. It amounts to from 5 to 30 times the property tax, or 
from a half to four times the income tax, or from 10 to 50 times the military tax, respectively, 
of the taxpayer concerned. J 

u- far n0t been Possible’ in view of the extremely complicated administrative work which that measure will necessitate, to give effect to the law regarding the military service 
exemption levy At present the administration is engaged on much more urgent work connected 

WuthifSKSeSSmeri^S whlch
J

are behindhand, and it must deal in the first place with classes of taxes which bring m large and immediate returns to the State. The war service exemption levy will 
scarcely bring m 300.000,000 Kr. ^ 

Laws passed in 1922. 

• r®gards ^ land tax> Law XXI of 1922 enacts that this tax should be assessed for the period between July 1st, 1922, and the end of June 1925, in accordance with the value of corn 
m such a manner that any land tax imposed according to the present method -- prescribed by 

nf
a^ ,° p9 S °uld be calculated on the basis of 5 kg. of corn being equivalent to one crown 

ihJT f
P,aK

yment mu
+
st always be made in cash on the recognised quarterly settling days, and 

1U^ 0fuhe
+£

0M pt0 be comPuted on each occasion according to the rate fixed for a given 

beforehand 7 ^ °f FinanCe- The rate Wil1 invariably be fi^d three months 
the basis of the Present price of grain, it is estimated that the land tax, assessed and 

levied as above, will bring in 10 milliard Kr. 

J';*: four -‘T™80/ ^profits tax were abolished by a Law of 1922 and replaced by the 

fnoo b ft tr 
W ^ f u rfdy b6en COdified when the taxation system was improved in 

?9°9:J"* tbe ™forcement of which had been postponed. The general tax on profits embraces 

are not*’011 n '' cateSorles of the former profits tax, the tax on mining enterprises which 
which was P , Pf a aCC°UntS' and flnalIy that Part of the tax on the mterest of cap.tal which was previously levied on income having the characteristics of an annuity. The other 

to s o°e7cem di r ‘ax has been abolished. The general tax on profits varies from 1 per cent. 
vithPtw' The ! 1S fixed "l the annual i,ud«ets of the towns (municipalities) in accordance 
c.'.' c i!TIrcrie'! ,' S,lnCe the yldd of the general tax on profits will no longer fall to the e, which has handed the tax over to the towns (municipalities). The rate of the general tax 
on profits applied to salaries and wages is fixed by law as a graduated tax up to f per cent 

No’estimatehaTveth6 t0 be.dedu,cted by ““ employer and paid to the towns (municipalities). 
longer ™id to?heysLie M “ ? trhe Pr°bable yidd °f the general tax on Pro«ts * is n° 
by each town finimicipalify)160"61' ^U^Ure receipts wiff depend on the rate to be fixed independently 

Drobablvvli?^6 amendl™:nts j0 the Law of I922> it is estimated that the buildings tax will p obably yield a sum exceeding the previous returns by from 300 million to 500 million Kr. 

luxurv flatiTnHV92irregardmg
+ 
the bmldm§s tax has> moreover, imposed a special tax upon 

beeHanded olr To ~ ^ ^ °f Which d° not belong to the State, but have 
nr d t l A local administrative authorities. This tax applies to every large flat 
20 pi'cenh accommodation exceeds the ordinary requirements. The rile is from 

T The special Government tax in respect of rents, imposed by Art. 17 of the above-mentioned Law XXIII of 1921, was raised, under Art. 16 of Law XVII, rgal, from 20 to 60 plr cllt wher“er 
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the increase in the rent authorised by Government decree does not exceed four times the former 
rent. In all other cases an extra 20 per cent, is levied in addition to the 60 per cent already 
mentioned. 

It is difficult to determine the additional revenue which will be obtained from this increase 
in the tax. The amount will depend on the increases imposed by owners as a result of the 
Government decree. 

A Law of 1922 abolished the tax on profits of concerns which are compelled to publish 
extracts from their accounts and substituted for it a corporation tax, payable not only by com- 
panies liable to publish extracts from their accounts (joint-stock companies and co-operative 
societies), but also by private companies and associations for social purposes. This law abolished 
the tax on the war profits made by concerns which are compelled to publish extracts from their 
accounts and substituted for it a much fairer tax on extra income, levied as a supplementary 
corporation tax, the basis of which is the surplus profit obtained as compared with the profit 
of the preceding fiscal year, provided that this increase exceeds the amount of 100,000 Kr. More- 
over, a tax, graduated from 15 to 25 per cent., is imposed by this law on fees to officials. The 
corporation tax is also graduated and varies from 16 to 30 per cent, in the case of concerns 
which are compelled to publish extracts from their accounts; from 6 to 20 per cent, in the case 
of private companies and associations for social purposes; and, finally, 10 per cent, in the case 
of co-operative societies paying a dividend of less than 6 per cent. 

In order to increase the yield of the tax, the law contains provisions to the effect that the 
basis of the tax should as far as possible correspond to the actual result of the working of the 
corporation, which implies that concealed reserves must also be taxed. In certain cases the 
minimum amount of the tax is actually fixed. The rates have been increased only in so far as 
was rendered necessary by the abolition, at the same date, of the additional State taxes. The 
yield of the tax will be increased as a result of the other legislative measures indicated above. 

The increase in revenue anticipated as a result of the new law regarding the corporation 
tax may be estimated at 500 or 800 million Kr. 

Laws regarding Taxes and Duties on Transactions promulgated between July 1st, 1920, 
and June 30th, IQ22. 

I. Taxes on Transactions. 

1. Luxury tax on transactions. 

Imposed on December 1st, 1920, in accordance with Law XVI of 1920. 
The rate of the tax is fixed at: [a) 10 % of the value fixed for luxury articles; (6) 13 % 

of the value of luxury articles when the tax is payable at the place of manufacture or when 
the article is imported into the country; (c) 25 % on the price of food and drink served in 
certain luxuriously appointed establishments. 

Revenue from August 1st, 1921, to January 31st, 1922 (six months), 148,006,000 Kr. 
As from February 1st, 1922, Decree No. 1900, issued by the Minister of Finance, imposes 

the luxury tax on several other classes of goods. 
As a result of this decree, the receipts for the period February 1st, 1922, to July 3ISL 

amounted to 298,576,000 Kr., i.e., this increase in revenue amounted to 100 %• 
Law VI of 1922 empowers the Minister to increase the rate in the case of certain luxury 

articles to an amount not exceeding 20 °/0. The new rate to be established is still under 
consideration. 
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2. Milling tax. 

Imposed on July ist, 1921, by Chapter 1 of Law XXXIX of 1921. 

i 1 A, tax
1 

of/5 0(°o1n/leVied m kind on cereals delivered for the purpose of being ground or husked and a tax of 8 /0 on deliveries of cereals for crushing or being otherwise treated. 

3. Tax on transactions in beetroot. 

Imposed on September ist, 1921, under Chapter 1 of Law XXXIX of 1921 
The tax amounts to 2 % of the price of the beetroot delivered at the sugar refinery 
Receipts for the period January ist, 1922, to June 30th, 1922 (six months): 2,963.000 Kr. 

4- Tax on the sale of live stock. 

Imposed on September ist, 1921, by Chapter 2 of Law XXXIX of 1021 
Rate of the tax, 3 %. y ' 
Receipts for the period January ist to June 30th, 1922 (six months): 699,378,000 Kr. 

5- General tax on turnover. 

Imposed on September 1st, 1921, by Chapter 3 of Law XXXIX of roar. 
Until February 28th, 1922, the rate was 1.5 %. 

(six mo~ 950oma2WSOlSCe ^ ^ ^ Sep‘ember ISt' 1921' t0 February 28th- ^ 
Law VI of 1922 raised this tax to 3 % as from March ist. 
Receipts for the period March ist to August 31st, 1922 (six months): 3,599,643,000 Kr. 

he increase m receipts amounted, therefore, to about 270 %. 

6. Tax on transactions in shares and bonds. 

Imposed on August ist, 1900, by Law XI of 1900. Until October ist iqoo the tax 
amounted to 10 centimes after the first 2,000 Kr. ^ciooer ist, 1900, the tax 

Law XXTVo^t Peri°dA5riISt- I920, t0 September 30th, 1920 (six months): 3,500,000 Kr. 
respect^ ^ ^ “ fr0m °Ctober Ist’ to 20’ 4° and 300 cent.mes, 

ReceiPts for the period January ist, 1922, to June 30th, 1922 (six months): 159,986 000 Kr 
The increase m receipts, therefore, amounts to 4,470 % approximately. M’960'000 Kr' 

I. 

II. Duties. 

Duties on change of ownership of property. 

The law on this subject in force before 1920 is No. XI of 1918. 
eceipts for the period July ist, 1920, to December 31st, 1920 (six months) • 52 qoo 000 Kr 

Law XXXIV of 1920 -ccissifnZ-rKnrd 

on giftstomTofto^9 %. SUCCeSSi°n ““ Were gradUated fr°m 2'5 % to 26 %'“d ^ duty 

on gifts d^froiVo/^o's^r thM SUCCeSSi0n duties at rates from 1 % to 55 %, and the duty 
over as a eift aToeril Lh /0’ • “0re°7er’ln the ^ent of real estate being inherited or h anded ver as a gitt, a special land tax is levied amounting to 1.5 % or 2 % respectively. 
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The s' me law also imposed a special transfer fee not to exceed a maximum of 1.5 %, to be 
paid in the case of the transfer of urban premises. 

Receipts for the period January 1st to June 30th, 1922 (six months): 233,402,000 Kr. 
The increase in receipts is thus approximately 350 %. 

2. Stamp Duties. 
Before 1920, the graduated rates for stamp duties had been increased under Law XXVII 

of 1916. 
Receipts for the period July 1st, 1920, to December 31st of the same year (six months) r 

118,756,000 Kr. 
As from October 1st, 1920, Law XXIV of 1920 raised some of the stamp duties by an average 

of 100 % and other permanent stamp duties by 400 to 2,400 % on an average. It also introduced 
an inclusive duty, amounting to 0.01 % on savings bank deposits and on deposits on current 
account. 

Receipts for the period January 1st to June 30th, 1922 (six months): 448,926,000 Kr. 
The increase is thus 200 % approximately. 

3. Legal fees (Registration fees). 
The law regulating these fees which was in force before 1920 was No. LXIII of i9I4- 
Receipts for the period July 1st to December 31st, 1920 (six months): 40,276,000 Kr. 
As from October 15th, 1920, Law XXIV of 1920 raised the rates of the registration fees 

to an extent which cannot be determined exactly as a percentage, but which actually began 
with 100 %. 

Receipts for the period January 1st to June 30th, 1922 (six months): 136,009,000 Kr. 
The increase is therefore approximately 240 %. 

4. Administrative fees. 
Receipts for the period July 1st to December 31st, 1920 (six months): 8,761,000 Kr. 
As from October 1st, 1922, Law XXIV of 1920 raised the administrative fees by 400 % 

on an average. 
Receipts for the period September 1st, 1921, to February 28th, 1922 (six months): 

24,895,000 Kr. 
As from March 1st, 1922, Law VI of 1922 again raised the administrative fees by 300 %. 

In certain cases this increase amounts to 50,000 %. 
Several administrative fees have been increased according to a graduated scale of the 

values concerned. 
Receipts from March 1st to August 31st, 1922 (six months): 45,436,000 Kr. 
This represents increases of 240 % and 87 % respectively. 

Changes in the System of Excise Duties since the Summer of ig20. 

I. Duty on alcohol. — On July 1st, 1920, the duty on alcohol was 41 Kr. 50 c. per degree- 
hectolitre; in addition, a supplement of 70 centimes and a special Treasury tax of 39 Kr. 90 c 
on sales have been imposed. 

By Article 1 of Law VIII of 1921, the supplementary duty on alcohol was abolished, and the 
basic duty was raised from 90 centimes to 1 Kr. 60 c. This duty has been in operation since July 
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ist, 1921. The rate of the special Treasury tax on sales is fixed from time to time, under this 
law, by the Finance Minister, who is required to report on it later to the Legislature. The rate 
was raised from 39 Kr. 90 c. to 100 Kr. as from March ist, 1921; it has since been raised 
successively, on March 15th, 1922, to no Kr., on June 20th, 1922, to 150 Kr., and on 
August 21st, 1922, to 230 Kr. 

Thus, since August 21st, 1922, the total tax on alcohol is 231 Kr. 60 c. per degree-hecto- 
litre, representing an increase of 458 % over the duty of 41 Kr. 50 c. which was in operation on 
July ist, 1920. 

II. Duty on beer. — By virtue of the authority given by Law IX of 1921, a separate Treasury 
tax of 6 Kr. per hectolitre of unfermented beer and per degree indicated by the saccharometer 
is imposed, in addition to the duty on beer, which was increased to 6 Kr. by Law IV of 1920. 
This is equivalent to a further increase of 100 % in the excise duty on beer, or an increase of 
1,090 % as compared with the pre-war rate. 

III. Duty on sugar.—By virtue of the authority contained in Law XVI of 1921, Article 5, a 
special Treasury tax of 37 Kr. per kilogramme is imposed, in addition to the duty, which was 
increased by Law IV of 1920 to 2 Kr. per kilogramme. Thus the total tax on sugar is increased by 
10,263 % as compared with the pre-war position. 

IV. Duty on petroleum.— The special Treasury tax on the sale of mineral oil products has been 
increased to 2 tosKr. per kilogramme, as against the 1 togKr. imposed up to March ist, 1921. 

V. Duty on production of wine.— Under Law VI of 1921, this duty, which was previously at 
the rate of 14 Kr., was raised to 84 Kr., thus showing an increase of 500 %. Of the 84 Kr. imposed 
per hectolitre, 72 Kr. represent the State duty and 12 Kr. the municipal rate. 

VI. Duty on matches and patent lighters. — Introduced by Law XI of 1921. The rate of 
this duty is 10 centimes per packet containing a maximum of 56 matches, and 40 centimes for 
superior qualities. Patent lighters are subject to a duty varying from 2 to 6 Kr., according to 
weight and quality. 

The above-mentioned law also imposed an additional special Treasury tax on matches, 
ts original amount was 20 or 30 centimes, according to quality, per packet containing a maximum 

o 56 matches, since July ist, 1922, the rates under this heading have been respectively 60 and 
90 centimes. 

VII. Duty on cigarette holders and cigarette paper. — Introduced by Law XIX of 1921. A 
duty is imposed of 1 Kr. per box containing a maximum of 100 holders, and of 50 centimes per 
packet containing a maximum of 60 leaves of cigarette paper. 

Under the authority granted by Law XVII of, 1922, there is an additional Treasury tax of 
1 Kr. per box containing a maximum of 100 holders, and 50 centimes per packet containing a 
maximum of 60 leaves of cigarette paper. 

Tobacco Monopoly. 

The prices of tobacco handled by the Treasury have been raised, up to March 23rd, 1921 
by an average of about 1,600 % over the 1913 prices. Recently, e.g., as from February 5th, 1922,’ 
and September 24th, 1922, the prices of tobacco products were again raised, so that the increase 
over peace-time prices is 2,300 %. With the latest increase this figure reaches 3,000 %. 

. *n I9I3 the Tobacco Regie received 172,356,529 Kr. from the sale of tobacco products 
in the country, and the net profit of the department amounted to 112 million Kr. 

The 1920-21 budget showed as its estimate for the Tobacco monopoly a gross revenue of 
1,087 millions; with costs of manufacture and preparation 551 millions, giving a net profit 
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of 536 million Kr. The actual gross receipts in 1920-21, however, amounted to 1,225,300,000 Kr. 
The 1921-22 budget shows estimates of 2,158 millions for gross receipts, and 967 millions for 
costs of manufacture and preparation, giving a net profit of 1,191 million Kr. The actual gross 
receipts, however, amounted to 3,115,000,000 Kr. Lastly, the 1922-23 budget estimates 
show 9,602 millions for gross receipts, 5>33^ millions for costs of manufacture and preparation, 
and a consequent net profit of 4,266 million Kr. 

10. Methods of raising money by loans, whether by: (a) long-term loans; (b) short-term loans in 
the open market; (c) loans direct from the central bank leading to further new inflation. 

When the notes issued by the Austro-Hungarian Bank were stamped in 1920, 8,014,025,510 
Kr. were presented for stamping by private individuals. Half this sum was retained by the Trea- 
sury as a forced loan, against Treasury receipts. Of the sums retained, 300 million Kr. have been 
repaid, and the Treasury receipts for that amount cancelled. These repayments were carried out, 
either for reasons of equity and expediency, or under Law XXVI of 1921, Article 7, which 
provided for the repayment of forced loans not exceeding 1,000 Kr. The actual amount of this 
forced loan still outstanding is, therefore, approximately 3,700 million Kr. The statement of 
the loans contracted since July 1st, 1920, does not include this forced loan, the yield of which has 
already been shown in the statement of the loans existing on June 30th, 1920. 

Since July 1st, there has been contracted: 

[a) No long-term loan; 
(b) No floating loan on the public market. 

12. The effect of local and provincial finance on the budget of the State. 

Information with regard to the local rates of towns and municipalities. 

Under Laws XXI and XXII of 1886, the towns are divided into two classes — municipal 
boroughs, and towns with duly constituted municipal councils. The rural districts are also 
divided into large and small municipalities, according to the extent of their powers of self- 
government. . . , , . , j . 

Budapest, as the capital and the seat of the Government, occupies a special and independent 
legal position. . . ., 

Owing to the differences in their legal status, these administrative units possess varying 
powers of imposing rates on their citizens. We must, therefore, take into account these administra- 
tive classes if we wish to gain an accurate knowledge of the system of local taxation employed 
by the towns and municipalities. . „ . ... 

After the revolutions and the foreign occupations, the year 1920 is the first for which we 
have trustworthy statistical data. 

Local public rates payable by the inhabitants of Budapest. 

Budapest levies ten kinds of local rates and duties, including charges which do not strictly 
come under the heading of taxes. . , , , J A 0, . 

The municipal rates are assessed on the basis of the State tax, at the rate of 60 /0, their 
yield for the year 1920 was   I57»5 2>434 r' 

The yield from the taxes levied in virtue of the self-governing powers of ,, .x ^   97,843,603 Kr. 
the city was      

Total. ........ 255,406,037 Kr. 
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These receipts form 55 % of the ordinary administrative receipts for the year 1920 
(45 Tf

30’410 Kr.) and cover 65 % of the ordinary expenditure of the city (391,713,537 Kr.). 
If to the revenue of 255,406,037 Kr. from local taxation we add the 7,044,296 Kr.’ paid by the 

persons concerned as a tax for the Chambers of Commerce and Industry, the municipal public 
rate for the 930,247 inhabitants of Budapest was 282 Kr. per head in 1920. 

This taxation did not cover extraordinary requirements, particularly the extraordinary 
payments in cash and in kind granted to officials in the capital. 

In 1920, Budapest contained 5,494 officials, whose salaries were supplemented by the State 
by payments amounting to a total of 104,520,000 Kr. 

Although no portion of the considerable foreign debts was paid off, the administrative 
requirements of the city of Budapest again increased considerably in 1921, owing to the increase 
m the cost of living and the continual deterioration in the economic and financial situation 
the city was, therefore, obliged to increase the supplementary municipal rate, in spite of the large 
subsidies which were granted to the city by the State to an increased extent in 1921 These 
subsidies were granted in the form of: y 

War relief  
High-cost-of-living allowances  
Assistance to families  
Extraordinary allowances on account of high cost of living  
Payments in kind to municipal officials, calculated at a proportional rate 

9,600,000 Kr. 
42,000,000 » 
7,000,000 » 

40,160,000 » 
I91,954,239 » 

Total subsidies from the State . 290,714,239 Kr. 

Local public Yates in municipal boroughs. 

Towns which constitute separate municipalities levy fifteen different categories of taxes and 
local rates, including such charges as are not really in the nature of a tax. 

to the amount^o/3^65 ^ ^ a ^ Varyin§ from 50 to 35° % were collected 
and public contributions otherwise assessed amounted to  20 518’298 » 

Total 71,950,263 Kr. 
This revenue is equivalent to 33 % of the ordinary revenue for the year 1922, which amounts 

to 220,690,458 Kr. and covers 32 % of the ordinary expenditure, amountingto 225,742,757 Kr. 
to the local rates of 71,950,263 Kr. we add the sums received from the persons liable for taxation 

f™nt Kha^beJS °f Com™erce and Industry, and the local water rates, in all 1,599,987 Kr., 
per head ^ ^ 603’32° mhabltants of the municipal boroughs amounted in 1920 to 122 Kr! 

These charges, however, did not cover the extraordinary expenditure, particularly the subsi- 

Reller’ TheSt^e111 km^.gT^ted to.^he municipal employees under the heading of “Special 
under this^heachng^3 COntnbllte a sum of 29,598,837 Kr. towards municipal expenditure 

In 1921, as a result of the continuous depreciation of our currency and the increase in prices 
our economic situation had become considerably worse, and the boroughs found themselves Tn a 
still more critical position. In spite of the gradual increase in the percentage of local taxatio-n 

^ meet t
u
he'rmost urSent needs, so that the State was obliged to grant them,’ under different headings, subsidies amounting to 207,644,885 Kr. 
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Towns with duly constituted Municipal Councils. 

Towns of this category have levied nineteen different taxes and rates, including public 
contributions which are not really in the nature of taxes. 

The local taxes of these towns, basedon the State taxes at a rate varying from n to 495 /0 , j 4 • 11   84,544,610Kr. 

and other public contributions otherwise assessed  9>404»35Q » 

Total .... 93,948,960Kr. 

This revenue corresponds to 69 % of the total ordinary revenue of 1920 t.*., 136,336437 Kr. 
The latter provided for 73 % of the ordinary expenditure, i.e 128,125,140 Kr. 

If we add to the total of 93.948,960 cr. the receipts from the supplementary provincial 
taxes the local water rates, the sums paid for exemption from compulsory public service, the 
charges of the Chambers of Commerce and Industry, the charges levied by the insurance insti- 
tutes of the workers and farm-labourers — m all 30,719,031^. — the local taxation imposed 
on each of the 931,539 inhabitants of these towns amounted to as much as 134 Kr. per head in 

I92°This revenue was insufficient to provide for the ordinary needs of the town5 with duly 
constituted municipal councils, and the State was obliged to contribute a sum of 33 859,335 Ki- 

ln the year 1921, the position of these towns became even worse, and m spite of the increase 
in the rate of local municipal taxes, they were unable to provide for the needs of their employees 
owing to the ever-increasing rise in prices. In view of these difficulties, the State was obliged to 
increase its grants to such towns, and to allocate to them a total sum of 218,255,116 K . 

Rural Districts. 

According to law, the large and small municipalities exact from their inhabitants municipal 
rates assessed as a certain percentage of the State taxes. revenue of 

The rate varies in different municipalities and even reaches i,542 /o- ... 
the JunidpalZs in "920 amounted to 254,299.567 Kr. If we add 
(86 720 200 Kr ) the sums paid for exemption from compulsory public service (60,7 7,33 )> (80,720,200 ixr.j, me su p the charges of the Chambers of Commerce and Industry the local water rates (22,130,872 Kr.), me cnarges 01 me mnnidualities 

/qoq Kr) and the other public charges borne by the inhabitants of the municipalities 
K -rco Kr ) in all 209 246,009 Kr. — and divide this sum among the number of inhabitants 

13a8o37725 U win be seen that in 1920 municipal taxes amounted on an average to 85 Kr. per head. 
54 These receipts were not sufficient to cover the extraordinary expenditure of the mumcipa- HdPQ and the State was obliged to contribute a sum of 36,015,255 Kr. , , 

Kr. and relief in kind of the value of 147,302,340 Kr. — a total of 216,776,830 Kr. 
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II. MONETARY MEASURES. 

nf ml0 meaSUr
1
eS °f^abS<?Utely dedsive natUre have been taken in Hungary since the summer of 1920, general conditions have continued to be unfavourable to such a step. The State budget 

still shows considerable deficits, which, in view of their extent and of the provisions of the Treaty 
o Peace in respect of reparations, can only be met by the issue of notes. It is true that State 
expenditure was considerably reduced, and that a series of measures was taken in order to effect 
a gradual increase of revenue, but all these measures were insufficient. The reduction in expendi- 
ture was counter-balanced by the rise in prices, and, further, the economies effected in staff 
expenditure will only make themselves felt in several years’ time. On the other hand the 

oTmon! m 'vTr hf been rendered nugatory owing to the decrease in the purchasing power of money, which has been continuous save for one short period. In Mav iQ2i the rate emoted 

of the finandalXChanSe ^ If“ngarian korona was 2-85- From that moment up to the end 
a! that date 1! thls rate steadily decreased save for a few short periods, and at that date on June 30th, 1922 — the Zurich rate had fallen to 0.51. Although the issue of ' 
uncovered notes m Hungary has been relatively less than such issue in other countries of Centrd 

ev l thatnisatoSsavalhe<isltl0n'fIt ^ been lmPossible t0 remove th« fundamental cause of the evil, that is to say the issue of paper money to meet the budget deficit. This unsound condition 

f PUUnderXCe haS Stl“ fUrtc er aSerava‘ed by the constantly adverse trade balance. 
h„t it ba these circumstances, it has not only been impossible to take steps to secure deflation 
Xu rementronf ftensmte t0 the fidudary ciroulation in order to meet the requirements of the State In April 1920, the notes of the Austro-Hungarian Bank in circul- 

fo ce^oan Zthir the Hungarian stamp, and half the notes presenfed were retained as a 
waa ll a t eans the State “qmrod a round sum of 4 milliard kr. In addition it 
of ho d ^ i’ vy a s®P.arat.e contribution from the Austro-Hungarian Bank by the discounting 
Lmo^ii 8 *dnK:bUF0n until “ May a9ar itmached a round 
contribution^ from the h^nk T at kT Unt/1 °Ct0ber I921-Treasury exacted no further 
granted to the Wn sw ^F°f lssue> h1;1 “ ou"d itself compelled to use the authorisation granted to the Minister of Finance and to make a fresh demand upon the National Office of 

yeTr o': June aothToe? notd ” In thlS man-r. aP end oHhe financial yem- on June 30th, 1922, notes were issued to a total amount of 6.9 milliard Kr 

no resWctlve0Uenffecta onTelds11 6 % dUring the Wh°le °f this Period- ' Indeed, it had estnctive etlect on credits. Furthermore, private requests for credit during the oeriod 

only in Ihe serndhaKo^h1110'161'^ ^ S° ^ aS the °ffice °f Issue was concerned. It was 
recurring every’autumn^that6 the'request^ forcredit'iimrrased. r'S6 'n Fdces and °f Fer phenomena 

•a1i 
aring ,the financial year 1921-1922 no steps were taken with a view to influencing artifi 

S^emteTexIh^rofthe Hhen> “ AlgUSt °f tWs yeaT there was a ™dden andSvy “l 
“Deviaenzen rar ,Ztr 1 P Han«anan k°rona at Zurich, the Government re-established the 
oSTrr einfaT hl^"86 “ ' WhlCh had been reorganised in the second half 
the koron'a Sdlnd ob 4“ arpe3“ ^ ^ °f 

currency derived from exports.8 P h Govemment forelgn notes and 

sinceAugusTSt i°9«! t^folwTnVsU^ent may bf WhiCh haS ^ 

ation of^he'^Austrct-Hungaria^Bank, whibhl'irfvirtue of iderdkal^aws'in'Austria'and'hi^Hungary^ 
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had the privilege of issuing bank-notes in both these countries. The Treaties also stipulate that 
each of the States to which territory of the former Austro-Hungarian Monarchy is transferred 
— including the present Austria and Hungary — shall be obliged within a fixed period to stamp 
all notes of the Austro-Hungarian Bank existing within its territory, and later to supersede 
such stamped notes by its own or by a new currency. 

In addition to this provision of the Peace Treaty, the Hungarian Government was forced 
to regulate the amount of currency in circulation, because, after the notes had thus been stamped, 
there were in circulation, within the territory of the present State of Hungary, notes properly 
stamped, notes with spurious stamps, Post Office Savings Bank notes and false i and 2 Kr. notes, 
printed from the original plates of the Austro-Hungarian Bank, and put into circulation during 
the Bolshevik regime. The Governments which succeeded the fall of the Bolshevik regime did 
not deprive these notes of their validity as legal currency, for practical reasons and in order 
not to cause a loss to the poorest classes of the population. 

There were also notes in circulation not stamped by the Austro-Hungarian Bank, which had 
been deprived of their validity as legal currency, but which were still used in business transac- 
tions. It was, therefore, urgently necessary to remedy this state of confusion. 

The immediate establishment of a National Office of Issue was, however, impossible; it 
could only have been set up with the assistance of foreign capital. The situation of the interna- 
tional currency market was so uncertain and foreign capitalists were so cautious that it was 
almost impossible for any attempt at a foreign loan to be successful. It would also have been 
very difficult to fix a ratio between the value of the former currency and of that to be introduced, 
the purchasing power of the crown being much greater than its value as calculated on the basis 
of the rates of exchange. It will only be possible to abolish this difference after the free exchange 
of goods in international relations has been re-established a condition which is still far from 
being realised in this period of prohibitions of exports and imports. 

This difficult situation made it necessary provisionally to regulate the circulation of currency 
by issuing Government notes and providing sufficient guarantee for these notes to remove any 
objections which might have been raised to their issue. 

In virtue of Law XIV, 1921, the State reserves to itself the right to issue notes in accordance 
with the above-mentioned principles. It avails itself of this right solely and exclusively through 
an Office of Issue. The note issue is fixed on the basis of certain clearly defined securities, 
and no exceptions are allowed to the following conditions: State notes may only be issued. 
(1) in exchange for notes of the Austro-Hungarian Bank, notes of the Post Office Savings Bank, 
and false 1 and 2 kr. notes of the Bolshevik regime; (2) on the security of commercial undertakings 
which have been transferred to the Office of Issue as a result of the general liquidation of the 
Austro-Hungarian Bank; and (3) on the security of bona-fide transactions legally recognised 
by the Office itself. The total amount to be issued in the form of notes on the security of bona 
fide transactions recognised by the Office was fixed at two milliards quite a moderate sum 
in view of the great decrease in the purchasing power of the korona. Should the amount fixed 
for the issue be exhausted without meeting all legitimate business requirements, the Council 
of Ministers is authorised to issue a decree provisionally increasing the sum, as, for instance, for 
the purpose of financing the harvest operations or during the present period of payment of the 
capital levy. 

Government notes are issued under parliamentary supervision, exercised by a committee 
which is obliged to meet at least once a month and publish a report in the Official Journal. The 
Minister of Finance is obliged to supply the necessary information. 

As has already been stated, notes may only be issued by the Office of Issue, which entered 
upon its duties on August 1st, 1921. 

The Office of Issue is recognised as a public corporation; it is a legal person, and possesses 
all the rights granted by law to registered firms, without, however, being obliged to register. It 
is entitled to establish branch offices in Hungary. 
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The Office consists of the president, the vice-president, the council, the directors and the 
employees of the Office. The president and vice-president are appointed by the Head of the 
State, and the members of the council by the Council of Ministers, on the proposal in all cases 
of the Minister of Finance. 

The council is the proper representative of the Office. The council takes decisions regarding 
the conduct of business, as, for instance, the discount rate and the rate of interest on secured 
advances, the limit of credit to be granted to commercial firms and private persons, etc. 

The Office is authorised to carry out all the various kinds of business for which the Austro- 
Hungarian Bank was authorised, with the exception of credits on landed property. In the 
conduct of its business, it is obliged to comply with all the provisions and conditions contained 
in the statutes of the Austro-Hungarian Bank. 

The State notes represent a State floating debt guaranteed by State property and revenue. 
They are legal tender. The Office is authorised to discount bills of exchange, securities and 
coupons, to make advances on security, to accept deposits and sums of money for transfer, to 
issue money orders on its own funds, to act as a commercial agent, to purchase gold and silver 
in coin or bullion, to purchase bills of exchange and cheques on foreign markets, and foreign 
currency, to draw cheques and orders on foreign markets, to receive money in foreign countries 
and payments for other accounts, and to keep in foreign countries the funds necessary for the 
conduct of its business. 

The financial year of the Office is the same as the civil year. The first financial year will 
close on December 31st, 1922. 

Under an agreement entered into with the liquidators of the Austro-Hungarian Bank, 
the Office has taken over the assets and liabilities of the establishments of that bank which 
were in the present territory of Hungary, and also the business carried on separately, as from 
January 1st, 1920, under the title “Hungarian Branch.” 

The Office took over also, by agreement with the liquidators, such of the staff of the Austro- 
Hungarian Bank as were of Hungarian nationality and the establishments of that bank on Hun- 
garian territory; the Hungarian Government purchased the premises in which these branches 
were installed. Negotiations are still in progress with regard to the bank building at Budapest. 

The Office is by law independent of the Government. The latter has only the same control 
as it has over all legally established public corporations; it has no influence over the conduct of 
business or the interest policy pursued by the Office. The Office only does business for the 
Government as its agent, and must not, on principle, grant credits to the State. 

Nevertheless, as a result of the present condition of public finance, of the fluctuations in 
the rates of exchange and of the fact that the collection of the new taxes will take some time, 
it has been impossible to maintain this provision, although it is laid down in principle. Article 
XLVI, 1921, authorises the Minister of Finance to cover the budget deficit by the yield of the 
capital levy and provisionally — pending the receipt of this revenue by the Treasury — to ask 
the Office of Issue for advances, giving as guarantee Government securities, which the Office shall 
be entitled to realise whenever it thinks fit. 
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III. COMMERCIAL MEASURES. 

i. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

The system of export and import prohibitions in force in the summer of 1920 is still main- 
tained in principle. But it should first be noted that there are no absolute prohibitions now m 
force in Hungary, with the exception of those which had been introduced before the war for rea 
sons of public health, or in the interests of public safety, so that the system now followed in 
Hungary is rather one of special licences. These licences are granted more or less readily, 
according to the relative importance, from the economic point of view, of the articles which it is 
desired to import or export. A list has been drawn up of articles which may be freely imported; 
these include almost all food-stuffs, goods necessary for production and also certain manufactured 
articles which may be regarded as indispensable, but which cannot be produced by the country 
itself. Every class of goods not included in this list requires a special import licence. 

The system for exports is the exact opposite; all goods may be freely exported, with the 
exception of those on the list of prohibited goods. There are two good reasons for continuing 
in Hungary this co-ordinated system of special licences. In the first place, the more or less similar 
policy adopted by her neighbours obliges Hungary to adopt the system of restricting the trans- 
port of goods The second reason is the constant and progressive depreciation of the Hungarian 
currency which necessitates, on the one hand, the limitation to the utmost possible extent of 
imports, and, on the other hand, obliges the country to take measures to protect itself against 
the export of stocks of goods held or produced in the country. 

With regard to prohibitions, it must be remembered that Hungary adhered without any 
reservation to the conclusions of the Porto Rosa Conference, where it was decided to remove 
all the obstacles which had been placed in the way of trade between the Succession States; the 
Conference even fixed a time limit, which expired some time ago, for the final abolition of mea- 
sures prohibiting imports. Up to the present, however, no other Succession State has ratified, 
still less put into force, the above-mentioned agreements, and Hungary cannot be expected to 
take the initiative in this respect, on account of her exceedingly serious economic position 

Hungary’s inability to abolish, or even to decrease, export duties must also be ascribed to 
the depreciation of the Hungarian crown. Indeed, she has been compelled, by this cause 
to make considerable additions to the list of articles - particularly agricultural products -, 
liable to export duties (fees or customs duties), and constantly to increase the rates for such duties 
or fees Hungary has not increased the rates for import duties, as drawn up on a gold standard 
basis under the old Austro-Hungarian contractual customs tariff, but, in cases m which the duty 
is paid in paper money, she has been obliged to augment the super-tax levied m proportion as 
her currency has depreciated. A new customs tariff adapted to the changed requirements of 
the country will shortly come into force. 

2. The existence (or abolition) of price discrimination against foreign trade. 

The Hungarian Government has not applied the system of super-taxes to foreign trade. 

3- The conclusion of: (a) commercial conventions; (b) transport conventions. 

With the exception of the provisional treaty of commerce concluded with Germany on 
June 1st, 1920, which came into force on January 1st, 1921, Hungary has, since the summer o 
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1920, concluded only one provisional treaty of commerce, namely, with Austria, on February 8th, 
1922. This treaty has not yet been put into force. 

Agreements with regard to the exchange of certain quantities of goods the import or export 
of which is prohibited have been entered into with Austria, and were signed on June 1st, 1921. 
These conventions were annulled in September of the same year and were renewed on January 
27th, 1922, with certain modifications. Conventions of this kind cannot be considered as 
conducive to the improvement of the country’s economic situation, for they oblige Hungary 
to permit the importation of large quantities of superfluous goods, coming mainly under the 
category of luxury articles, whilst the goods exported by Hungary consist for the most part of 
food-stuffs and raw material, i.e., articles which can easily be disposed of abroad, even without 
special conventions, whenever the available stocks exceed the requirements of the country. 

Although the restrictions on imports and exports have remained practically unchanged since 
the summer of 1920, Hungarian foreign trade has grown considerably, as will be seen from the 
following figures:— 

1920 January-June. 
1920 July-December 
1921 January-June. 
1921 July-December 
1922 January-June. 

Total Imports 
(in metric 

2,332,188 
3,090,899 
6,941,760 

16,335-334 
13,894,541 

Total Exports 
quintals) 

2,583,731 
2,642,529 
4,038,435 
4,341,237 
5,889,566 

As regards imports, fuel (coal and wood), wood for building and the manufacture of imple- 
ments, and certain other raw materials (cotton, jute), and, among manufactured articles, textile 
goods, glass and china, pottery, machinery and paper, attain the largest totals. Exports consist 
for the most part of agricultural products, fruits, flour, horned cattle and wines. 

Transport A greements.—The agreements reached at the Conference of Porto Rosa concerning 
railway transport have been ratified by Hungary, but they have still to be ratified by the other 
Succession States. Nevertheless, the boards of the Hungarian State railways and of the rail- 
ways m some of the adjoining States have signed various reciprocal agreements, as a result of 
which the question of goods and passenger traffic over the Hungarian frontier may be considered 
as satisfactorily settled from a transport point of view. The agreements reached at Porto Rosa 
concerning postal transport have been ratified and put into effect not only by Hungary, but also 
by Italy, Austria and Roumania; moreover, these provisions, though not formally ratified have 
been applied in regard to communications with Czechoslovakia. A provisional convention was 
signed last June with the Kingdom of the Serbs, Croats and Slovenes concerning postal traffic. 
Hungary has also adhered to the Universal Postal Convention concluded at Madrid on 
November 20th, 1920, and has applied its provisions. 

Statistics of our foreign trade during the period 1920-1922. 

(a) Goods other than precious metals and metallic currency. 

Year 
1920: 1st half . 

2nd » . 
1921: 1st » . 

2nd » . 
1922: 1st » . 

kr- (000,000’s omitted). Imports Exports 
8,670 3,926 

i5,635 5,576 
i9,630 7,164 
23>394 15,125 
35,352 27,626 
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(b) Precious metals and metallic currency. 

1920: 

1921: 

1922: 

Kr. (000,000’s omittedj. 
Imports Exports 

1st half  0-9 20 

2nd »  11.8 22 
1st »  — 4^ 
2nd »  6.0 466 
1st »  °-3 392 

N.B. — Our exports of precious metals and metallic currency consisted chiefly of silver. 

November 24th, 1922. 
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ANNEX 

Hungarian budget estimates and provisional returns for the financial years 
ig2o-2i and ig2i-22. 

REVENUE. 

1. Direct taxes:— 
(a) Tax on income and super-tax 
(b) Tax on increase of profits . 
(c) Land tax  
(d) Transfer duty  
(e) Corporation tax  
(f) Tax on capital  
(g) Tax on buildings  
(h) Tax on earnings  
(i) Tax on the interest on 

capital  
(j) Other direct taxes .... 

Total of direct taxes  

2. Indirect taxes and taxes on 
transactions:— 

(a) Import duty  
(b) Export duty  
(c) Excise duty on:— 

Beer  
Wine  
Spirits  
Sugar   
Petrol   
Matches & cigarette paper 
Miscellaneous indirect taxes 

Total excise duty . . . 

(d) Stamp duties  
(e) Miscellaneous taxes on trans- 

actions   
(f) Miscellaneous  

Total of indirect taxes and taxes on 
transactions  

Carried forward  

Budget esti- 
mates for the 
financial year 

1920-21. 

Kr. 

200,000,000 
85,000,000 

275,000,000 
141,600,000 
37,500,000 

100,000,000 
56,000,000 

172,500,000 

5,514,000 
236,470,000 

i.309,584-000 

600,000,000 
50,000,000 

48,000,000 
27,000,000 

499,344.000 

550,000,000 
479,500,000 

11,966,000 

1,615,810,000 

58,44i,3°o 

366,000,000 
5,000 

2.690.256.300 
3.999.840.300 

Provisional 
returns for the 
financial year 

1920-21. 

Kr. 

111,765,699 
201,052,550 

1,804,340,809 

2,117,159,058 

1,261,824,516 
269,161,071 

27,620,197 
92,154,513 

7x8,254,343 
430,299,521 
53,373,297 
I9,759,539 
18,900,631 

Budget esti- 
mates for the 
financial year 

1921-22. 

Kr. 

600,000,000 
935,000,000 
260,000,000 
575,000,000 
90,000,000 

150,000,000 
135,000,000 
240,000,000 

20,000,000 
281,400,000 

3,286,400,000 

U360,362,04I 

221,343,547 

582,958,647 
4,000 

3,695.653,822 
5,812,812,880 

1,400,000,000 
20,000,000 

96,000,000 
94,000,000 

1,034,400,000 
1,050,000,000 

150,000,000 
182,000,000 
28,450,000 

Provisional 
returns for the 
financial year 

1921-22. 

Kr. 

600,003,238 
1,126,218,477 

1,897,239,040 

3,623,460,755 

2,634,850,000 

422,500,000 

2,150,000,000 
2,550,000 

6,629,900,000 
9,916,300,000 

2,946,867,222 
2,457.834,467 

90,088,334 
214,677,716 

1,287,391,138 
1,268,826,904 

159,025,467 
111,850,753 
36,827,089 

3,168,687,401 

1,040,281,971 

5,964,736,110 
5,359,944 

15,583,767,115 
19,207,227,870 
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REVENUE. 

Brought forward 
Net surplus receipts from State 

monopolies:— 
(a) Tobacco  
(b) Salt  
(c) Saccharine  
(d) Lotteries  

Net surplus receipts from State 
lands  

Net surplus receipts from State 
undertakings:— 

(a) Postal, telegraph and tele- 
phone services   

(b) Post Office Savings Bank 
(c) National foundries 
(d) Railways. . . . 

6. Sale of State property 
7. Miscellaneous revenue 
Total revenue  

Budget esti- 
mates for the 
financial year 

1920-21. 

Kr. 
3.999.840,300 

531.855,500 
164,688,220 
116,698,000 

3,777,600 

35,543,940 

5,022,392 
110,024,002 

5,553,105,850 

10,520,555,804 

Provisional 
returns for the 
financial year 

1920-21. 

Kr. 
5,812,8x2,880 

636,246,142 
96,570,473 
48,231,693 

3,413,364 

4,941,201 
72,318,689 

458,041,000 

1,389,299,889 

8,521,875,331 

Budget esti- 
mates for the 
financial year 

1921-22. 

Kr. 
9,916,300,000 

1,084,163,694 
309,270,200 
126,703,000 

7,644,900 

1,003,663 

85,659,506 

265,250 

1,500,000 
8,763,683,525 

Provisional 
returns for the 
financial year 

1921-22. 

20,296,193,738 

Kr. 
19,207,227,870 

1,920,203,642 
704,293,285 
100,921,625 

7,4x0,344 

50,142,034 

119,246,625 
13,154,417 

14,944,218,456 

37,066,818,298 

State Monopolies 
Tobacco:— 

Gross receipts . , 
Working expenses 

Balance 
Salt:— 

Gross receipts . . 
Working expenses. 

Balance . . . . 
Saccharine:— 

Gross receipts. . . 
Working expenses. 

Balance . . . . 
Lotteries 

Gross receipts . . 
Working expenses. 

Balance 

1,087,501,000 
555,645,500 

531,855,500 

497,500,000 
332,811,780 

164,688,220 

455,oo3,ooo 
338,305,000 

116,698,000 

3,777,600 

3,777.6oo 

1,223,550,268 
587,304,126 

636,246,142 

326,015,069 
229,444,596 

96,570,473 

122,642,895 
74,411,202 

48,231,693 

3,4x3,364 

3,413,364 

2,158,401,000 
1,074,237,306 

1,084,163,694 

670,000,000 
360,729,800 

309,270,200 

210,003,000 
83,300,000 

126,703,000 

7,644,900 

7,644,900 

3,114,931,636 
1,194,727,994 

1,920,203,642 

756,916,416 
52,623,131 

704,293,285 

105,636,652 
4,7I5,°27 

100,921,625 

7,666,716 
256,372 

7,4x0,344 

State Undertakings:— 
Postal, telegraph and 

phone services:— 
Gross receipts . . . 
Working expenses. . 

tele- 

Balance 

536,520,00c 
500,976,060 

+ 35,543,940 

573,413,500 
636,682,660 

63,269,160 

832,500,000 
746,840,494 

+ 85,659,506 

1,350,553,633 
1,231,307,008 

+ 119,246,625 
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REVENUE. 

2. Post Office Savings Bank: 
Gross receipts   
Working expenses. . . . 

Balance 

State foundries:— 
Gross receipts . . 
Working expenses. 

Balance 

4. Railways:— 
Gross receipts . . 
Working expenses. 

Balance 

Budget esti- 
mates for the 
financial year 

1920-21. 

Kr. 

29,274,000 
4°, 794,000 

11,520,000 

456,o3o,ooo 
451,007,608 

Provisional 
returns for the 
financial year 

1920-21. 

Budget esti- 
mates for the 
financial year 

1921-22. 

Kr. 

41,560,280 
36,619,079 

+ 4,941,201 

864,248,000 
791,929,311 

+ 5>022,392 -f 72,3x8,689 

2,500,000,000 
2,389,975,998 

+ 110,024,002 

2,896,342,000 
2,438,301,000 

+ 458,041,000 

Kr. 

64,070,000 
68,573,800 

— 4,503,800 

1,439,400,000 
1,439,134,750 

+ 265,250 

3,417,000,000 
5,926,349,460 

— 2,509,349,460 

Provisional 
returns for the 
financial year 

1921-22. 

Kr. 

86,358,823 
73,204,406 

+ 13,154,417 

1,422,682,620 
1,635,288,473 

212,605,853 

5,360,289,027 
10,353,059,295 

— 4,992,770,268 

EXPENDITURE. 

x. National defence  
2. Civil and military pensions . . 
3. Subsidies  
4. Unemployment doles .... 
5. Education  
6. Interest on national debt . . 
7. Redemption of national debt. 
8. Deficit on State undertakings : 

(a) State lands  
(b) Post Office Savings Bank . . 
(b) Postal, telegraph and tele- 

phone services   
(d) Railways  
(e) National foundries .... 

9. Capital expenditure .... 
10. Other expenditure  

Total expenditure  

Budget esti- 
mates for the 
financial year 

1920-21. 

Kr. 

4,567,379,245 
302,473,871 

2>371,75o,ooo 
1,036,000 

639,384,876 
3,465,421,068 

5,466,020 

24,726,444 
11,520,000 

140,407,000 
8,681,184,091 

Provisional 
returns for the 
financial year 

1920-21. 

Kr. 

5,086,230,000 
306,527,803 

2,990,485,115 
144,049,282 
801,937,728 

J,507,778,202 
5,009,080 

42,008,827 

63,269,160 

115,339,730 
5,204,205,794 

Budget esti- 
mates for the 
financial year 

1921-22. 

20,210,748,615 16,266,840,721 

Kr. 

3,600,000,000 
517,875,180 

2,029,200,000 
1,204,200 

1,082,568,600 
2,879,364,209 

5,359,589 

4,503,800 

2,509,349,460 

313,700,000 
13,821,383,171 

Provisional 
returns for the 
financial year 

1921-22. 

26,764,508,209 

Kr. 

4,398,865,635 
725,751,900 

10,078,813,056 
6,325,242 

1,659,024,788 
1,101,024,935* 

5,359,589 

4,992,770,268 
212,605,853 
295,952,oi71 

25,060,296,226 

48,536,789,509 

* See Summary of Balance Sheet on following page. 
In addition, the sum of 678,176,000 Kr. was used for investment. 
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SUMMARY OF BALANCE SHEET. 

Budget esti- 
mates for the 
financial year 

1920-21. 

Expenditure 
Revenue . . 

Deficit 

Kr. 

20,210,748,615 
10,520,555,804 

9,690,192,811 

Provisional 
returns for the 
financial year 

1920-21. 

Kr. 

16,266,840,721 
8,521,875,331 

7.744.965.390 

Budget esti- 
mates for the 
financial year 

1921-22. 

Kr. 

26,764,508,209 
20,296,193,738 

6,468,314,471 

Provisional 
returns for the 
financial year 

1921-22. 

Kr. 

48,536,789,509 
37,066,818,298 

11,469,971,211 

* If we had paid the interest on the national debt, the total expenditure would 
be increased by  

Final Deficit  
5,117,263,027 

16,587,234,238 

APPROXIMATE FINAL BALANCE SHEET 1921-22. 

Revenue . . 
Expenditure 

Deficit or surplus . . . . 

Cover   

Surplus   

Cash in hand 30. vi. 22 . . . 

Kr. 
37,066,818,298 
48,536,789,509 

Levy on 
property. 

Kr. 
8,208,143,143 
2,890,623,497 

11,469,971,211 

13,067,519,646 

1,597.548,435 

1,553.129,120 

5,3i7,S^,646 

7,750,000,000 

13,067,519,646 

Receipts 
from loans. 

Kr. 
8,065,000,000 

315,000,000 

7,750,000,000 



British India. 

I. BUDGETARY MEASURES. 

The year 1920-21 was the last year of the old regime in which the finances of the central 
and the provincial Governments were closely inter-connected, the latter being assigned revenues 
calculated to provide for a certain standard of expenditure and the former retaining the remainder. 
The year 1921-22 witnessed a complete separation between the central and provincial revenues 
and expenditure. Certain subjects were defined as belonging to the central Government’s 
sphere of administration, and the remainder were entrusted to the administration of the pro- 
vincial Governments, the revenue from and expenditure on each subject being classified as 
central or provincial according as the subject was administered by the central or a provincial 
Government. The separation thus effected, while it gave the provinces financial autonomy, 
admittedly left the central Government with insufficient funds to meet its own expenditure' 
and it became necessary, therefore, to subsidise the latter by contributions from the provinces,’ 
which were fixed at Rs. 9,83 lakhs a year. The central Government, however, undertook 
gradually to reduce and finally to abolish these contributions. 

1. How far the ordinary expenditure (including the service of the debt) has been covered by 
ordinary revenue. J 

The ordinary revenue and the ordinary expenditure of the central Government durin^ the 
three years ending March 31st, 1923, were as follows 1: 

Ordinary revenue . 
Ordinary expenditure 

Deficit . . . 

In lakhs of rupees*. 
1920-21 1921-22 1922-23 
■Actual Revised Budget 

U35.63 1,14.73 1,33,79 
1,61,64 i,43,5i 1,42,95 

26,01: 28,79 9,16 

e sterling figures have been included in the above table after conversion into rupees at the average 
of the daily rates for telegraphic transfers from Calcutta on London, which, for the year 1920-21, was is. 8.yd. 
per rupee and was assumed at about is. 4d. per rupee for each of the years 1921-22 and 1922-23. 

2 1 crore=ioo lakhs= 100,00,000 rupees. 
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2. Whether expenditure on armaments has been reduced. 

3. The extent of unproductive extraordinary expenditure. 
The net expenditure on military services during the pre-war year 1913-14 and in the sub- 

sequent years was as follows: 
Lakhs of rupees. 

1913- I4. . . . 29,84 
1914- I5. . . . 30,65 
1915 -16. . . . 33,39 
1916- 17. . . . 3749 
1917- 18. . . . 43,56 
1918- 19. . . . 66,72 
1919- 20. . . . 86,98 
1920- 21. . . . 87,38 
1921- 22. . . . 69,35 
(Revised) 
1922- 23. . . . 67,75 
(Budget) 

The heavy expenditure in 1920-21 included certain arrear adjustments on account of stores 
purchased and consumed in previous years, and special expenditure amounting to 7,27 crores 
on the frontier operations and to 12,95 crores on the occupation of Waziristan. The 1921-22 
figure included 6 8/4 crores of expenditure in Waziristan and one crore on demobilisation, while 
in 1922-23 the budget contemplated an expenditure of about 2 % crores on these abnormal items. 
These abnormal items represent unproductive extraordinary expenditure. 

4. The extent of productive ordinary expenditure. 
The productive ordinary expenditure of the Central Government mainly comprises capital 

expenditure on railways, the figures for which, for the three years ending March 31st, 1923, are 
given below: 

Lakhs of rupees 
1920- 21. . . . 25,89 
1921- 22. . . . 23,68 
(Revised) 
1922-23. . . . 30,00 
(Budget) 

5. Statement with regard to the policy of the Government in the case of remuneration granted to offi- 
cials by reason of variations in the cost of living and the effects of this policy on budget conditions. 
Wholesale increases were given to Government officials on account of the rise in the cost 

of living. This contributed materially to the heavy deficit of the years under review. 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 
There are no such subsidies in India. 

.7 Charges for unemployment. 
There are no such charges in India. 
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8. The financial position of public undertakings. 

Figures for railways and posts and telegraphs are given below: 

Railways. 

Gross receipts 

Deduct: 
Working expenses 

Net receipts .... 
Interest and other charges 

Net gain (+) or loss (—) 

192n-21 

82,42 

56,24 

26,18 
23,00 

+ 3,i8 

In lakhs of rupees 

1921-22 
(Revised) 

1922-23 
(Budget) 

87,60 

66,87 

20,73 
24.45 

— 3.72 

99.77 

68,59 

31.18 
26,13 

4- 5.05 

Posts and Telegraphs. 

In lakhs of rupees 
1920-21 1921-22 

(Revised) 
1922-23 

(Budget) 

Gross receipts 

Deduct: 
Working expenses, 

Net receipts  
Interest and other charges . 

Net gain (+) or loss (—) 

9.63 

8,16 

i,47 
i,53 

— 6 

9,i3 

8,82 

3i 
1,23 

— 92 

11,17 

9,46 

i,7i 
93 

+ 78 

art of the outlay on the Indian Postal and Telegraph Department, all of which was formerly 
c arged to revenue, is now treated with effect from the year 1921-22 as capital expenditure 
and is met from loan funds. Debits of 60 and 66 lakhs respectively have been made to the 
Postal and telegraph Department in the revised estimates for 1921-22 and the budget for 
1922-23 on account of capital outlay, but the actual amounts of outlay on which interest 
should be charged have not yet been determined. 

9. The introduction of new taxation. 

The details of the new taxation imposed by the central Government during the three 
years, with the yields estimated for the first year of the taxation, are as follows 
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Details of Taxation imposed from 1920-21 to 1922-23. 

Year Nature of taxation 
Yield estimated 

for first year 
(Lakhs of rupees) 

1920-21 

1922-23 

(1) Substitution of a corporation or companies tax at flat 
rate of one anna in the rupee on total income of each 
company in excess of Rs. 50,000 a year for super-tax 
previously'in force  

(2) Import duties raised as follows :— 
General ad valorem rate raised from 7% t° 11 Per cent. 

except on matches and certain articles of luxury . . 
Specific import duty of 12 annas per gross boxes levied 

on matches in place of 7% Per cent, ad valorem . . . 
Duty on sugar raised to 15 per cent, and on certain 

articles of luxury to 20 per cent, ad valorem .... 
Duty on ale, beer, etc., raised to 6% an. per gallon; 

on spirits, liqueurs, to Rs. i83/4 per proof gallon with 
special rates for liqueurs, untested and perfumed 
spirits; and on wine's to Rs. 9 a gallon for sparkling 
wines and Rs. 414 for other wines  

Duty on tobacco other than unmanufactured tobacco 
raised by 50 per cent  

(3) Surcharge on railway goods traffic raised to 2% annas 
per rupee of net freight payable on all goods except 
food-grains, pulses, firewood and fodder  

(4) Postage rates raised as follows :— 
Rates for book, pattern and sample packets raised from 

% anna for every 10 tolas to % anna for every 
5 tolas  

Rates on money-order commission raised to rates in 
force up to April 1902  

Rates for registered newspapers raised from 1/4 anna 
for newspapers not exceeding 8 tolas and % anna 
for papers not exceeding 40 tolas to 1//4 anna up 
to 8 tolas and %> anna up to 20 tolas  

Rates for letter postage altered to % anna up to y2 t°la, 
9 pies up to 1 tola, 1 anna up to 2% tolas and 1 anna 
for every additional 2 ^ tolas  

(5) Rates of super-tax and income-tax on higher incomes 
revised so as to work to a maximum of 4 annas in the 
rupee in the case of supertax and 16 pies per rupee 
in the case of income-tax   

(6) Increase in railway passenger fares by 25 per cent, ap- 
proximately   

44 

8,17 

5,20 

71 

3,25 

6,00 

Carried forward. * 23,77 
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Year Nature of taxation Yield estimated 
for first year 

(Lakhs of rupees) 

Brought forward . . 
(7) Revision of postal rates, viz.: raising to % anna of 

V* anna postcard  
Abolition of 14 anna and 9 pies postage for letters, 

rates in future to be one anna up to 2% tolas and one 
anna for every additional 234 tolas ........ 

(8) Revision of import tariff as follows:— 
General ad valorem tariff raised from 11 to 15 per cent. . 
Import duty on iron and steel and railway material 

raised from 234 10 per cent., on foreign sugar from 
J5 25 per cent., on articles of luxury from 20 to 30 
per cent., and on liquors by 20 per cent  

Import duty on matches doubled, i.e. raised to Rs. 1.8.0. 
per gross boxes  

Import duty levied on yarn at 5 per cent, ad valorem . 
Imposition of excise duty of one anna per gallon on 

kerosene produced in India with corresponding increase 
in import duty  

(9) Rates of super-tax and income tax on higher incomes 
revised so as to work to maximum of 6 annas per rupee 
in case of former and 18 pies per rupee in case of 
latter   

23,77 

1,60 

9,64 

2,2 5 

Total . . . O 7,26 
(10) Methods of raising money by loans, if by : (a) long-term loans; (b) short-term loans intheoben 

market; (c) loans direct from the Central Bank leading to further new inflation. 
Money was raised in the period under review mainly in the form of short-term loans in the 

open marker both in India and in England. The details are \  

1920-21. 
Rupee Loans. 

• 6% bonds repayable in 1930  
5% loan repayable not earlier than 1945 and not later than 1955. 

Amount of loan 
Rs. 29,35 lakhs. 
. » 40 » 

(a) Rupee Loans. 

6% bonds repayable in 1926 . 
6% » » » 1931 . 

1921-22. 

(b) Sterling Loans. 

India 7% stock repayable not earlier than 1926 and not later than 
I93i  

India 5 34% stock repayable in 1932  

» 37,90 » 
» 11,31 » 

£734 million 
£10 » 
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1922-23. 
(a) Rupee Loans. 

6% bonds repayable in 1927  Rs. 26,26 lakhs 
6% » » » 1932  » 19,16 » 

(b) Sterling Loans. 

India 5 34% stock repayable in 1932  £I2 34 million 

In addition to the above, money was raised by means of Treasury bills of a maturity not 
exceeding 12 months to the extent of 51,95 lakhs and 6,96 lakhs respectively in the years 
1920-21 and 1921-22. It is hoped to discharge Treasury bills to the amount of 22,14 lakhs 
in 1922-23. 

(12) Note on the effect of local and provincial finance on the budget of the State. 

Local finance does not exercise any material effect on the finances of the central Govern- 
ment. As regards provincial finance, the transactions of the provincial Governments result in 
a net deposit or withdrawal of money lodged with the central Government, the figures for 
the three years being as follows :— 

Deposit (-(-) withdrawal (—) 
Lakhs of rupees. 

1920- 21   -f 87 
1921- 22 (revised)  — 10,17 
1922- 23 (budget)  — 9,85 

II. MONETARY MEASURES. 

The official year of the Government of India is from April 1st to March 31st, and this 
summary deals with the years ending March 31st, 1921, and March 31st, 1922. 

1. Increase or decrease of the note circulation. 

The statistics of note circulation at the beginning and at the end of the two years are given 
below in lakhs 1 of rupees: 

March 31st, 1920. . . 1,74,52 
» 1921. . . 1,66,16 
» 1922. . , 1,74,76 

It will be seen that the circulation at the beginning and end of this period of two years was 
practically unchanged. The variations in the note circulation during this period are due to 
a variety of causes, which are summarised below for each of the two years in question. 

1 A lakh 100,000 rupees. 
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I920“2r. 
Increase in note circulation owing to: 

(i) Return of rupees from the public  
(u) Return of gold coin from the public  

(m) Purchase of gold ’ ’ 
(iv) Purchase of silver bullion  
(v) Created Treasury bills added to the Paper Currency Reserve (at cost 

price)   v 

Lakhs of rupees. 
+ 24,95 
+ 5,34 
+ 12,85 
+ 77 

+ 31,02 

Total . . . 

Less (vi) Sales of gold to public  

(vii) English securities held in Paper Currency Reserve sold out 1 

+ 74,93 

— 29,79 
— 53,50 

Total . . . 
Net decrease in note circulation during the year  

— 83,29 
8,36 

r . 1921-22. 
Increase m note circulation owing to: 

(1) Return of rupees from circulation  
(11) Purchase of gold and silver bullion  

(in) TemPorary loan from Paper Currency Reserve against bills of 
exchange   

Lakhs of rupees 
+ 11,87 
+ 22 

+ 2,00 

Total 

Less (iv) India securities in Paper Currency Reserve cancelled 
(v) English securities in Paper Currency Reserve sold out 

Net increase in note circulation during the year. 
Total 

+ 14,09 

— 2,99 
— 2,50 

— 5,49 
8,60 

latlrJ
he ™ost lmporjant cause of variation was the continued return of silver rupees from circu- 

hr , r WaS
J
alS° a return of S°ld coin in 1920-21 when sovereigns were received froSThe public for a l.m,ted moratorium of 21 days at the old ratio of Rs. fj pTr sovereta t"al 

endcr value of the sovereign having been altered by legislation from Rs. 15 to Rs 10 per sove- 

BabLton Smhh r0” 192“’ “ accordance with the recommendations of the 
circularion dW not ah^ thlC01! , ^ Exchanf tnd Currency. The return of rupees from circulation did not alter the total currency in the hands of the public but merely affected its 
composition, silver rupees being replaced by currency notes. The return Tgdd coin from 

theCpublk,a0n
e
tdd ? VTf' am0Unted’in effect-t0 an addition to the total currency used by the public, as gold com had for some years ceased to be medium of circulation 7 

purchased^^thernv1920'21; ^ ^ °f g°ld Were made to the Public from g°ld bullion 
Fsee Sectfon“l61 belowr ^en m EuroPe Araerica and ^om the holding in the Reserve 

1? U,? (6^ below)- The currency in the hands of the public was increased to the extent tn 
wasFto reduc^thp0 pUrchaSed and added to the currency reserve, while the effect of sales of gold was to reduce the currency in circulation. ^ 

During 1920-21 the Secretary of State placed himself in funds for meeting the normal 
expenditure of the Government of India in England and the sterling drafts soli by them on 

11 
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London (See Section (6) below) by selling out sterling securities held in the Paper Currency Reserve 
in England to the value of £36y2 millions sterling. The payment to the Government in India of 
the value of the sterling drafts on London enabled the withdrawal and cancellation of a certain 
amount of currency in circulation. It was not, however, possible to effect a cancellation of notes 
to the full value of the sterling drafts; firstly, because this would have resulted in an excessive 
deflation of currency; and, secondly, because the sterling drafts were sold at a larger price in 
sterling per rupee than that at which the sterling securities from which they were met were 
valued in the Paper Currency Reserve. The difference in price had to be found from the general 
ways and means resources of the Government, and these were inadequate for the purpose. Accord- 
ingly, notes amounting to 17,07 lakhs were withdrawn from circulation and cancelled against 
the financial operations mentioned above, while Treasury bills of the Government of India were 
created ad hoc and placed in the Currency Reserve to the extent of 31,02 lakhs. 

Further, in October 1920, the gold and sterling securities held in the Reserve on that date 
were revalued at the new ratio of Rs. 10 instead of Rs. 15 to the sovereign, the resultant deficit 
being made good by placing in the Currency Reserve, bills created oA hoc to the value of 17,47 lakhs 
(at cost). This latter operation did not add to the note circulation, but merely altered the consti- 
tution of the Reserve. 

In the year 1921-22 there was a reduction of these created Treasury bills and a correspond- 
ing cancellation of notes to the amount of 3,37 lakhs. The renewal, however, of Treasury bills 
at various rates during the year made the net decrease of the holding of Indian securities (which 
are held in the Reserve at cost price) Rs. 2,99 lakhs only. 

The Secretary of State again placed himself in funds by selling out English securities to the 
amount of £2% millions, the corresponding amount of notes being cancelled in India. 

The note circulation was temporarily expanded in March 1922 by the issue of a loan of 
2 crores to the Imperial Bank of India against internal bills of exchange. This loan was made 
under a new procedure authorised by the Indian Paper Currency Amendment Act, 1920, which 
permits the issue of currency notes to an amount not exceeding 5 crores of rupees against bills 
of exchange maturing within 90 days from date of issue. The loan was at 8 % and was extin- 
guished in April 1922. 

Thus the net effect of the financial operations of the two years was that the note circulation 
was increased by 36,82 lakhs by the substitution of notes for silver currency in the hands of the 
public, while the currency in the hands of the public was contracted to the extent of 36,58 lakhs 
as the result mainly of the sales by the Government of gold and reserve drafts on London. The 
revaluation of the gold and sterling securities in the Paper Currency Reserve resulted in an addi- 
tion of 17,47 lakhs to the holding of Indian securities in the Reserve without affecting either the 
currency in the hands of the public or the bullion contents of the Reserve. 

2. The influence of Government expenditure on the currency. 

The figures of the revenue and expenditure of the Government of India for the two years 
in question are given below with the figures of the original budget estimates: 

Revenue. Expenditure. 

In lakhs of rupees. In lakhs of rupees. 
Budget. Actual. Budget. Actual. 

1920- 21  131.69 135.63 129,88 161,64 
1921- 22  128,31 II3T5 127,60 141,95 

(estimate) (estimate) 
1922- 23  133,23 I42,39 
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„ total deficit “ I92°-2i and in 1921-22 (estimated) was, therefore, 54,81 lakhs The 

toe on thfGr^tXr Wi*h Afghanistan ^to adjustments of arrear expendi- ture on the Great War. The deficit in 1921-22 was the combined result of a falline-off in 
revenue on account of bad trade and of increased expenditure on frontier defence faUwav 
working costs and general administration on account of higher prices of materials and of food^ 

increasff in^he^floItP Tl"13'?.!7 ''y.increased borrowing in England and India and by an 
constitut on of the P g rb The

D
prlnclpal effect on the currency was the alteration in the constitution of the Paper Currency Reserve by the substitution of 31,02 lakhs of created Treasury 

sterling toteiu o"^ London0"1 ^ Uti'iSed “ Eng'and fOT reVenUe pUrp0ses and for meeti"S 

3- The repayment of floating debt and the effects thereof. 

and end oTtKo “ ™below:' redUCti0n' ^ am°Unt outstanding a‘ ‘ha boning 

March 31st, 1920. 
» 1921. 
» 1922. 

In lakhs of rupees. 
42,87 
43.74 
54.02 

beenma'deTnmralranh7fbillS iSSUed the Paper Currenc5' Reserve- t0 whi<:h reference has 
course out of reveSi a h^th ^ ^'0n t°f the fl°atinS debt and wil1 be reduced in 

nf thl P ? 1: by the aPPr°Pni>tion of interest receipts from investments on behalf of the . Paper Currency Reserve) or by special appropriations from the asse” of the Gold 

l~n^
IV

t\T
h thfe fcepti0n of 12 “ores, which is a permissible holding U„L the 

nominal vLue) wasUas°fnollows rVe' The am°Unt °f biUS hdd “ tba Ra-rve (at 

March 31st, 1920. . 
» 1921. . 
» 1922. . 

In lakhs of rupees. 
10,09 
6l,26 
57.89 

Connection between the Government and the Central Bank of Issue. 

powerertoYsue^otes ^he t! ^“p ” ^ 4he ,Government beinS ‘he sole authority em- 

thTb^ic^dT^'1^ ^“.^rgs^ntrfte Imperial BaTof “^co^dtutionoi 
Board of r" ,tS SpePa relations with the Government, which is represented on the Central 
cZeJy fo~;rha;2o!“deSCribed “ ™Ph 2p °f tbe repo^of the ContmW S 

5- The restriction of granting of credits either by means of the rate of interest or in other ways. 

There was no such restriction. 
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6. The existence of any artificial control of exchange with a description of its character and effects. 

Between January 2nd and September 28th, 1920, the Government of India endeavoured to 
support exchange by the weekly sale of sterling drafts on London. The total amount sold was 
£55»382,ooo. This attempt was made in pursuance of the recommendation of the Babington- 
Smith Committee on Indian Finance and Currency, which recommended the establishment of the 
rupee at 2s. gold. A full account will be found in paragraph 16 of the Annual Report of the 
Controller of the Currency for 1920-21. The operation was ineffective, the market rate of 
exchange falling throughout this period and being consistently below the rates at which the 
Government endeavoured to support the exchange. 

Further, between September 1919 and September 1920 the Indian Government offered gold 
bullion for sale fortnightly, with the object, first, of reducing the internal premium on gold so as 
to facilitate the establishment of the new ratio, and, secondly, of supporting exchange by reducing 
imports of gold. These operations are fully described in paragraphs 32 and 18 respectively of the 
reports of the Controller of the Currency for 1919-20 and 1920-21. 

Since September 1920, no attempt has been made by the Government to control exchange. 
There has been no differential treatment of foreign holders of banknotes and credit balances. 

7. The causes and effects of deflation, if existing. 

The operations of the Government may ordinarily cause deflation in one of two ways: 

(a) By transfer of sterling reserves to India, the procedure being that, as the English securi- 
ties are sold out and used in England for Treasury or other purposes, the note issue 
is reduced by a corresponding amount in India unless Indian securities are substituted 
for those sold out; 

(b) By reduction of the created Treasury bills in the Paper Currency Reserve. 

Both these operations have taken place during the two years in question, although their 
effect on the total note circulation as shown in paragraph 1 has been obscured by other factors. 
The amount of notes cancelled in these two ways during 1920-21 and 1921-22 was as follows: 

1920- 21 . . . 17,07 lakhs nil 
1921- 22 . . . 2,50 » 3,37 lakhs. 

The balance of the total deflation of 36,58 lakhs mentioned at the end of Section (1) above 
was the result mainly of the sale of gold which was held in the Paper Currency Reserve or was 
purchased by the Government in previous years. 

As every crore (roo lakhs) of notes cancelled means a withdrawal of a crore from the money 
market, with proportionate tightening of money, these cancellations have in the year 1921-22 
had a sensible effect on money rates. A trade demand for money in connection with the move- 
ment of the cotton and rice crops commenced in the middle of December 1921. In consequence, 
the full programme of deflation was not carried out, and a cancellation of 4,06 lakhs of created 
securities made in August and November 1921 was, in fact, reversed in December 1921 when the 
period of tight money set in. The Indian Legislative Assembly subsequently suspended, for 
the years 1921-22 and 1922-23, the provision of the Indian Currency Amendment Act 1920, 
which requires the interest on all investments in the Paper Currency Reserve to be utilised for 
reduction of the created Treasury bills in the Reserve until the latter are reduced to the figures 
contemplated in the Permanent Constitution of the Reserve. The deflation of 3,37 lakhs which 
was carried out in February and March 1922 represents partly an adjustment on the remittance 



2,50 lakhs made to the Secretary of State through the Paper Currency Reserve in respect of 
the difference between the value at which it was actually held in the Paper Currency Reserve 
and its rupee equivalent at the market rate of exchange at the time of remittance, and partly 
a cancellation equivalent to the excess of the assets of the Gold Standard Reserve over £40 mil- 
lions, it having been decided to utilise such excess assets of the Gold Standard Reserve towards the 
reduction of created securities in the Paper Currency Reserve. If the cancellation of an amount 
equivalent to the interest on the securities in the Reserve had been added to the above, there 
would have been a further cancellation before March 31st, 1922, of about 4 crores. 

III. COMMERCIAL MEASURES. 

1. The abolition or the establishment of prohibitions on imports and exports or of special permits,' 
the abolition or lowering of import or export duties, etc. 

During the period in question (i.e. from April 1920 up to date) the following prohibitions 
have been imposed and relaxations allowed on imports and exports respectively :  

Prohibition imposed on imports. 

Names of articles. 

(l) Shaving brushes, tooth brushes, nail 
brushes and paint brushes manufac- 
tured in or exported from Japan. 

(11) Russian rouble notes. 

(m) Wireless telegraph apparatus except such 
as are obtained under a licence. 

Country to which prohibition applies. 

All countries. 

Do. 

Do. 

Prohibition on exports. 

(1) Poppy seed. 

(n) Bajra, barley, pulse, jawar, lentils, grain, 
maize, and wheat, and flours made 
therefrom. 

(in) Rouble notes except such as can be ex- 
ported under a licence. 

(iv) Cattle, Ongole breed (from the Madras 
Presidency only). 

China. 

Destinations other than Persian Gulf ports, 
Ceylon, Jeddah, Mauritius, Makran coast, 
East Africa, Seychelles, Portuguese India, 
Aden, Shehr and Mokalla, Straits Settle- 
ments, Labua, Siam. Perim, Hong Kong, 
South Africa, Australia, New Zealand, Fiji 
Islands, British Guiana and West Indies. 

All destinations. 

Do. 



no 

Names of articles. 

(v) Coal, except such as is taken out of 
British India by sea by the Crown 
or is taken under permit for bunker- 
ing purposes. 

(vi) Charas. 

Country to which prohibition applies. 

All destinations. 

Egypt, Palestine, Turkey and Mesopotamia. 

Removal of prohibition on imports. 

Old newspapers in bulk. Norway, Sweden, Denmark, Holland, Spain, 
Roumania and European Russia. 

Removal of prohibition on exports. 

Pig-iron, rice and rice flour, silver bullion and All destinations, 
coin, aluminium ores, raw wool, camels, 
uniforms, cinchona bark and quinine. 

The following articles have been exempted from import duty since April 1920 

(I) Winnowers, threshers, mowing and reaping machines, elevators, seed-crushers, chaff- 
cutters, root-cutters, ploughs, cultivators, scarifiers, harrows, clod-crushers, seed- 
drills, hay-tedders, and rakes, and component parts of these implements when so 
constructed as to be worked by power other than manual or animal . 

(II) Binding machines, ensilage-cutters, and agricultural tractors and component parts thereo 
used for agricultural purposes. 

(iv) Cream separators, milk sterilizing or pasteurizing plant, milk aerating and cooling apparatus, 
churns, butter dryers, butter workers, and component parts thereof used for dairy 
purposes, when constructed as to be worked by power other than manual or animal. 

(v) Metallic ores. 
(vi) Pearls, imported, pierced. 
(vn) Unmanufactured mica. 
(vm) Grain, pulse and flour (up to December 31st, 1922). 

The import duty has been reduced in the case of the following articles : 

(1) 
(n) 

(in) 
(iv) 

Aeroplanes and parts thereof, aeroplane engines and parts. 
Stereo blocks, wood blocks, half-tone blocks, electrotype blocks, galley presses, proof, 

presses, arming presses, copper-plate printing presses, rolling presses ruling machines 
ruling pen-making machines, lead and rule cutters, type-casting machines, type-setting 
and casting machines, rule-bending machines, rule-mitreing machines, bronzing 
machines, leads, wooden and metal quoins, shooting-sticks and galleys. 

Bicycles, tricycles and accessories thereof. 
Motor omnibuses. 

1 Those worked by manual or animal labour were already exempt. 
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(v) Switchboards imported complete or in parts, provided that the Collector of Customs 
is satisfied that they are for use on high-pressure 1 circuits. 

Oil switches and oil circuit breakers. 
Motor starters and controllers of all types with their accessories and resistances, provided 

that the Collector of Customs is satisfied that they are for use with machinery and not for motor 
vehicles, tramcars, lifts or the like. 

Regulators and rheostats of all types with their accessories, resistances, except regulators 
for fans (other than induced or forced-draft fans), and resistances intended for purposes other than 
the control of machinery. 

Transformers, with their accessories or parts, static converters and static condensers of 
three k. v. a. capacity or over. 

2. The existence (or abolition) of price discrimination against foreign trade. 

The Government of India has never had any price discrimination against foreign 
trade, and there is no question at present of imposing any. 

3- The conclusion of: (a) commercial conventions; (b) transport conventions. 

(a) Commercial agreements have been concluded with the following States 

(i) Czechoslovakia. 
(li) Finland. 
(in) Esthonia. 
(iv) Lithuania. 

(b) The Barcelona Convention has been ratified on behalf of India. 

October 5th, 1922. 

The expression ‘‘high pressure” has the meaning assigned to it in the Indian Electricity Rules, 1911. 
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I. BUDGETARY MEASURES. 

I. How jar ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

In the budgets since 1919-1920, the ordinary expenditure was covered as follows 1. 

1919- 1920 
Estimate . . . 
Closed Account. 

1920- 1921 
Estimate . . . 
Closed Account. 

1921- 1922 
Estimate . . . 

1922- 1923 
Estimate . . 

Ordinary 
revenue 

Yen 

839»i4°»943 
1,063,120,909 

1,012,614,197 
1,174,688,429 

1,238,456,628 

i,245,457»634 

Ordinary 
expenditure 

Yen 

505,936,692 
502,785,948 

744.354.941 
709.313.941 

911,108,967 

941,762,981 

Percentage of 
revenue against 

expenditure 

% 

165 
215 

136 
165 

135 

132 

> These figures comprise only the General Accounts, and the same remark applies to ^e pamgmpto 
following with the exception of (8) "The financial position of public undertakings , and (to) Methods of 
raising money by loans”, which include the Special Accounts. 



2. Whether expenditure for armaments has been reduced. 

The expense on defence in 1922-1923 was curtailed in the voted ordinary expenditure, the 
items and amounts of which are as follows: 

A”»y: Ye„ 
Reduction caused by altering the date of joining and disbanding the corps . 1,221,542 

Navy: 

Reduction caused by saving the voted expenditure  
Reduction caused by discharge of obsolete ships  
Reduction caused by cutting down of fleet and headquarters  

Total .... 
Grand Total . . 

Besides the above-mentioned economies, some parts of the voted expenditure are to be 
carried over to the following years. Taking all other decreases and increases of expenditure into 
account, the total expenditure to be curtailed for 1922-1923 is as shown in the following table. 

18,230,990 
3,844,291 

. 492.043 

• 22,567,324 
23,788,866 

Ordinary- Extraordinary Total 

Army: 
1921- 1922  
1922- 1923  
Decrease (—) or in- 

crease (-4-). . . . 

Navy1 : 
1921- 1922  
1922- 1923  
Decrease (—) or in- 

crease (+). . . . 
Total decrease or in- 

crease   

Yen 

183,336,659 
196,990,133 

+ 13.653.474 

144,872,911 
135.170.228 

— 9,720,683 

+ 3.950,791 

Yen 

79,926,291 
58,989,588 

— 20,936,703 

357,252,064 
259,921,647 

97,330,417 

118,267,120 

Yen 

263,262,950 
255,979,721 

7,283,229 

502,124,975 
395,091,875 

107,033,100 

114,316,329 

3. The extent of unproductive extraordinary expenditure. 

The unproductive expenditure referred to above comprises all expenditure other than the 
under-mentioned items, which are regarded as productive expenditure, except, however, the 

prises^ °n ^ e na^ona^ loans, the principal of which is partly applied to unproductive enter- 
(a) Expenditure, the outlay of which affords some material interest to persons and 

consequently brings revenue to the State. 
(b) Expenditure for the development of industry and communication. 
(c) Expenditure disbursed for capital accommodation or public establishments. 

The curtailment of the Navy expenditure is not based on the Washington Naval Agreement of 1921-22. 



The expenses for the construction of railways are not included, because they are defrayed 
out of Special Accounts. 

The ratio of unproductive extraordinary expenditure to the total extraordinary expenditure 
has been as follows: 

1919- 1920: 
Estimate . . . 
Closed Account 

1920- 1921: 
Estimate . . . 
Closed Account 

1921-1922: 
Estimate 

1922-1923: 
Estimate 

Total 
extraordinary 
expenditure 

Yen 

558,253,648 
669,542,356 

651,928,362 
650,664,313 

680,177,819 

540,656,980 

Unproductive 
. expenditure 

Yen 

441>445>919 
449,872,220 

506,884,013 
488,137,005 

513,468,686 

390,086,287 

Ratio 
of the latter 

to the former 

% 

79 
67 

78 
75 

75 

72 

4. The extent of productive ordinary expenditure. 

The ratio of productive ordinary expenditure to total ordinary expenditure is shown in the 
following table. 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921-1922 
Estimate 

1922-1923 
Estimate 

Total ordinary 
expenditure 

Yen 

505,936,692 
502,785,948 

744.354.941 
709.313.941 

911,108,967 

941,762,981 

Productive 
expenditure 

Yen 

63,526,319 
60,300,512 

115,156,498 
107,701,030 

160,702,293 

176,810,343 

Ratio 
of the latter 

to the former 

% 
12 
12 

15 
15 

18 

19 



5- Policy of the Government in the case of remuneration granted to officials by reason of varia- 
tions in the cost of living and the effects, of this policy on budget conditions. 

In order to meet the increased cost of living caused by the advance of prices, special bonuses 
were paid, and foreign service allowances and travelling expenses were increased from 1918-19. 
Smce August 1st, 1920, salaries, wages, foreign-service allowances, other allowances and 
travelling expenses 1 were permanently increased and the same increase was added to the 
pension for retired officials and to the annual allowance to members of the Diet. The main 
points and the effects on the budget of these altered salaries, etc., may be summarised as follows: 

I. Increase of salaries of Government officials, etc. 

(a) Officials: 

The annual salaries of under 300 yen are increased by 100 %. The increase in the rate of 
salaries from 300 yen to 3,000 yen is reduced gradually as the salaries become higher. Those 
•between 3,000 yen and 5,500 yen are increased by from 27 % to 50 %, with a maximum of 1,500 
yen, those between 5,500 yen and 6,500 yen are increased by from 8 % to 16 %, the total salary 
bemg within the limit of 7,000 yen; those over 6,500 yen (and not over 7,500 yen) are increased 
bY ° /o at the most, the increase not exceeding 500 yen. 

(6) Pay of the army and the navy: 

The pay to army men is increased by 140 % or less on an average, while that to seamen is 
increased by 82 % or more on an average. 

(c) Non-official staffs, employees: 
The jailers receive average increases of 100%; the non-official staffs receive increases of 60 % 

on an average; while transport workers receive increases of 105 %, and those in other concerns 
receive increases of 80 % on an average. 

The total average of increase is about 78 % and the corresponding increase of salaries and 
pay is introduced m the budget. 

II. Increase of foreign service and other allowances. 

. , Addltlonal salaries or allowances for foreign service officials, and allowances for foreign 
irntructors, etc., are increased by 50 %, while expenses for students sent abroad by the Ministry 
ot Education are increased by 100 %. 

III. Increase of travelling expenses. 

Daiiy allowances and lodging charges are increased by 200 % for journeys both inland and 
abroad, and the railway and passage fares are paid according to the actual expenses, but, owing 
to a reduction in the number travelling, the estimated amount is increased by 100 % com- 
pared with former expenditure. 

TV. Increase of pensions. 

Pensions to retired officials are calculated on the basis of the salary at the time of retirement, 
so that those who retired after the augmentation of salary was introduced receive increased 

1 The amendment of the regulation concerning travelling expenses was introduced about the same time 
as the permanent increase of salaries, etc. 
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pension as a result. Those who retired before the salaries were permanently increased receive 
pensions calculated on the total sum of both their salary at the time of retirement and an addi- 
tional sum calculated on the same standard as that which was introduced with regard to the 
permanent increase of salary. The average amount of increase is equivalent to 71%, and the 
corresponding increase of expenditure is introduced in the budget. 

V. Salaries of the members of the Diet. 

The salaries of the members of the Diet are increased by 50 %. 
The increased expenditure thus resulting may be summed up as follows 1: 

Yen 

Salaries of officials  83,381,721 
Foreign-service allowances, etc. . 3,914,271 
Travelling expenses  9»3I9>768 
Pensions   22,914,251 
Salaries of the members of the Diet 711,000 

Total . . 120,241,011 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 

In order to mitigate the stress on the national life caused by the rise of prices and the short- 
age of the supply of home-grown rice during 1918-1919 and 1919-1920, the Government 
appointed certain traders to import foreign rice and sell it at a low price, a State subsidy being 
provided. . . x n . 

The quantity of rice sold and the amount of the subsidy in 1919-1920 were as follows. 

Rice sold  Koku2 245,313 
Subsidy  Yen 8,079,607 

Later in 1919-1920, the Government bought rice from abroad and sold it in the country 
at a low price. The quantity and the price of purchase and of sale were as follows: 

1 These figures are mainly the increase in expenditure for 1920-21 as regards the items which appeared 
in the previous budget, and do not include the following increases for and after 1920-21: 

(a) The increase in the newly created expenditure, caused by augmenting the payment to officials, etc- 
(b) The increase of payment for salaries out of the voted expenditure or other similar expenditure, 

which is appropriated within the limit of the voted amount of the fixed expenditure. 
( 1.80391 hectolitres. 

1 Koku | ^ g500^ bushels. 
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Quantity imported   
Purchase price 1  
Average purchase price per koku 
Quantity sold  
Proceeds from the sale .... 
Average sale price per koku . . 

The rice unsold was properly disposed of. 

Koku 1,434,021 
Yen 95,349,748 
Yen 66.491 
Koku 831,680 
Yen 30,639,458 
Yen 36.840 

7. Charges for unemployment. 

The outlays for unemployment are as follows: 

For 1921-1922: 

Subvention to the labour exchanges for workers other than 
mariners, etc  

Yen 

222,000 

For 1922-1923: 

Subvention to the labour exchanges for workers other than 
mariners, etc  

Expenses of the labour exchanges for mariners  
222,000 
74.753 

Total . . . 296,753 

8. The financial position of public undertakings. 

• ^ G°vernment undertakings, forest, postal, telegraphic and telephone services are included in the General Accounts, while the rest are managed under Special Accounts. The 
profits from the undertakings are, however, all transferred into the General Account and are 
applied as the revenue thereof, except the profits of the Railway Special Account and the excess 
of revenue of the Popular Life Insurance Special Account. The former are appropriated to the 
Construction and Improvement Fund of the Government railways, while the latter is put into 
the Premium Reserve Fund. 

The financial position of the Government undertakings is briefly shown in the following 
tables. 

The purchase price includes the charges for warehousing and expenses for sale. 
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Forests. 

(General Account.) 

Revenue Expenditure Profit 

1919-1920 1 

Estimate . . . 
Closed Account 

1920- 19211 

Estimate . . . 
Closed Account 

1921- 1922 
Estimate . . . 

1922- 1923 
Estimate . . . 

Yen 

16,532,286 
32,900,818 

24,807,721 
35,863,844 

32,057,000 

39,221,435 

Yen 

6,673,592 
6,483,974 

12,986,604 
h,798,349 

15,666,494 

23,066,515 

Yen 
9,858,694 

26,416,844 

11,821,117 
24,065,495 

i6,390,5o6 

16,154,920 

Postal, Telegraphic and Telephone Service. 

( General Account.) 

1919- 1920 1 

Estimate . . . 
Closed Account 

1920- 19211 

Estimate . . . 
Closed Account 

1921-1922 
Estimate 

1922-1923 
Estimate 

Revenue 

Yen 
126,866,992 
132,801,721 

160,537,787 
139,672,606 

Expenditure 

Yen 
52,092,552 
49,315,140 

97,864,204 
90,188,394 

187,177,396 139,683,845 

187,849,768 149,397,730 

Profit 

Yen 

74,774,440 
83,486,581 

62,673,583 
49,484,218 

47,493,551 

38,452,038 

1 The expenditure for 1919-20 and 1920-21 does not include temporary allowances to officials and employees, 
which were defrayed from the Contingency Expense Account in consequence of the advance of prices. 



Printing Office. 

(Special Account.) 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921- 1922 
Estimate . . . 

1922- 1923 
Estimate . . . 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921- 1922 
Estimate . . . 

1922- 1923 
Estimate . . . 

Revenue 

Yen 

5,989,470 
6,847,714 

8,261,499 
9,154,810 

ii>594,576 

IO>979>775 

Profit other than 
revenue 1 

Yen 

711,859 

1,001,153 

Expenditure 

Yen 

5,423,875 
6,247,432 

7,594,249 
8,010,277 

10,470,324 

9,847,984 

Loss other than 
expenditure 1 

Yen 

93,000 
442,126 

754,472 

Excess of 
revenue 

Yen 

565,595 
600,282 

667,250 
1,144,533 

1,124,252 

i,i3i,79i 

Net profit 

Yen 

472,595 
870,015 

667,250 
1,391,214 

1,124,252 

1,131,791 

1 “Profit other than revenue” represents all such profits other than revenue which may be regarded 
as profit m the light of the Profit and Loss Account of the enterprise, such as value of raw material carried over 
to the next year, material or manufactured goods and unpaid revenues. 

Loss other than expenditure” implies all such losses other than expenditure which may be regarded as 
loss m the light of the Profit and Loss Account of the enterprise, such as value of raw material carried over 
from preceding year, material or manufactured goods and unpaid expenditure. 

The same notes apply to the accounts of other undertakings. 
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Monopoly Office (Tobacco, Salt and Camphor). 

(Special Account.) 

Revenue Expenditure Excess of revenue 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921-1922 
Estimate 

1922-1923 
Estimate 

Yen 

180,330,915 
223,991,645 

258,057,858 
249,540,821 

271,963,886 

270,018,355 

Yen 

124,050,150 
151,330,107 

159.382,729 
186,586,871 

192,467,900 

174,885,362 

Yen 

56,280,765 
72,661,538 

62,675,129 
62,953,950 

79,495,986 

95,132,993 

Profit other than 
revenue 

Loss other than 
expenditure Net profit 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921-1922 
Estimate 

1922-1923 
Estimate 

Yen 

33,130,527 
85,284,520 

49,603,172 
141,359,926 

57,635,974 

48,017,768 

Yen 

19,441,753 
52,448,688 

17,663,153 
85,397,x23 

40,643,460 

43,130,006 

Yen 

69,969,539 
105,497,370 

94,615,148 
118,896,753 

96,488,500 

100,000,755 



121 

Steel Foundry. 

(Special Account.) 

Revenue Expenditure Excess of revenue 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921- 1922 
Estimate . . . 

1922-1923 
Estimate 

Yen 

167,088,832 
85,733,924 

109,029,547 
56,699,684 

105,195,579 

71,246,288 

Yen 

133,109,444 
76,533,789 

108,136,463 
82,080,723 

101,694,836 

78,265,683 

Yen 

33,979,388 
9,200,135 

893,084 
— 25,381,039 

3,500,743 

— 7,019,395 

Profit other 
than revenue 

Loss other than 
expenditure Net profit 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921-1922 
Estimate 

1922-1923 
Estimate 

Yen 

16,169,054 
54,687,107 

23,696,767 
67,626,125 

59,288,494 

58,859,371 

Yen 

15,146,383 
58,792,419 

20,971,766 
42,230,343 

59,288,494 

51,829,621 

Yen 

35,002,059 
5,094,823 

3,618,084 
14,743 

3,500,743 

io,355 

12 
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Popular Life Insurance. 

(Special A ccount.) 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921- 1922 
Estimate . . . 

1922- 1923 
Estimate . . . 

Revenue 

Yen 

4,899,830 
7»ii7»538 

8,272,387 
10,302,679 

12,533.257 

i9.475.o63 

Expenditure 

Yen 

2,739,l66 
2,815,462 

4,56i,547 
4,255,039 

6,592,979 

9,006,078 

Excess of revenue 

Yen 

2,160,664 
4,302,076 

3,710,840 
6,047,640 

5,930,278 

10,468,983 

Imperial Railway. 

(Special Account.) 

Profit and Loss Account. 

Revenue Expenditure 
Subvention to local 
railways paid out of 

expenditure 

1919- 1920 
Estimate . . . 
Closed Account 

1920- 1921 
Estimate . . . 
Closed Account 

1921-1922 
Estimate 

1922-1923 
Estimate 

Yen 

328,920,651 
378,035,430 

440,070,025 
422,208,963 

495,501,738 

501,798,815 

Yen 

279,537,906 
308,633,750 

376,070,025 
362,835,788 

404,201,738 

398,718,815 

Yen 

1,500,000 
743,523 

1,500,000 
620,513 

1,500,000 

2,000,000 
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Imperial Railway (Continued). 

1919- 1920 
Estimate . . . 
Closed Account. 

1920- 1921 
Estimate . . . 
Closed Account. 

1921- 1922 
Estimate . . . 

1922- 1923 
Estimate . . . 

Excess of 
revenue 

Yen 

49,382,745 
69,401,680 

64,000,000 
59,373,175 

91,300,000 

103,080,000 

Profit other than 
revenue 

Yen 

Loss other than 
expenditure 

Yen 

5,015,584 

5,015,584 

Net profit 

Yen 

49,382,745 
59,386,096 

64,000,000 
54,357,591 

91,300,000 

103,080,000 

9. The introduction of new taxation. 

No new tax has been introduced since the summer of 1920, though some amendments 
were carried out in the Income Tax Act, Custom Tariff Act, Sake Manufacture Tax Act, Beer 
Tax Act, and Alcohol and Alcoholic Beverage Tax Act. 

The Income Tax Act was completely amended and was drawn up on the principle of collec- 
tive taxation, in which are embodied earned income allowance, family allowance for small 
income, the raising of the lowest taxable income, and the revision of the progressive rate. This 
amendment may be considered of great consequence and importance from the standpoint of 
social politics. 

10. Methods of raising money by loans, whether by: (a) long-term loans; (b) short-term loans 
in the open market; (c) loans direct from the central bank leading to further new inflation. 

The amount of money raised by loan for both General Accounts and Special Accounts 
each year was as follows: 

Yen 
1920   235,224,375 
1921   359,221,900 
1922 (from January to June) . 90,779,325 

These amounts were all raised by issuing in the market short-term loans of from three to 
eight years. 

The loans direct from the central bank, beside the above loans, are of small amount. 

11. The influence of foreign loans and trade balances. 

No considerable change has taken place with regard to the foreign loans since the summer 
of 1920. 



  124 

It may be noted in passing that the outstanding amounts of the foreign loans at the end 
of 1920 and 1921 are 1,428,293,532 yen and 1,362,370,446 yen respectively. 

12. The effect of local and provincial finance on the budget of the State. 

Local government finance has no direct effect upon the budget of the State, but it expands 
year by year, as may be seen from the state of local loans. 

The outstanding amount of the local loans increases year by year, as may be clearly seen 
from the following figures: 

Yen 
At the end of 1913  305,343>295 
At the end of 1920  436,409,008 
At the end of October 1921. . 475,816,826 

The increase may be explained by the fact that the expenditure on local finance is increased 
mainly on account of the civil engineering expenses caused by calamities, while the proceeds 
from the revenue fail to keep pace with the expenditure, which naturally necessitates the raising 
of local loans. 

The increasing issue of local loans is apt to have an effect on the floating of national loans. 
The subvention by the State of local governments is estimated at 56,649,451 yen for 

1921-1922 and 55,208,671 yen for 1922-1923, the details of which are shown in the following 
tables. 

(On August 3rd, 1922.) 

Estimate for 
1920-21 

Closed 
Accounts for 

1920-21 

Estimate for 
1921-22 

Estimate for 
1922-23 

Ordinary: 
Home Dept. . . . 
Education Dept. 
Agriculture and 

Commerce Dept 
Communication 

Dept. . . . 

Total . 

Extraordinary: 
Home Dept. . . . 
Agriculture and 
Commerce Dept. 

Total . 

Grand total. . 

Yen 

19,927,642 
12,505,380 

47i,3°8 

209,724 

33,114,054 

12,695,322 

1,854,363 

14,549,685 

47,663,739 

Yen 

19,804,573 
12,505,576 

470,996 

210,733 

32,991,678 

12,998,017 

2,076,326 

15,074,343 

48,066,021 

Yen 

20,290,314 
13,382,376 

47i,3o8 

233,369 

34,377,367 

20,249,721 

2,022,363 

22,272,084 

56,649,431 

Yen 

20,737,278 
13,382,376 

47i>3o8 

367,766 

34,958,728 

17,825,204 

2,424,739 

20,249,943 

55,208,671 
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II. MONETARY MEASURES. 

i. Increase or decrease of the note circulation. 

Standing Amount of Notes. 

(In thousands of yen.) 

1920 
July . . . 
August . . 
September 
October . . 
November 
December . 

1921 
J anuary 
February . 
March 
April . 
May . 
June . 
July . 
August 
September 
October . . 
November 
December 

1922 
January 
February . 
March . . 
April . . . 

Bank of 
Japan 

Bank of 
Chosen 

Yen 

1,202,433 
1,217,077 
1,170,144 
1,192,082 
1,180,216 
1,439,241 

1,235,137 
1,140,673 
1,177,665 
1,147,384 
1,117,961 
1,218,843 
1,142,628 
1,192,587 
1,232,935 
1,255,800 
1,283,121 
1,546,546 

1,377,490 
1,246,070 
1,289,420 
1,226,957 

Yen 

99,571 
96,915 
96,271 
95,459 
98,972 

114,035 

103,324 
100,029 
106,955 
104,079 
99,542 
98,609 

100,519 
103,457 
109.717 
114,485 
125.872 
136,360 

118.717 
121,906 
114,043 
101,849 

Bank of 
Taiwan 

Yen 

40,527 
36,218 
36,627 
33,422 
34,891 
40,249 

38,706 
36,268 
38,004 
36,115 
34,981 
36,270 
36,322 
35,937 
36,338 
35,491 
35,105 
40,864 

36,834 
36,231 
35,000 
32,827 

Total bank 
notes 

Govern- 
ment 
notes 

Grand total 

Yen 

1,342,531 
1,350,210 
1,303,042 
1,320,963 
1,314,079 
1,593,525 

1,377,167 
1,276,970 
1,322,624 
1.287,578 
1,252,484 
1,353,722 
1,279,469 
1,331,981 
1,378,990 
1,405,776 
1,444,098 
1,723,770 

1,533,041 
1,404,207 
1 438,463 
1,361,633 

Yen 

184,890 
190,790 
193,810 
197,560 
200,000 
200,000 

205,850 
209,230 
213,630 
213,620 
213,630 
213,630 
213,630 
216,300 
216,500 
216,500 
216,500 
216,500 

216,500 
218,000 
205.177 ; 
203.177 I 

Yen 

1,527,421 
1,541,000 
1,496,852 
1,518,523 
1,514,079 
1,793,525 

1,583,017 
1,486,200 
1,536,254 
1,501,208 
1,466,114 
1,567,352 
1,493,099 
1,548,281 
1,595,490 
1,622,276 
1,660,598 
1,940,270 

1,749,541 
1,622,207 
1,643,640 
1,564,810 

Compared 
with previous 

month 

2. 

Yen 
+ Increase 
— Decrease 

— 158,224 
+ 13,578 
— 44,147 
+ 21,671 
— 4,445 
+ 279,446 

— 210,507 
— 96,817 
+ 50,054 
— 35,046 
— 35,094 
+ 201,239 
— 74,253 

55,182 
47,209 
26,786 
38,321 

+ 
+ 
+ 
+ 
+ 279,673 

— 190,729 
— 127,335 
+ 21,433 
+ 78,830 

The influence of Government expenditure on currency. 

Government expenditure has no direct influence upon currency, it being always covered 

bL^6 ^?VenUe °f ,taxeS’ duties> receiPts from public undertakings, etc., and recourse not being had to the issue of paper money or to advances by the central bank to meet the expenditure 
ough Government expenditure increases or decreases almost proportionately as the note 
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circulation increases or decreases, it is not to be concluded from this fact that the Government 
expenditure has any influence on currency. 

3. The repayment of floating debt and the effects thereof. 

Since the summer of 1920, floating debt, when matured, has been converted. In converting 
it the Government has adopted the principle that it should be funded as far as possible. 

4. Connection between the Government and the central bank of issue. 

There are two banks of issue other than the Bank of Japan, which is the central bank of 
Japan, viz.: the Bank of Chosen and the Bank of Taiwan. These banks, however, have a limited 
power of issue. The Bank of Chosen issues notes which are legal tender only in Chosen, and the 
Bank of Taiwan only in Taiwan. 

The status of the central bank, i.e. the Bank of Japan, is regulated by the Act of 1822 (Bank 
of Japan Act). The Bank of Japan, in accordance with this Act, is a joint-stock company with 
limited liability and is under the auspices of the Government. It has the power to issue bank- 
notes as legal tender and receives and disburses State funds. 

As regulated by the Act of 1822 the Government controls the central bank of issue in the 
following manner: 

(I) The bank must obtain the permission of the Minister of Finance: 

(a) To establish branches; 
(b) To open correspondence with other banks; 
(c) To buy or sell Government bonds. 

(II) The bank must petition the Government before extending the terms of business 
and before increasing its capital. 

(in) Any person desiring to become a shareholder of the bank must obtain the per- 
mission of the Minister of Finance. 

(iv) The Governor and Vice-Governor are nominated by the Government, and the 
Directors are nominated by the shareholders at their general meeting, and must be appointed 
by the Minister of Finance. 

(v) The Minister of Finance shall direct the Comptroller to visit the bank for the 
purpose of inspecting all its transactions. 

(vi) The bank must make a report to the Minister of Finance stating in detail the 
actual condition of all the business. 

(vn) The sanction of the Government must be obtained before the bank can enact 
or amend by-laws and deal with matters not provided for in them. 

(vm) The Government shall inspect the management of the bank’s business. 

Besides the controlling powers above mentioned, the bank is subject to the control of the 
Government in regard to the issue of banknotes as regulated by the Bank Notes Act. 

5. The restriction of granting credits either by means of the rate of interest or in other ways. 

There is no restriction of this kind in Japan. 

6. The existence of any artificial control of exchange. 

There is no artificial control of exchange existing in Japan. The export of gold and silver 
coin and bullion is subject to the licences of the Finance Minister, for which reason the rate of 
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exchange with certain countries is under specie-point. But this system has been adopted to pre- 
vent the outflow of gold from the country and does not aim at the control of exchange. 

Foreign holders of banknotes and credit balances are in the same position as native holders 
and are not treated differently from them. 

7. The causes and effects of deflation. 

Since the summer of 1920 there have been some movements in the amount of note circul- 
ation, but, broadly speaking, they are not of importance. 

III. COMMERCIAL POLICY. 

1. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

Neither the abolition nor the establishment of prohibition on imports and exports or of 
special permits has been effected. 

Some alterations in the import tariff, however, were introduced in 1920 and 1921, the prin- 
cipal reasons for which were as follows: 

The previous specific import tariff rate, fixed in 1909 on the prices of the commodities at 
that time, had been proved to be too low in comparison with the advanced prices, which had 
become universal since the last war. These circumstances called for a general reform in the 
specific tariff. 

Further alterations in the import tariff on special articles were also necessitated owing to the 
post-war economic and financial condition. 

The Sake brewery tax was increased with other inland taxes, and consequently it became 
necessary to raise the rate of import duties on alcoholic liquor so as to maintain equilibrium with 
the inland tax. 

Some alteration in the tariff rate was required in order both to protect the dyestuff and 
other chemical industries and to facilitate the importation of raw materials with a view to 
stimulating the development of industries in recent years. 

It was also considered to be necessary to take proper measures for the protection of important 
industries from the danger of the importation of unreasonably cheap articles or the sale of 
imported articles at unreasonably low prices. 

2. The existence or abolition of price discrimination against foreign trade. 

No price discrimination exists against foreign trade. 
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3- The conclusion of: (a) commercial conventions ; (b) transport conventions. 

The Japanese Government concluded a commercial treaty with the Government of Paraguay* 
which was signed on November 17th, 1919, and of which the exchange of ratifications took 
place on August 25th, 1921. 

The Declaration recognising the Right to a Flag of States having no Sea-coast, and the 
Convention and Statute on Freedom of Transit, were signed by Japan, but still remain to be 
ratified. 

November i^th, rQ22. 



Luxemburg. 

The present statement is in continuation of the information given in the report which theDelegate 
of the Grand-Duchy of Luxemburg submitted to the International Financial Conference at Brussels 
in October 1920. 

I. BUDGETARY MEASURES. 

1. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

It did not prove possible in the years 1921 and 1922, any more than in 1920, to balance 
the budget by means of the ordinary resources of revenue. Even without taking account of 
extraordinary expenses, it has not yet been possible completely to restore the budgetary equi- 
librium, which had been upset by the war. 

For the financial year 1921 the ordinary expenses — which are not shown separately in the 
text of the budget — may be estimated at 73 million francs, and the receipts at 55 million francs. 

According to the Budget Law of 1922, ordinary expenditure amounts to 79 million francs and 
ordinary receipts amount to 46 million francs. 

According to these estimates, about one-third of the ordinary credits will have to be met from 
extraordinary resources. However, various fiscal laws which have just been passed will cause the 
revenue of the State to rise, during the remaining months of 1922, to a much higher figure; 
and when all the laws imposing taxation which have at present been voted, or which have at 
least passed their first reading, have been put in force, the normal receipts will offset the current 
and ordinary expenditure, both of which will be somewhere in the neighbourhood of 70 to 80 mil- 
lion francs. In other words, their total will be three or four times as great as those in the pre-war 
budgets. With the aid of the fresh sources of revenue which have just been referred to, the 
Government believes that it will be able to balance the budget of the Grand-Duchy completely 
in the financial year 1923. 

2. Whether expenditure on armaments has been reduced. 

The Grand-Duchy of Luxemburg has no army; it maintains a body of police solely for 
the preservation of internal security and public order. The budget, accordingly, contains no 
credit for armaments, in the strict sense of the word. The expenses incurred for the volunteers 
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and the corps of gendarmerie are accounted for in the budget of 1921 by a sum of 2,259,000 francs, 
and in the budget of 1922 by a sum of 2,549,670 francs. 

3. The extent of unproductive extraordinary expenditure. 

The total ot the extraordinary expenditure is estimated in the budget of 1921 at 41 mil- 
lions, of which 13 millions represent productive expenditure. For 1922 the corresponding amounts 
are 31 and 18 millions respectively. The budget for 1921 includes extraordinary receipts to the 
value of 8 million, and that of 1922 of 10 million francs. 

4. The extent of productive extraordinary expenditure. 
The estimates for ordinary expenditure do not include productive expenditure, in the 

strict sense of the word [i.e., expenditure which is specially designed to produce receipts which 
will counterbalance the outlay), unless we include in that category credits allotted to public 
enterprises and to the administrative services of the Fiscal Department and State Lands. Mention 
will be made later on of public enterprises in the Grand-Duchy; the expenses and receipts of these 
enterprises are included in the ordinary expenditure and revenue respectively. 

5. The policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

Since the year 1916, as the currency has depreciated and the cost of living has increased, 
the State has been compelled to supplement the salaries of officials and employees by 
“cost of living” allowances. Finally, a law was passed on August 9th, 1921, revising the salaries 
in such a way as to provide for automatic adjustments to meet subsequent changes in the econ- 
omic situation. The pre-war salaries constitute the fixed portion of the present salaries. This 
portion is augmented by a variable amount which fluctuates with the rise or fall of the index 
numbers. State employees have also been granted lodging allowances and bonuses for family 
expenses. The result is an all-round increase, in comparison with pre-war salaries, in a proportion 
which is larger for the lower classes of salaries and smaller for the higher classes. Speaking 
generally, this increase ranges at present — taking the index number at 375 — from about 300 % 
to 175 %• 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 
S 

The extraordinary expenses which have produced deficits in the post-war budgets are 
in a great measure due to the fact that the State has caused foodstuffs and other articles of prim- 
ary necessity to be purchased for the community and has then disposed of them to the popu- 
lation below cost price. In this way, the State of Luxemburg — in the same way as many other 
States — has devoted large sums to maintaining the price of bread at a reasonable figure. The 
Grand-Ducal Food Supply Office was definitely abolished in May 1921. The total loss which had to 
be borne by the State on account of the activities of this Office, during and since the war, amounted 
to about 66 million francs. 

7. Charges for unemployment. 

Finally, somewhat large sums have had to be expended to meet the effects of the industrial 
crisis which followed the war. The budget for 1921 contains a credit of 5 million francs for relief 
works for unemployed and 1,200,000 francs for unemployment doles. On the other hand, the 
budget for 1922 contains only a single credit of 500,000 francs for relief of unemployed. 



The financial position of public undertakings. 

The Grand-Duchy has two public enterprises: the administration of posts, telegraphs 
and telephones, and the thermal establishment of Mondorf-les-Bains. Their financial situation 
during the period under review is shown by the following figures: 

[a) Postal Administration: (francs; (francs) 
1921 1922 

Expenses .... 8,039,628 8,038,600 
Receipts .... 6,975,000 7,800,000 

Deficit  1,064.628 238,600 

{b) Thermal Establishment of Mondorf: 
1921 

Expenses .... 318,000 
Receipts .... 81,000 

1922 
280,000 
100,000 

Deficit 238,000 180,000 

9. The introduction of new taxation. 

Since the second half of 1920 the sources of revenue of the State have been increased 
by the following measures: 

(a) The law of August 7th, 1920, increasing registration duties; 
(&) The laws of August 7th, 1920, and January 31st, 1921, increasing succession 

duties; 
(c) The law of March 10th, 1921, increasing the taxes for licensed premises; 
{d) The law of April nth, 1921, imposing an additional super-tax on the income 

tax in place of the Excess Profits Duty levied during the war; 
(e) The law of July 28th, 1921, establishing a new customs tariff, and the law 

of March 5th, 1922, ratifying the Customs Union and making the customs dues in force 
at that time in Belgium applicable to the Grand-Duchy; 

(/) The Bill increasing taxes levied on mechanically-driven vehicles, the first 
reading of which has been passed by the Legislative Chamber; 

(g) The Bill, also passed in first reading, establishing a tax on business transactions 
{chifires d’affaires); 

{h) The Bill, also adopted in first reading, revising the general income tax. 

10. Methods of raising money by loans, whether by: (a) long-term loans; (b) short-term loans in the 
open market; (c) loans direct from the central bank leading to further new inflation. 

Since the period referred to above the Grand-Ducal State has contracted the following 
new loans: 

{a) Issue of 56 million francs in one-, two- and three-year Treasury bonds, 
intended to supply Germany with advances in connection with the execution of the 
decision of the International Conference of Spa, these bonds being redeemable in 
three instalments at the beginning of the next three years respectively; 
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(b) Issue of 30 millions in one-year Treasury bonds, in pursuance of the budget 
law of 1921, these bonds being intended to cover the deficit for the financial year 1921; 

(c) Current account opened at the Treasury by the Savings Bank of the Grand- 
Duchy, this account at present amounts to 11 million francs. These advances bear no 
relation to any increase in the fiduciary circulation; 

(d) The loan of 175 millions employed, in virtue of Article 22 of the Treaty ot 
Economic Union, for the purpose of withdrawing from circulation an equivalent amount 
in Luxemburg notes; 

(e) Long-term loan of 75 million francs finally voted on May 16th last and 
intended to consolidate the floating debt by means of which the deficits for the 
financial years 1920, 1921, and 1922 have been met; the amounts referred to under 
(b) and (c) above are included in this loan. 

11. T/ie influence of foreign loans and trade balances. 

The Grand-Ducal State has no foreign debt. On the other hand, attempts have been 
made to place abroad considerable amounts of Luxemburg capital, though no exact estimate of 
these amounts can be given. 

As the Luxemburg Customs system has for long been merged in the larger administration 
of a Customs union, no data are available which would enable the situation of the trade balance 
to be estimated with any accuracy. The exports and imports of the metal industry, which in 
this respect forms by far the most important factor in the economic life of the Grand-Duchy, 
were in 1920 almost twice as great as in 1919. The principal exports for 1920 may be estim- 
ated as follows:— 

Iron ore 
Cast iron, steel, etc. 
Thomas slag 

and the principal imports :- 

Iron ore 
Coal and coke 

2,042,899 tons 
692,935 tons 
112,111 tons 

1,042,000 tons 
1,500,000 tons. 

It is no doubt due to this steadily favourable trade balance that, although the fiduciary 
circulation is very considerable as compared with the extent of territory in which Luxemburg 
currency circulates, its exchange value has nevertheless remained for three years at approx- 
imately the same level as the French and Belgian currencies. In future, under the regime of 
the new Economic Union, the Luxemburg exchange will, whatever trade conditions may pre- 
vail, be assimilated to that for Belgian notes. 

12. The effect of local and provincial finance on the budget of the State. 

The crisis due to war and post-war conditions has also reacted upon the financial 
situation of the communes. The State has had to come to their aid. The items of expenditure 
in the budget for 1921 include 14,724,040 francs for various subsidies granted to the communes. 
The corresponding amount for 1922 is 15,702,550 francs. 
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II. MONETARY MEASURES. 

1. The increase or decrease of the note circulation. 

The result of exchanging the German marks which were in circulation in the Grand- 
Duchy at the time of the Armistice for Luxemburg notes at the rate of 1.25 francs to the mark 
was to raise the amount of the fiduciary circulation to 266,000,000 francs. In order to reduce 
the amount of paper money, which was considered excessive, the Government issued Treasury 
bonds at 4 % since extended at the rate of 5 % — short-term bonds to a corresponding value 
emg withdrawn from circulation (Law of August 13th, 1919). This issue at present amounts 

to 40,000,000 francs. Furthermore, about 9,000,000 francs in worn-out notes were retained 
in the State Treasury during the interval. Without counting the 6 ^ million francs of bank- 
notes issued by the International Bank of Luxemburg, there is, therefore, a sum of 217,000 000 
francs actually in circulation. 

The coming into force of the Treaty for Economic Union with Belgium will result, as an 
immediate consequence, in the exchange of 175,000,000 francs in Luxemburg notes for Belgian 
notes. .Apart from the Belgian notes, an amount of 25,000,000 francs of the Luxemburg '‘bonsde 
caisse will remain in circulation. It is intended to entrust a bank of issue with the issue of 
these 25,000,000 francs’ worth of notes, which will be regarded as legal tender. The difference 
between the sums representing the fiduciary circulation before the coming into force of the 
tF jaiy and that Provlded for bY the treaty — including the 175,000,000 francs in Belgian notes — 
a, TTerence ab°ut 17,000,000 francs, will be absorbed by means of an extension of the issue of Treasury bonds referred to above. 

2. The influence of Government expenditure on currency. 

The issue of paper money being strictly limited to the value of the German notes with- 
drawn from circulation, the paper currency has not been utilised to support the budget. In order 
to meet the excess of public expenditure during the years 1920-1922, the Treasury, besides 
availing itself of the funds paid into the Post Office Bank, has had recourse to short-term loans 
as enumerated under the heading of “Budgetary Measures” b and c. 

3- The repayment of floating debt and the effects thereof. 

After the calling-in of the long-term loans mentioned under the same heading, the 
Luxemburg State will still have the following non-consolidated liabilities: 

{a) Treasury bonds issued on different dates before 1912 to provide the necessary 
funds for the construction of local light railways, and repayable by earmarking special 
reserves derived from mining concessions; total amount, 5,363,746 francs. 

(&) Treasury bonds which have been used to enable an equivalent amount of 
Grand-Ducal State notes to be withdrawn from circulation; 40,000,000 francs. 

(c) The short-term bonds issued by the Luxemburg State, amounting, — until 
full effect has been given to the Economic Treaty — to a total of 42,000,000 francs. 
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4. The connection between the Government and the Central Bank of Issue. 

There is no State bank in the Grand-Duchy. However, by virtue of a special privilege 
conferred on it, the International Bank, which is a private and independent establishment under 
the control of a Government commissioner, is allowed to issue a maximum amount of 50,000,000 
francs in notes. The value of such notes actually in circulation is 6 ^ million francs; they 
are compulsory legal tender up to that amount. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

6. The existence of any artificial control of exchange with a description of its character and its effects. 

There are no restrictions on credits and no official control of exchange in the Grand- 
Duchy. 

7. The causes and effects of deflation. 

A noticeable deflation has resulted from the measures explained in Section II, 1. The value 
of the Luxemburg franc is tending to become identical with that of the Belgian franc. Both 
are maintaining a certain level, which tends to improve, in relation to the value of gold. 

III. COMMERCIAL POLICY. 

1. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

Since the customs union with Germany has been denounced, that is to say since January 
1st, 1919, Luxemburg has adopted free trade to a considerable extent. On July 25th, 1921, a 
treaty was signed by the representatives of the Belgian and Luxemburg Governments, estab- 
lishing an economic union between the two countries. Attempts might have been made to 
make profitable speculations during the interval between the signature and the putting into 
force of the treaty by taking advantage of the difference between the two regimes which were 
to be unified. In order to prevent any danger of abuses of this kind, on August 1st, 1921, a 
law was passed in Luxemburg introducing a customs tariff with the same duties as those levied 
in Belgium, with certain exceptions in cases in which it was important provisionally to protect 
the interests of the producers or the consumers in the Grand-Duchy. 

Since May 1st, 1922, this provisional regime has been replaced by that of the Customs Union 
which then came into force. Since that time “the territories of the two Contracting States” 
only form “one territory from the point of view of customs and joint excise.” The legal pro- 
visions and regulations formerly in force in the Grand-Duchy, with regard to these matters, 
have been replaced by those which were in force in Belgium at the date of the ratification of the 
treaty. Efforts will be made to ensure that the commercial treaties and economic agreements to 
which Belgium is a party shall be extended to Luxemburg. 



— 135 — 

2. The existence (or abolition) of price discrimination against foreign trade. 

At the same time as the Customs Union, a new system affecting imports and exports 
has come into force in the Grand-Duchy. This regime was instituted by Grand-Ducal decrees 
dated April 24th, 1922, and was adapted to the regime existing in Belgium. It includes a pro- 
vision requiring import licences in respect of certain products of German origin, and also 
export licences in respect of certain articles necessary for consumption or for the economic life 
of the country. 

3. The conclusion of: (a) commercial conventions; (b) transport conventions. 

The Grand-Duchy has concluded no commercial or transport conventions since the 
summer of 1920. 

June 16th, 1922. 



Netherlands 

I. BUDGETARY MEASURES. 

It is to be regretted that the budget figures for the year 1923 to be published a month from 
now are not yet available. The estimated figures for the budget of 1922 must therefore be 
taken as the latest information. 

1. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

Florins. 
It should be noted that the ordinary budgets for the years 1901-1920 

inclusive show a surplus of    85.956,808.09 
For the year 1921, according to the provisional data, 

a deficit must be expected of 39>934,772-45 V2 
For 1922 the estimated deficit amounts to 52,008,316.14 % 
To this should be added the deficit of the Railway 

Administration for 1921  32,932>927-52 V2 

124,876,016.12 y2 

On the other hand, it is hoped that there will be a surplus, up to 1922 
inclusive, on the “Leeningsfonds,” a fund which receives annually the 
income from certain taxes, and which is used to settle the interest and the 
redemption of the loans raised to cover the deficits of the emergency account 
(see below)  90,500,000. 

The expenses relating to the state of war are charged to a special or 
emergency account which is credited with certain revenues. The deficits 
on this budget up to 1920 inclusive amount to  1,062,130,297.77 

In order to cover this deficit, loans 1 have been raised to the amount of 1,350,807,000 — 

So that a sum remained available of . .    288,676,702.23 
For 1921 the surplus of the emergency budget is estimated at ... . i7>73I>82i-33 

306,418,523.56 

The emergency expenditure for the year 1922, including the deficits 
on food supplies for the preceding years, is estimated at 230.000,000 florins. 

‘ Loans of which the interest and redemption are provided by the '‘Leeningsfonds”. 
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On the other hand, a sum of FI. 30,000,000 may be expected as emer- 
gency receipts, so that a deficit remains amounting to  

Therefore, the emergency account may still dispose of a sum of more 
than FI. 100,000,000 for the liquidation of emergency establishments and 
for certain expenditure relating to the abnormal conditions. 

It should be noted that the emergency budget will also be credited with the sums included 
in the settlement of debts due by foreign Powers on account of cost of internment, amounting 
to a total of over FI. 77,000,000 (in this connection see Section I, n), without including the balance 
of the Nederlandsche Uitvoermaatschappij (Netherlands Export Company) of FI. 44,000,000. 
Moreover, the emergency budget should also receive sums which will probably to a great extent 
balance such expenditure as may have to be incurred. 

Florins 
206,000,000.— 

2. Whether expenditure on armaments has been reduced. 

In the following table is set out the expenditure on armaments for the years 1913,1920, 
1921 and 1922 : 

(Gulden, 000,s omitted) 

Finan- 
cial 
year 

Account to which 
the figures 

in the following 
columns refer 

Expenditure on National Defence, appearing in the 

Budget of 
Ministry 
of War 

Budget of 
Ministry 

of Marine 
Air 

Budget 
Colonial 
Budget 

Other Budgets; 
Special 

Accounts 

Total 

(a) 

1913 

1920 

1921 

1922 

(b) 

Closed 
Accounts 

Budgetary es- 
timates vot 
ed by Parlia- 
ment and in- 
cluding sup- 
plementary 

credits 

Ditto 

Budgetary es- 
timates, ex- 
cluding sup- 
plementary 

credits 

(c) 

29,470 

81,848 

73,919 

65A49 

(d) 

13,475 

34A26 

36,397 

34,641 

(e) (f) 

68,895 

161,066 
(Closed 
Accounts) 

166,084 

186,231 

(g) 

981 
(938) 

6,566 

(6,492) 

7,243 
(7A76) 

5,859 
(5,846) 

(h) 

112,821 
(111,883) 

283,606 

(277,114) 

283,643 
(276,467) 

291,880 
(286,034) 

13 
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The figures in brackets in column (g) show the budgetary figures relating to police and 
constabulary, whose duty is essentially that of maintaining public order. To obtain the total 
budgetary figures relating to national defence, therefore, the figures in brackets in column (g) 
should be subtracted from the figures in column (h). The result of this subtraction is shown 
in brackets in column (h). 

The Air Budget for the home country is included in the figures in columns (c) and (d) t 
and that for the colonies in the figures in column (f). 

Expenditure in respect of the navy of the Dutch Indies is included in the figures in 
column (f). 

The total budget expenditure in 1913 was 571 million gulden, and in 1922, 1,892 millions. 
The percentage which the armaments expenditure, after deducting cost of police, etc. 

constituted of the total budgetary expenditure was, therefore, 19.6% and 15.1% in IQ13 and 
1922 respectively. 

3. The extent of unproductive extraordinary expenditure. 

4. The extent of productive extraordinary expendituye. 

It is the custom in the Netherlands to distinguish between ordinary and extraordinary 
expenditure. The total of the ordinary and extraordinary expenditure constitutes what is known 
as normal expenditure. Since 1914, however, it has been necessary to provide for emergency 
expenditure, i.e., expenditure arising from the war. 

As a rule, that expenditure only which may be considered as giving a direct return and bring- 
ing in direct revenue to the Treasury comes under the heading of extraordinary expenditure. 
Extraordinary expenditure, therefore, chiefly consists of interest-bearing advances and especially 
of interest-bearing advances made to municipalities to encourage the building of dwelling-houses. 
It may therefore be stated that expenditure which might be considered as unproductive does 
not figure in the normal budget. 

On the other hand, so-called emergency expenditure is as a rule unproductive. This expen- 
diture, however, is gradually decreasing. The reason why the emergency expenditure for 1922 
is so high is to be attributed to the fact that in the budget of 1922 were included the losses exper- 
ienced by those administrations which, during the war and in the years following the war down 
to 1920 inclusive, granted subsidies for food supplies which have only lapsed since 1921 (see I. 6). 
It is therefore a question of the expenditure of the preceding years, especially that of the year 
I92°. 

The same remark applies to a sum of FI. 33,600,000 which comes under the heading of “Deficit 
on coal supplies ” in the emergency budget of 1922. 

If these amounts be excepted, the emergency expenditure would seem to amount to: 

78,786,529.07% florins for 1921 
27,000,000. — florins for 1922 

against which may be placed the receipts from the tax on war profits: 

96,518,350.40% florins for 1921 
30,000,000. — florins for 1922 

so that, in effect, since 1920, there has been no emergency expenditure to be covered by loans. 
In addition, it should be remarked that, as mentioned above, the total deficit on the emergency 
account is exceeded to the extent of FI. 100,000,000 by the revenue from the emergency loans 
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and that the interest and redemption of these loans are charged to a special fund, "Leeningsfonds, ” 
on which no deficit is expected in the future. 

As a result, expenditure which increases the assets of the State but is not immediately 
productive comes under the heading of “Ordinary expenditure,” i.e., expenditure on buildings, 
roads and waterways, loans without interest, etc. Without a criterion as to what may be con- 
sidered productive, it is not possible to quote a figure, but it may be indicated that in this way 
a very considerable capital accrues on which, owing to the policy outlined above, nothing is 
written off for depreciation. On the other hand, the capital of the State annually decreases in 
value to a considerable extent owing to the depreciation of the capital sunk in State railways, 
and to the increase of pensions, for which increase a reserve fund has not been created. It is not 
possible, without complicated calculations, to say whether the property of the State thus increases 
or decreases in value annually. 

5. The 'policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

Since 1919, no further bonuses for the high cost of living have been granted to officials. 

6. Subsidies on bread and other foodstuffs, coal and other materials. 

Since 1921, no further subsidies of this nature have been granted. 

7. Charges for unemployment. 

The following sums have been provided for unemployment: 

26,000,000 florins in 1920 
24,000,000 » » 1921 
14,000,000 » » 1922 

8. The financial position of public undertakings. 

The following information may be given on this subject. Under the heading of “Public 
enterprises,” in the literal sense of the words, are: 

(a) The postal administration. 
{b) The State mining administration. 
(c) The administration of fishing ports. 
(d) The Netherlands railways. 
(e) The pilotage. 

The administration of the Netherlands railways is carried out in the form of a limited com- 
pany, of which the State is one of the chief shareholders. The State, when necessary, covers the 
deficit and guarantees a dividend of 5 %. The State is a shareholder in other enterprises, but 
these need not be mentioned here, because any deficits which may arise are not charged to the 
State. 

Public enterprises which do not work for individuals, or which only do so exceptionally 
may, in conformity with Article V of the resolutions of the Public Finance Committee, be omitted 

ere. These enterprises are, for example, the minting of currency, the ordnance works, and 
the State printing office. 
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The following data may be given concerning the financial situation of the above enterprises : 

(a) The Postal Administration. 

Deficit in 1921  fl. 9,000,000.— 
Deficit in 1922  fl. 2,800,000.— 

The last increase of tariffs dates from March 1921. There is no proposal to increase the tariffs, 
which certainly cannot be considered to be kept disproportionately low. The budget is expected 
to balance for 1923. 

(b) The State Mining Administration. 

Profit for 1921  fl. 4,000,000.— 
Profit for 1922  fl. 1,000,000.— 

(c) The Administration of Fishing Ports. 

Losses for 1921  fl. 279,333.99% 

The returns for this enterprise are at present affected by the unfavourable economic con- 
ditions. 

(d) The Netherlands Railways. 

Deficit for 1921 fl. 33,000,000.— 
» » 1922 .   fl. 26,000,000.— 

There is no hope of balancing the budget by increasing tariffs, for it is the general opinion 
that tariffs (for the transport of passengers and goods) have already reached their maximum. 
The railways are confronted with the competition of the waterways for goods traffic, where the 
rates are much lower, so that the maximum railway rates are soon reached. 

An attempt is being made to balance the railway budget by decreasing staff and salaries 
and by lengthening the hours of work. 

(e) The Pilotage. 

Deficit for 1921  fl. 3.078>554-95 % 

9. The introduction of new taxation (since the summer of 1920^. 

{a) Excise duty on tobacco — Act of May 6th, 1921. Later modified by the Act of February 
17th, 1922. 

(h) Increase in customs duty on tobacco, cigars, cigarettes and cigarette paper. Law of 
May 9th, 1921. 

(c) Modification of the import duties on fresh and preserved meat. Law of May 19th, 1921. 
\d) Increase in the rates of duties to be levied on inheritances and gifts. Law of June 10th, 

I921- 
(e) Establishment of a stamp duty for warehousing receipts, bills of lading, way-bills and 

receipts for goods transported. Law of December 24th, 1921, modifying the law of 1917 
concerning stamp duties. 



•ii .N° n^W ^axps levie(i t° make good the deficit. In order to balance the budget, measures will be taken with a view to effecting economies. 

10. Methods of raising money by loans, whether by: (a) long-term loans; (b) short-term loans in 
the pen market; (c) loans direct from the central bank leading to further new inflation. 

{a) Long-term loans. Since 1920 resort has not been had to so-called forced or semi-forced 
loans. In 1922 an entirely voluntary loan was raised to the amount of FI. 300,000,000, part of 
w ich -hi. 125,000,000 was raised in America. The loan was issued in florins. 

(b) Short-term loans on the open market. Two kinds of issue are resorted to: 

1. Treasury bills, the interest on which is discounted on the day of issue. 
2. Treasury bonds bearing interest. 

1. Treasury bills are disposed of: 
By public subscription ; 
Privately through banks and private establishments. 

Treasury bills are drawn for 10 days, 12 days, one month, two months, etc., up to a maximum 
ot one year. 

2. Treasury bonds are disposed of: 

By public subscription; 
By selling over the counter; 
In special cases privately to individuals. 

mAS thf subscnPtlons f(?r Treasury bills are yielding satisfactory results, the other methods 01 disposal are, as a general rule, no longer employed. 

wJtTpT7 bf°ndS a/e drfr f?r 0ne year' For the PurP°se of financing special advances (to 
Nn ° 6if °j T ance^ onfis may be issued for a longer term; the longest term is ten years. 
rlhTK 7 b0?? ^ y6t been 1SSUed for a longer term than five years; five-year bonds have only been issued to the amount of FI. 15,000,000. 

(c) Loans from the bank of issue. (See II, 2 and 4, Monetary Measures.) 

11. The influence of foreign loans and trade balances. 

A. Foreign loans. 

/ * *‘f10Uld h; P°inted out that no loan has been made to the Netherlands by any foreign State (A portion - FI. 125,000.000 - of the last State loan was placed on the American market) 

B. Due from Foreign Governments. 

1. Expenses incurred on account of these Governments for internment: 

Total  
Cash advances not mentioned in the budget . 

To emergency budget (see I. i.)  

Florins 
79t329.887.36 

2.152,755-09 

77T77.i32.27 
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2. Credits granted to these Governments: 

(a) Relief Credits. 
Florins. 

Austria  16,700,000 
Poland  400,000 
Repatriation of prisoners  500,000 
Paris Office expenses  12,500 

17,612,500 
(b) Other credits. 

France    52»300>000 

Germany  22,400,000 
Poland  15,800,000 

Total  90,500,000 

ox.) of items under head “B”: 
Florins. 

Total (approx.) of item 1  79,300,000 
„ „ „ „ 2.(«)  17,600,000 

„ „2.(fc)  90,500,000 

Grand total (approx.) 187,400,000 

12. The effect of local and provincial finance on the budget of the State. 

The normal estimates of the State budget include: 
Provinces. 

(a) An annual subsidy of FI. 627,046. 
(b) Maintenance, upkeep and acquisition of the Royal Commissioner s house, 

the premises of provincial administration and the buildings in which the meetings qf 
the Provincial Governing Bodies are held. 

(c) The salary, and travelling and subsistance allowances of the Royal Commissioner. 

Municipalities. 
(a) Annual subsidy of FI. 18,350,000. 
\b) A fixed proportion of the salaries of burgomasters and secretaries. 
(c) Assistance to communes which are unable to bear the costs of their own admin- 

istration. 

During the emergency period, the contributions to the expenses incurred by the Municipal- 
ities owing to the emergency subsidies met out of the yield of the excess profits tax totalled 
about Fr. 110,200,000, while in 1921 and 1922, special subsidies charged to the Emergency 
Budget were made to the municipalities to an amount of FI. 10,250,000 and FI. 13,800,000 respec- 
tively. The municipalities also receive subsidies, which need not, however, be described here, 
on account of expenditure incurred in the execution of State laws by the municipal Governments. 
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II. MONETARY MEASURES. 

1. The increase or decrease of the note circulation. 

August 2, 1920 FI. 1,046,619,820 
August 21, 1921  » 958,172,865 

Decrease El. 88,446,955 

2. The influence of Government expenditure on currency. 

The Nederlandsche Bank acts as Government cashier. In this capacity it is bound by its 
warrant to advance a maximum of FI. 15,000,000 to the State, free of interest. The State cannot, 
therefore, meet its other monetary requirements by direct application to the bank of issue. As a 
general rule, therefore, these requirements are met by the disposal of Treasury bills to the public 
(see I. 10). It is only in special cases that a method is employed which is in fact equivalent to 
the grant of a credit by the bank of issue, e.g. the discounting of Treasury bills by the Neder- 
landsche Bank through a private banking establishment. This method is only employed when it 
seems impossible to meet monetary requirements by disposing of Treasury bills to the public, 
and need not necessarily give rise to inflation. As a rule it is only employed as a provisional 
measure, not because the public is unwilling to take up more Treasury bills but because it is 
sometimes impossible to obtain quickly enough from the public the money indispensable for 
unexpected and important credit requirements. 

It may thus happen that the ordinary monthly public subscription does not take place, 
because about the middle of the month payments are expected from a long-term loan. In order 
to meet Treasury bills in the hands of the public at the beginning of the month, the temporary 
assistance of the bank of issue has to be obtained. As these bills, taken over by the bank of 
issue, cannot be met at a moment’s notice, it may happen, whilst Treasury bills are in the hands 
of the bank of issue, that the bills for public subscription arc so far over-subscribed that only a 
portion of them can be delivered. This proves that the disposal of Treasury bills to the Neder- 
landsche Bank is not necessarily in the nature of an artificial creation of credit. 

It may, therefore, be maintained that State expenditure has no direct influence on the note 
circulation. Moreover, the amount of Treasury bills which are placed with the bank of issue is 
generally not very great, and has recently shoVn a distinct downward tendency. The maximum 
since 1920 was reached in August, 1921, with FI. 138,700 000, but since the end of January, 1922, 
it has seldom exceeded FI. 50,000,000, and in recent months it has often only been about 6 millions. 

3. The repayment of floating debt and the effects thereof. 

The floating debt of the State was: 

Advances of the Nederlandsche Bank bearing 
no interest  

Silver bonds issued  
Due to the Postal Cheques service  
Treasury bills, etc  

Advances to colonies  

Difference falling on the home country . . . 

Decrease  

(Florins, 000,000’s omitted) 
Jan. 2nd, Aug. 21st, 

1922. 1922. 
13-3 14-7 
32.- 29.- 
3i.- 54-6 

781.7 572.- 
858.6 
327-5 

53i-i 

670.3 
265.8 

404.5 

126,600,000 
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After January 1922, a State loan was issued, the proceeds of which amounted to 
FI. 285,000,000, so that if no loan had been raised the floating debt would have been increased 
by FI. 158,400,000. 

This increase may be assigned to: 

(а) Advances for the construction of dwelling houses, about . . . 82,500,000 florins 
(б) Expenditure to meet the 1921 deficit on railways, about . . 17,500,000 » 

Total  100,000,000 florins 

4. Connection between the Government and the central bank of issue. 

The Nederlandsche Bank, which has never had other banks of issue in competition with it, 
was established by Royal Decree in 1814, and received a Charter for 25 years. This Charter was 
confirmed by Royal Decree in 1838 and prolonged for a further 25 years. At the end of this 
period, in 1863, the legal position was regularised for the first time. By the Law of July 25th, 
1918, which was the last amendment to the Bank Law, it was laid down that the period for which 
the Nederlandsche Bank should be authorised to act as a bank of issue would continue until 
I934- 

The Nederlandsche Bank is a privileged central bank. 
The fact that the Bank enjoys a monopoly leads to the following results: 

(a) The State is assured of certain advantages. 
{b) The State draws up regulations to which the Bank is obliged to conform. 
(c) The State retains a certain influence on the direction of the Bank. 

(a) Whenever the Minister of Finance considers it necessary provisionally to strengthen the 
position of the Treasury, the Bank is obliged to make advances to the State without interest, 
which advances may not exceed the total of FI. 15,000,000 at any given date. 

The Bank is, however, freed from this obligation, if the State itself issues paper money, or 
if the excess of gold cover available is less than FI. 10,000,000. 

The State has a share in the profits. After paying a certain sum into the Reserve Fund and 
after the payment of bonuses to directors and employees, the Bank receives one-eighth of the 
remaining profits and the State seven-eighths. 

This share in the profits would be excluded if the State were to accord to any other bank 
besides the Nederlandsche Bank the right to issue notes or if the State itself were to issue paper 
money. In accordance with Article 14 of the Bank Law, the Bank must act as cashier for the 
State and must also give its assistance in case it is decided to carry out any reform in the currency. 

(b) Since 1888 the share capital has amounted to FI. 20,000,000, a sum which may, with the 
consent of the Bank, be increased by law. 

The Royal Decree of 1864 provides that the total amount of banknotes, bank drafts and 
balances on current account shall be covered to the extent of two-fifths by gold. The Royal 
Decree of August, 1914, reduced this proportion to one-fifth. On August 21st, 1922, the 
proportion was more than three-fifths. 

Summarised balance sheets are published once a week in the Nederlandsche Staatscourant. 
The smallest denomination of banknotes is FI. 10. 
(c) A Commissioner appointed by the Government supervises the operations of the Bank. 

The President and Secretaries are nominated by the Crown for a period of seven years. 
It will thus be seen that the influence of the Government on the bank of issue is limited, 

and the Bank, as regards the policy it may see fit to pursue in the interest of Dutch finances in 
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general, is free from the control of the Government, which cannot, except in the case of the 
advances without interest of FI. 15,000,000, require that any credits shall be granted to it. 

Before the war the Nederlandsche Bank was, by an official undertaking of 1904, under an 
obligation to make gold deliveries in order to maintain the parity of exchange. In order to 
prevent the gold reserve leaving the Netherlands, as a result of the exceptional conditions which 
prevailed, a decree dated July 31st, 1914, forbade the exportation of gold currency or bullion. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

In may be pointed out that the Nederlandsche Bank applies the same conditions t o the 
Treasury as it does to private individuals and firms when discounting paper. It may also be 
mentioned that the Nederlandsche Bank has progressively brought about a reduction in its 
rates of interest, as follows: 

Discounting of bills  
Bills payable to order  
Loans on internal securities . . 
Loans on foreign securities. . . 
Loans on goods  
Advances on current account. . 

From 
July 1st, 

1915. 
Per cent. 

41/2 
5 
4 V2 

41/2 

From 
Oct. 19th, 

1920. 
Per cent. 

5 Vz 
6 

6 V2 

From 
June 22nd, 

1922. 
Per cent. 

41/2 
5 

S1/. 

From 
July 18th, 

1922. 
Per cent. 

4 
41/2 

4 
4 Vi 
4 
5 

6. The existence of any artificial control of exchange, with a description of its character and its effects. 
Are foreign holders of banknotes and credit balances treated differently from native holders ? 

No systematic control of the exchanges is exercised in the Netherlands. As a general rule, 
no distinction is made between foreigners and nationals. 

7. The causes and effects of deflation. 
In certain respects it may be said that deflation is taking place in the Netherlands in view 

of the rise in value of the florin as compared with the dollar and in view of the fall in the index 
number. A few figures are given below: 

Dollar Rate: 

August 1st, 1920 2.9414 florins 
August 1st, 1922  2.587/s » 

Index Numbers of retail prices in Amsterdam: 

1913  100 
May 1920  208.5 
May 1922  139-7 

However, deflation is very difficult to define, and the indications which might point to 
deflation are too much influenced by inflation among our Eastern neighbours for very definite 
consequences or causes to be pointed out. 
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III. COMMERCIAL POLICY. 

1. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

(a) Repeal of the regulations to determine the place of origin of imported sugar and aboli- 
tion of the special duty on sugar imported from countries which grant bounties on the production 
or export of this product. Royal Decree of June 9th, 1920 (as a result of the repeal of the Sugar 
Cgnvention). 

(b) Entry into force of Article ic of the law of July 13th, 1914, in accordance with the Royal 
Decree of March 15th, 1922, which was modified by the decree of April 12th, 1922, in virtue of 
which, in certain cases, it is necessary to specify the country of origin of wines. 

(c) Repeal of export prohibitions, based on the law of August 3rd, 1914, and modified by the 
law of June 3rd, 1918, except in the case of: gold, Netherlands bronze and nickel currency, 
trees and shrubs, butter and cheese (not marked with the Government stamp), arms and ammun- 
ition. 

(d) Entry into force of the law in regard to the control of meat, restricting the import of 
meat 

(e) Entry into force of the law in regard to cattle which modifies the system of restricting 
the import and export of cattle and manures, and the control of the export of meat. 

(/) Entry into force of the law regarding opium, regulation forbidding the import and export 
and transit of opium, opium derivatives and cocaine. 

(g) Repeal by the law of May 19th, 1922, of the law of May 23rd, 1899, containing the regula- 
tions for the campaign against the Sanfose coccidae. 

(h) Entry into force of a conditional prohibition on the importation or transit of potatoes 
from Great Britain by Royal Decree of September 7th, 1920 and by Royal Decree of December 
9th, 1921. 

2. The existence (or abolition) of price discrimination against foreign trade. 

It may be pointed out that as a general rule no measures in the Netherlands are directed 
against foreign trade. 

3. The conclusion of: (a) commercial conventions; (b) transport conventions. 

In accordance with Article 18 of the Covenant of the League of Nations, the Netherlands 
Government has sent various communications to the Secretary-General of the League of Nations 
concerning the conclusion of treaties and other agreements. As regards commercial conventions 
and those communications concerning transport and communication, the following may be 
quoted here in continuation of the list published in the "Oranjeboek,” 1920-21 : 

1. Exchange of notes with France on July 26th and September 16th, 1920, concerning 
the putting into force again, between the Netherlands and France, of the International Convention 
dated October 14th, 1890, relating to the transport of goods by rail. 
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2. (178)1. Exchange of notes with Bulgaria, dated September 23rd, October 30th, November 
3rd and 13th, 1920, concerning goods of Dutch origin.2 

3. (179). Exchange of notes with Spain on March 19th and 24th, 1921, concerning the pro- 
longation for three months of the Declaration of July 12th, 1892, concerning the provisional 
regulation of commercial relations between the Netherlands and Spain. 

4. (180). Exchange of notes with Spain on June 16th and 24th, 1921, concerning the pro- 
visional regulation of commercial relations between the Netherlands and Spain. 

5. The Postal Convention concluded on October 15th, 1921, between the Netherlands and 
Belgium. The instruments of ratification of this Convention were exchanged at The Hague on 
December 16th, 1921. 

6. Exchange of notes with Japan on November 12th, 1921, for reciprocal recognition 
of the rules regarding waterlines. 

7. (259). Exchange of notes with Spain on December 30th, 1921, January 5th and 6th, 1922, 
concerning the putting into force of new regulations governing the commercial relations between 
the Netherlands and Spain. 

8. Exchange of notes with Roumania on January 4th and February 20th, 1922, concerning 
the restoration, as between the Netherlands and Roumania, of the International Convention of 
October 14th, 1890, relating to the transport of goods by rail. 

9. (260). Exchange of notes with Bulgaria on March 1st and 9th, 1922, concerning the 
drawing-up of new regulations to replace the agreement referred to in para. 2. 

Apart from the Treaties submitted for registration by the Dutch Government, the Secre- 
tariat of the League of Nations has also registered the following international Treaties, to which 
the Netherlands were party: 

1. (124). The Convention concluded on December 8th, 1920-January 18th, 1921, between 
the Netherlands and Great Britain and Ireland, for the modification of that which was concluded 
on February 13th, 1891 - March 13th, 1899, concerning telegraphic communication between the 
two countries by means of direct submarine cables; the former Convention was ratified on March 
26th, 1921. 

2. (74-80). The Treaties and Agreements signed on November 30th, 1920 at the Universal 
Postal Congress in Madrid. 

August 2%th, 1922. 

1 The figures in brackets show the number under which the Treaty is registered with the Secretariat of 
the League of Na'ions, and under which it is meniioned in the Series of Treaties and In ernadonal Engage- 
ments registered by the Secretariat of the League of Naiions, a Series which is published by the Secretariat 
We may also point out that the Treaties referred to as numbers 5 and 6 in the above-mentioned 
“ Oranjeboek ” have since been registered under numbers 97 and 112 respectively. 

* The texts of the notes exchanged are published in the “ Oranjeboek, ” 1920-1921, page 16. 



New Zealand. 

I. BUDGETARY MEASURES. 

i. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. * 

All ordinary expenditure, including interest and sinking fund in the public debt has 
been covered by ordinary revenue. 

2. Whether expenditure on armaments has been reduced. 

The annual expenditure on defence, armaments, etc., has been reduced by 40 per cent, 
xtraordinary expenditure for late war purposes is expected to be cleared in 1922-23. 

3. The extent of unproductive extraordinary expenditure. 

A bout 20 per cent, of loan expenditure is not directly productive, being spent on roads, 
public buildings, etc. 

4. The extent of productive ordinary expenditure. 

No productive services are provided for out of ordinary expenditure. 

5. The policy of the Governments in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

Between March 31st, 1920, and December 31st, 1921, cost-of-living bonuses to Govern- 
ment officials were granted amounting in the aggregate to £4,500,000. These charges have 
strained the Ordinary Revenue Account, which has since been adversely affected by the fall in 
prices and the drying up of taxable resources for revenue. A proportion of the amount of bonus 
so granted has, since January 1st, 1922, been cut off the remuneration of officials by special 
Act, entitled the Public Expenditure Adjustment Act, 1921-22," which provides, also, for fur- 
ther reductions. 



- i49 - 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 

Flour subsidies amounting to £670,000, and butter subsidies, £550,000, have been paid. 

7. Charges for unemployment. 

No direct State charge has yet been made for unemploymenf, but expenditure on 
Government Public Works out of loans has been promoted to obviate this as much as possible. 
Legal financial provision has also been made to meet unemployment in any volume by promoting 
special works. 6 

8. The financial position of public undertakings. 

During the period mentioned, the railways have been unable to maintain their usual 
financial position, the expenditure having largely increased owing to grants to employees 
betterment of working hours, importation of coal, increased cost of material, etc., while the 
revenue has decreased. Increased fares and freights have caused loss of traffic. Post and tele- 
graph services, including telephones, have had somewhat the same experience, but not to such 
an extent. Financial assistance has been given to those ports dependent on coal production and 
exportation for revenue. 

9. The introduction of new taxation. 

At the beginning of 1921 the tariff regulating the customs charges on importations was 
amended — the first for very many years — and is estimated to produce an increased customs 
revenue, especially from the importation of luxuries. 

10. Methods of raising money by loans, whether by: (a) long-term loans; (b) short-term loans in the 
open market; (c) loans direct from the central bank leading to further new inflation. 

Since 1920, loans have been raised by: {a) long-term loans in the London market; 
(0) short-term loans by the issue within the Dominion of securities at 5 to 10 years’ currency. 

11. The influence of foreign loans and trade balances. 

The raising of loans in London has been an economical method of financing, in view 
of the country s heavy commitments in Great Britain for payment of interest and purchases of 
material after the war. 

12. The effect of local and provincial finance on the budget of the State. 

_ ^h®.1
effect of local authorities’ finance on the State budget has not been directly felt. 

The liabilities of the first-named bodies have much increased through borrowing and over- 
draft accommodation by the banks, the restriction of which is now being dealt with by special 
legislation. J r 
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II. MONETARY MEASURES. 

I. The increase or decrease of the note circulation. 

The notes in circulation of the banks in 1920-21 show as follows:— 

Notes in circulation at 31-111-21  £7,830,206 
» » » » 31-111-22  £7,510,451 

2. The influence of Government expenditure on currency. 

The decrease in Government post-war expenditure has assisted in reducing the outstand- 
ing note issue of banks, but otherwise it affects the currency only as any large trading business 
does. 

3. The repayment of floating debt and the effects thereof. 

The floating debt, as represented by Treasury bills, is repaid out of ordinary revenue, 
and no bills were outstanding at the close of the year ended March 31st, 1922. The issues are 
too small to have any effect on financial conditions. 

4. The connection between the Government and the central bank of issue. 

The Government has a considerable interest in the Bank of New Zealand, which is the 
principal bank of the Dominion and has the following capital:— 

4 % Stock guaranteed by Government  529,988 
Preference "A” Shares issued to the Government  500,000 
Preference “B” Shares issued to the Government  625,000 
Ordinary shares held by the public  2,250,000 

These preference shares confer no voting powers on the Government. 
In addition to its shares, the Government has the right of appointing an auditor and four 

out of six directors of the Bank. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

The Government has no powers of restricting credit, except in so far as it has the power 
of restricting the rate of interest at which local bodies may borrow. The banks themselves place 
their own restrictions on the granting of credit. The Mortgages Extension Act prohibits the 
withdrawal of moneys held on “deposit” by trading concerns, a measure necessitated by the 
sensational fall in prices of produce for export and the abnormal accumulation of imports at 
the close of the war. “Deposits” are not claimed until 1924. 

6. The existence of any artificial control of exchange, with a description of its character and its effects. 
Are foreign holders of banknotes and credit balances treated differently from foreign holders? 

The exchange with other countries is regulated by the banks. Foreign holders of bank- 
notes and credit balances are not treated differently from native holders. 



7- The causes and effects of deflation. 

Deflation has been operating for the last 18 months, due to the drop in the price of 
primary products, such as Wool, meat, etc., on the London market. This has had the effect of 
deflating the values of land, which had much appreciated in price during the war owing to the 
high prices earned for produce under Imperial Government control. 

III. COMMERCIAL POLICY. 

1. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

During the war, exports of certain products, such as gold and hides, were prohibited, 
except by permission of the Government. The import or export duties were not affected, except 
as referred to in the “Budgetary Measures” paragraph. 

2. The existence (or abolition) of price discrimination against foreign trade. 

The price discrimination imposed on foreign trade is governed by the Preferential 
Customs Tariff in favour of imports from the British Empire. 

3. The conclusion of: (a) commercial conventions; (b) transport conventions. 

A commercial convention is in process of negotiation with Australia. 

September rffh, 1922. 



Norway. 

The following main principles were established by the Brussels Conference:— 

1. — That public revenue and expenditure should be brought to balance. 

The budgets of the Norwegian Government have in all the previous years, except the last 
one, been made up so as to show, for the services provided for by the budget, a very material 
surplus. The last budget shows a small deficit, which, however, will be covered from the surplus 
of the previous years. 

2. — That governmental contributions, viz., to the railways and the post, food subsidies, etc., 
should be revoked. 

The Norwegian Railways are owned and operated by the Kingdom of Norway. The Post 
Office has recently shown a deficit, which is now being covered by increased rates. The Govern- 
ment no longer contributes to cheaper provisions, except to the very cheapest sort of flour 
intended for the poorest classes of the people. 

3. — That inflation in respect of both money and credit should be discontinued. 

A process of deflation has been going on for a long time, resulting in a steady decrease in the 
circulation of banknotes and in the loans made by the banks. 

4. — That trade should be released from all hampering restrictions. 

The control has gradually been removed. Only the purchase of corn is now placed under 
control. 

May 31st, 1922. 



Spain 

I. BUDGETARY MEASURES. 

I. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

As the State accounts are made up for the economic year from April ist to the end of 
March of the following year, the budget statement given refers to that period, and it is not 
possible to extract the figures for any shorter period within that year. The following are the 
figures for the years 1920-1921 and 1921-1922: 

1920-1921. 
Pesetas. 

Total revenue  2,798,520,840.27 
Total expenditure under all heads  2,682,089,159.52 

Excess of revenue over expenditure  116,431,680.75 
But in “total revenue” is included the proceeds from loans 

which amount to Pesetas 808,743,000 
And in “expenditure” are included repayments of Treasury 

liabilities amounting to Pesetas 58,743,000 750,000,000.— 

Resulting in an actual deficit in the budget of 633.568,319.25 

1921-1922. 

Total revenue  4,362,169,961.61 
Total expenditure under all heads  3,633,334,924.01 

Excess of revenue over expenditure  728,830,037.60 
But in “total revenue” is included the proceeds from loans 

which amount to Pesetas 2,026,047,000 
And in “expenditure” are included repayments of Treasury 

liabilities amounting to Pesetas 197,064,000 

Which results in a net total of extraordinary receipts from loans amounting to 1,828,983,000.— 

Resulting in an actual deficit in the budget of  1,100,152,962.40 

14 
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2. Whether expenditure on armaments has been reduced. 

The expenditure on armaments, which is paid out of the budgets of the Ministries of 
War and Marine, has not been reduced since 1920. The expenditure has, indeed, been consider- 
ably increased on account of the operations which are still being conducted in the Spanish zone 
in Morocco. 

3. The extent of unproductive extraordinary expenditure. 

The extraordinary non-reproductive expenditure is as follows:— 

1920-1921. 

Ministry of War. 
Pesetas 

Increase in normal appropriations  16,843,767.08 
Temporary services  65,971,853.62 
Operations in Morocco — increase  33,766,702.74 

116,582,323.44 
Ministry of Marine. 

Increase in normal appropriations  23,988,150.00 
Temporary services  30,062,786.95 
Operations in Morocco — increase  447,000.00 

54,497,936.95 
1921-1922. 

Ministry of War. 

Increase in normal appropriations  124,896,149.00 
Temporary services  80,107,342.00 
Operations in Morocco — increase  440,474,360.74 

645.477.851.74 
Ministry of Marine. 

Increase in normal appropriations  47,108,707.00 
Temporary services  48,579,068.00 
Operations in Morocco — increase  333,200.00 

741.498.826.74 
4. The extent of productive extraordinary expenditure. 

1920-1921. 
Ministry of Education  143,180,762.80 

» » Public Works, Commerce, etc  476,603,381.83 
» » Labour  18,584,558.90 

Treasury  252,548,989.83 

926,433,093.66 
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1921-1922. 

Ministry of Education  
» » Public Works, Commerce, etc  
» » Labour  

Treasury  
Cost of collection of taxes  

Pesetas 

I57.835,4I3-89 
535,894,387-99 

10,774,113.09 
50,560,817.02 

343,738,874.32 

1,098,803,616.31 

5. The policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

In 1918 a law was passed fixing the new rates of salaries of public servants, in accor- 
dance with the increased cost of living. The effects of this law became apparent in the accounts 
for the year 1919-1920. No change has since taken place in the policy of the Government in this 
connection. 

12. The effect of local and provincial finance on the budget of the State. 

In the State budgets for the financial years 1920-1921 and 1921-1922, the effects pro- 
duced by the reorganisation of local taxation as a result of the discontinuance of the payment 
to the State of its share in the "octroi” on food-stuffs, etc., and the participation of Town Councils 
in the land, town, industrial and commercial taxes, are as follows: 

1920-1921. 

Loss to State on account of its previous share in the "octroi” on food- 
stuffs, etc  

20 % from previous land tax  
20 % from industrial tax  

Pesetas 

2,500,000.00 
6,537,102.37 
7,586,389.30 

16,623,491.67 

I92I-I922. 

Provisional Data. 

Minimum loss due to State on account of its previous share in the "octroi” 
on food-stuffs, etc  

20 % from land tax  
20 % from industrial tax  

8,500,000.00 
6,550,000.00 

10,000,000.00 

25,050,000.00 
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II. MONETARY MEASURES. 

1. The increase or decrease of the note circulation. 

The fiduciary circulation in June 1920 was 3,872,142,650 pesetas and at the end of April 
last 4,179,062,250 pesetas, i.e., an increase of 306,919,500 pesetas. 

2. The influence of Government expenditure on currency. 

The budget deficit, that is, the excess of payments made over actual revenue, has neces- 
sarily influenced the circulation, and must indeed be recognised as one of the chief causes of the 
increase therein. 

3. The repayment of floating debt and the effects thereof. 

The loans raised since 1920 remain outstanding in some form or another, with the excep- 
tion of 129,209,000 pesetas of that of November 4th, 1921, which were covered directly by 
Treasury funds and never placed on the market. 

4. The connection between the Government and the central bank of issue. 

The relations between the Government and the central bank of issue from January 1st 
of the current year are governed by the Banking Law of December 28th, 1921, which 
extended the privilege enjoyed by the Bank of Spain by 25 years, i.e., until December 31st, 1946, 
This law authorises a note circulation up to amaximum sum of 6,000,000,000 pesetas on certain 
conditions, and against certain defined metallic reserves. Facilities are given for granting 
credits for commercial undertakings. The Bank is obliged to make grants to the Treasury up 
to 350,000,000 pesetas, and the State participates in the Bank’s profits. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

In July 1920, the Bank of Spain fixed the discount rate at 5 % and the rate for loans 
at 4to5%. At present the discount rate is 5%% and the rate for loans 4j^% to 5^2%- The 

increase in rates was imposed with a view to restricting credit operations. This had already been 
done previously in connection with re-discounts, which, during a certain period, were at the rate 
of 6 %, and now, since May 15th last, have been reduced to 5 % %• 

6. The existence of any artificial control of exchange, with a description of its character and its effects. 
Are foreign holders of bank-notes and credit balances treated differently from native holders ? 

The foreign exchanges have not been artificially fixed. Dealings are uncontrolled, 
except for certain precautionary measures such as, for instance, that quotations for foreign 
exchange can only be made at certain fixed hours of the day. No distinction is made between 
foreigners and nationals. 
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7- The causes and effects of deflation, if existing. 

As already stated in paragraph (i) the fiduciary circulation has been increased since 
1920 up to the present by 306,919,500 pesetas, and consequently no deflation has taken place. 

III. COMMERCIAL POLICY. 

1. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

The provisions laid down with reference to these measures in the period in question were 
as follows:— 

In ig20\ 

Royal Decree of August 5th allows paper for printing to be imported duty free; 
Royal Decree of August 5th — re-establishes import duties on zinc in the form of bars, 

ingots, and slabs, or of objects rendered unserviceable; these were previously duty free; 
Royal Decree of August 6th imposes a dutv of 20 pesetas per ton on pine-wood posts 

for building; 
Royal Decree of August 12th — allows sized paper to be imported duty free; 
Royal Decree of October 26th allows cement to be imported duty free, and imposes on 

it an export duty of 5 pesetas per 100 kilos; 
Royal Decree of November 26th — increases the customs duties on the importation of 

various commodities regarded as luxuries; 
Royal Decree of December 16th reduced the export duty on rice, which was formerly 

20 pesetas, to 10 pesetas per 100 kilos. 

In IQ21: 

Royal Decree of January 12th — authorises the export from the Canary Islands of different 
varieties of English potatoes during the period March-June 1921 to an amount double that 
imported from November 1920 to March 1921; 

Royal Decree of February 12th — abolishes the export duty of 10 pesetas per 100 kilos 
on rice; 

Royal Decree of March 17th — abolishes the duty of 2 pesetas per 100 kilos hitherto imposed 
on exports of linseed cake and other kinds of oil-cake; 

Royal Decree of March 26th re-imposed import duties on paper, and reduced the duties 
on paper imported for newspapers and magazines; 

Royal Decree of March 30th re-imposed the customs duty of 60 pesetas per 100 kilos 
on the importation of sugar, in place of the reduced duty of 35 pesetas on the same quantity 
which had previously been in force; J 
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Royal Decree of April 6th — re-imposed the customs duties on the importation of wheat 
and wheat flour, which had previously been duty free; 

Royal Decree of April 6th — authorised the export of early potatoes up to the amount of 
40,000 tons, on payment of a duty of 10 pesetas per ton; 

Royal Decree of April 6th — authorised export of lentils up to 3,000 tons on payment of 
a duty of 15 pesetas per 100 kilos; 

Royal Decree of April 14th — authorises the free export of paper, pasteboard and card- 
board, which had previously been prohibited; 

Royal Decree of April 20th — authorises the export of 20,000 tons of olive oil, with a duty 
of 20 or 25 pesetas per 100 kilos (according to whether it is in tins or bottles or in barrels), such 
export being subject to the system of export licences previously granted to producers; 

Royal Decree of April 28th — authorised the export of chick-peas up to an amount of 
4,000 tons, on payment of a duty of 2 pesetas per 100 kilos. 

Royal Decree of April 28th — authorised the export, on payment of duty, of droves of 
horses, mules and asses; 

Royal Decree of April 28th — authorised the general export, on payment of duty, and with 
limitations as to quantity, of tanned hides and footwear, the export of which had only been 
allowed under special permit; 

Royal Decree of April 28th — authorised the export of French beans up to an amount of 
4,000 tons, on payment of a duty of 3 pesetas per 100 kilos; 

Royal Decree of May 3rd — re-imposed customs duties on the import of cement, and autho- 
rised the free export of the same up to an amount of 100,000 tons; 

Royal Decree of May 17th — approved the tariff which had been in force provisionally up 
to the previous February; 

Royal Decree of June 2nd —• authorises the export of sugar to an amount of 25,000 tons 
for a period of eight months; 

Royal Decree of June 17th — re-imposes customs duties on the importation of herds of 
cattle and on meat, which previously had been free of duty; 

Royal Decree of July 2nd — authorised the free export of olive oil up to an amount of 
30,000 tons, and abolished the special duty on the 20,000 tons authorised under the licence 
system; 

Royal Decree of July nth — reduces the export duty on pine-wood building posts to 4 pese- 
tas per ton; 

Royal Decree of July 12th — established a new general exports system, modifying that laid 
down by the Royal Decree on Supplies of January 5th, 1920, removing various articles, chiefly 
chemical products, from the prohibited list; this Decree allowed other articles, the export of 
which had been subject to conditions, to be freely exported, and included in a single legal docu- 
ment the various individual provisions previously in force with regard to exports; 

Royal Decree of July 14th — permitted the export of English varieties of potatoes from the 
Canary Islands to be continued after the appointed period, which expired at the end of June. 

Royal Decree of July 15th — laid down regulations and extended the scope of the reduced 
customs duties on paper imported for the press; 

Royal Decree of July 16th — re-imposed customs duties on the import of coal, which had 
previously been duty free; 

Royal Decree of October 7th — removed all duties on ships' bunting for a period of six 
months. 

Royal Decree of October 15th — authorised free export of 18,000 tons of olive oil, which 
could not be exported under the licence system; 

Royal Decree of October 22nd — authorised the valuation, under the tariff existing prior 
to May 17th, of parts of machinery, hand-made goods and tools and utensils ordered before 
that date; 
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Royal Decree of October 27th — re-imposed tariffs on the import of the following articles, 
which had been duty free, rice, live and dead birds and small game, millet, durra or sorghum, 
maize, cereal flour, vegetables and dried vegetables, potatoes, undressed hemp and dressed 
hemp, tow, pulp for the manufacture of paper, wood for the manufacture of paper pulp and 
charcoal, and imposed a duty of 2 pesetas per 100 kilos on the import of barley and other 
cereals named in Section 625 of the customs tariff, and a duty of 4 pesetas per 100 kilos on 
chick-peas ; 

Royal Decree of November 8th — prohibits the import of wheat and wheat-flour; 
Royal Decree of December 3rd allows the export of white cloth made from vegetable 

fibres, which had previously been prohibited; 
Royal Decree of December — allows free export of olive oil; 
Royal Decree of December 6th — authorises the export of mineral fuel; 
Royal Decree of December 7th — abolishes the export duty on pine-wood building posts. 
Royal Decree of December 20th — prohibited the import of goods of French origin into the 

Canary Islands, Ceuta and Melilla. 

In 1922'. 

Royal Decree of February 12th — introduced the tariff at present in force; 
Royal Decree of March 28th mposes, when the prohibition on the import of wheat has 

been removed, customs duties of 42 pesetas per 100 kilos for the first column of the tariff and 
14 pesetas on the same quantity for the second column of the tariff. 

2. The existence (or abolition) of price discrimination against foreign trade. 

The method of coefficients to compensate for depreciation of foreign currency has been 
duly employed by the Spanish Government with a view to protecting national industry from the 
ruinous competition of countries which, owing to the depreciation of their currency, are able 
to sell their goods in Spain at excessively low prices. The measure was first adopted by Royal 
Decree dated June 3rd, 1921; was annulled later by Decree of February 20th, 1922, and was 
re-enacted by Royal Decree of May 29th last, as the circumstances which had originally justified 
it still existed, and had indeed assumed an intensified form. 

3. The conclusion of: (a) commercial conventions; (b) transport conventions. 

. ^ Committee is at present dealing with the conclusion of commercial agreements with 
various countries. It has already concluded agreements with Italy and Switzerland and is 
now negotiating treaties with Norway, the Netherlands, England, Germany and France. 

Madrid, June^rd, 1922. 



Sweden 

I. BUDGETARY MEASURES. 

i. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

2. Whether expenditure on armaments has been reduced. 
3. The extent of unproductive extraordinary expenditure. 

4. The extent of productive extraordinary expenditure. 

The general development of the budget since 1920 is shown in the following table, which 
gives some of the chief figures in the budgets and supplementary estimates for the years 1920-22. 
Under “Revenue” separate figures are given for proceeds of loans and for surplus balances from 
previous years, while all other sources of revenue have been brought together under the one 
heading: “Real Revenue.” Expenditure, on the other hand, has been divided into two main 
groups, namely, “Real Expenditure” and “Expenditure for capital purposes.” Real Expenditure 
has been subdivided into “Expenditure for national defence” and expenditure for other pur- 
poses. 

Kronor iooo,ooo’s omitted) 

1920 1921 1922 

Revenue. 
A. Taxation, etc  
B. Surplus balances from previous years 
C. Proceeds of loans  

Total. 
Expenditure. 

A. Real Expenditure: 
(a) Defence  
\b) Other real expenditure . 

Total real expenditure . . 
B. Expenditure for capital purposes  

Total. 

619.3 
124.2 
185.9 

929.4 

197.9 
505-5 

703-4 
225.9 

929-3 

682.7 
206.2 
229.4 

1,118.3 

I99-~ 
586.6 

785.6 
332.6 

652.8 
185.5 
99-6 

937-9 

163.6 
572-9 

736.5 
201.4 

937-9 

Including 10 million kronor of relief loans granted to distressed countries. 
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5. The policy of the Government in the case of remuneration granted to officials by reason of 
variations in the cost of living and the effects of this policy on budget conditions. 

On account of the rise in prices after the outbreak of the world war, various increments were 
from time to time granted to Government officials. From 1919 onward, these increases have 
been based on a different system from that previously employed. Fixed increases were abolished 
and allowances based on a sliding scale were introduced. 

The new system aimed at the periodical and automatic regulation of cost-of-living increments 
in accordance with fluctuations in the cost of living. The cost-of-living increment is calculated 
from a so-called “basic figure” (grundtal), which is applied integrally in the case of salaries below 
a certain fixed limit, but for larger salaries is reduced according to a fixed scale. Certain increases 
in cost-of-living bonuses as a whole were granted by the Riksdag in 1920 and the position of 
officials supporting families was also improved by an extension of the regulations so as to enable 
them to obtain bonuses according to the unreduced “basic figure.” 

As a result of the fall in prices which set in at the end of 1921, considerable reductions 
were made by the Riksdag in 1921, but the main principles followed in 1919 and 1920 for deter- 
mining the cost-of-living increment remained unchanged. The main feature of the amendments 
referred to was a general reduction of the cost-of-living increment itself by the lowering of the 
“basic figure,” and in addition a special reduction in the case of persons not supporting families. 

The main principles governing cost-of-living increments in 1922 are based on the Riksdag’s 
decisions of 1921. 

The following figures show the obligations assumed by the State on account of increases in 
salaries. They include the amounts granted by the Riksdag for 1920, 1921 and 1922 for cost-of- 
living increments to officials of the State and of certain subsidised bodies and to persons receiving 
pensions. 

The amounts do not, however, include the increases granted to persons employed in the 
public undertakings (Post, Telegraphs, Railways, Waterworks and Public Domain), as these 
increases are directly charged to those undertakings among other working expenses and do not 
appear in the general budget. 

1920 
1921 
1922 

Kronor 
(000,000’s omitted) 

I87-3 
184.8 
I08.0 

6. The existence of subsidies on bread and other food-stuffs, coal and other materials. 

The budgets for 1920 and 1921 include appropriations amounting to 5,000,000 and 2,000,000 
kronor respectively for improving the position of poor people. No appropriation for that purpose 
was included in the budget for 1922. 

7. Charges for unemployment. 

The grants for dealing with unemployment were increased considerably in 1921 and 1922. 
A part of the grant was applied for the direct relief of unemployment and another part was 
used to provide emergency relief work. The Government placed orders with private firms in 
order to diminish unemployment and work was also started by the State telegraphs, railways 
and waterworks. The total sums granted for unemployment relief in 1921 and 1922 amount 
to 44.5 and 93.0 million kronor respectively. 
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8. The financial position of public undertakings. 

The following table shows for the years 1920 raid 1921 the revenue, expenditure and balances 
for public undertakings and also the average yearly invested capital. The public undertakings 
include posts, telegraphs and telephones, railways, waterworks, and State domains. 

(Kr. ooo’s omitted) 

Invested 
capital 

(Average for the 
year). 

Result of the year’s working 

Receipts Working 
expenses 

Actual 
surplus (+) 

or deficit (—) 

Surplus or deficit 
as 70 of invested 

capital 

1920 
Post . . . . 
Telegraphs . 
Railways . . , 
Waterworks 
State Domains. 

Total. . 

21,262.3 
196,787.2 
984,297.6 
209,873.5 
447,i78-i 

1,859,398.7 

64,706.7 
90,125.2 

343,017.9 
i7,ii3-2 
69,369-3 

584,369-3 

69.480.7 
79.640.7 

313,434-9 
10,632.6 
42,971.1 

516,160.- 

— 4,774-- 
+ 10,484.5 
+ 29,583.- 
+ 6,480.6 
+ 26,435.2 

4- 68,209.3 

+ 
+ 
+ 
+ 

22.45 
5-33 
3.01 
3-09 
5-9i 

+ 3-67 

1921 
Post .... 
Telegraphs . 
Railways . . 
Waterworks 
State Domains 

Total. 

20,577.8 
212,494,6 

1,036,480.2 
252,802.3 
452,618.1 

1,974,973-- 

76,294.2 
99,682.5 

257,244.4 
i6,453-5 
28,400.- 

478,074.6 

65,892.5 
80,608.7 

250,015.7 
10,383.2 
35,4oo.- 

442,300.1 

+ 10,401.7 
+ 19,073-8 
+ 7,228.7 
+ 6,070.3 
— 7,000.- 

+ 35,774-5 

+ 
+ 
+ 
+ 

50-54 
9-~ 

•70 
2.40 
i-55 

+ 1.81 

9. The introduction of new taxation. 

The main changes in State taxation since 1920 are as follows: 
The income and property taxes, which in 1920 were fixed at 155 % of the established basic 

tax, were fixed at 175 % for 1921 and 1922. 
In the 1921 session of the Riksdag increased customs duties were placed on articles of 

luxury, and in the following year the tax on coffee was raised. Since 1920 higher taxes have 
been placed on intoxicating liquor and on tobacco. 

10. Methods of raising money by loans, wehther by: (a) long-term loans; (b) short-term loans 
in the open market; (c) loans direct from the central bank leading to further new inflation. 

{a) Long-term loans (new loans): 

During the last six months of 1920  2.1 million kronor. 
During 1921  158.7 » » 

(b) Short-term loans in the open market (total loans): 

June 30th, 1920  100 million kronor. 
December 31st, 1920  93.7 » » 
December 31st, 1921  77.6 » » 
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To the above must be added the State credit in certain private banks for the purpose of 
financing the war-time commissions, which amounted to 550 million kronor. This credit was 
definitively closed in August 1921. 

(c) The above-mentioned short-term loans in the open market have not been raised by means 
of further note issues. 

II. MONETARY MEASURES. 

1. The increase or decrease of the note circulation. 

The note circulation has considerably decreased since the summer of 1920. The decrease 
is shown by the figures given in the following table setting forth the average note circulation 
for the last month of each quarter as from July 1920, and also the corresponding index figure 
of the circulation calculated according to a method devised by Professor Gustav Cassel. The 
table also includes the official wholesale price index during the same months. 

Note Circulation 
Absolute 

Kr. (000,000’s 
omitted) 

Index 
(Professor Cassel’s 

method) 

Index for 
wholesale 

prices 
(Kommerskollegium) 

1920 
July . . . 
September 
December 

1921 
March . . 
June . . 
September 
December 

1922 
March . . 
April . . . 

704.1 
744-3 
734-6 

684.2 
644.6 
630.1 
602.0 

579-5 
583-2 

323-9 
323-3 
317-5 

304.2 
285.2 
271.7 
258.3 

255-7 
261.3 

376 
370 
306 

239 
223 
201 
188 

178 

3. The repayment of floating debt and the effects thereof. 

The repayment of the floating debt, which amounts to 168.2 million kronor, has been effected 
in the following way: 

Kronor 
_ . (000,000’s omitted) 
Repayment to private banks of the balance of the so-called State credit 

550>°oo>ooc> kronor for the purpose of financing war commissions. 145.6 
Payment to the Public Treasury of surplus funds from the State War 

Insurance Commission and repayment of various loans  9.4 
Redeemed Treasury bills  13.2 

Total 168.2 
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The State credit granted by private banks for the financing of war commissions was paid 
up in full in August 1921. The great reduction of the floating debt betokens the departure of 
war conditions. The remainder of the floating debt in 1921 consisted of various funds deposited 
with the Debt Commissioners and also of Treasury bills. The Treasury bills are still issued in 
order to maintain or extend the circle of financiers who are willing to invest their money in this 
way and in order to obtain a larger market at home for State loans. By December 31st, 1921, 
surplus State funds amounting to 355,000,000 kronor had been placed with the Public Debt 
Commissioners; of these funds there remained on May 31st, 1922, 185,000,000 kronor. 

On the credit side the Public Debt Commissioners possessed on December 31st, 1921, a 
bank account of 317.7 mill.on kronor and also a temporary credit amounting to 100.2 million 
kronor due to expenditure incurred through various loans. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

The "rationing” of capital, which was carried on under the management of the State Bank, 
has now been abolished. 

6. The existence of any artificial control of exchange, with a description of its character and its effects. 
Are foreign holders of bank-notes and credit balances treated differently from native holders? 

No attempt has been made to limit the fluctuations in the rate of exchange by imposing 
artificial control on exchange operations. Moreover, foreign holders of bank-notes and credit 
balances have been treated according to the same regulations as those in force for nationals. 

III. COMMERCIAL POLICY. 

1. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

As regards international trade, the Government has completely restored the conditions 
of freedom which prevailed before the war. Only for sugar the importation monopoly and the 
maximum prices fixed by the Government remain in force until June 30th, 1923. 

2. The existence or abolition of price discrimination against foreign trade. 

No artificial restrictions have been imposed in connection with foreign trade nor has there 
been any discrimination between prices at home and abroad. 

3. The conclusion of (a) commercial conventions; (b) transport conventions. 

(a) Commercial Conventions. 

1. Agreement with Bulgaria for the establishment of the “most-favoured-nation’’ treatment 
between the two nations, from April 14th, 1921, to August 9th, 1921. On September 30th, 
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1921, it was arranged that this agreement should be extended indefinitely, three months’ notice 
of termination being given on either side. 

2. Agreement with Esthonia concerning the measurement of tonnage, dated December 1st, 
1920. 

3. The commercial treaty with Spain, dated June 27th, 1892, terminated as from March 20th, 
1921, was later prolonged until June 20th, 1921. As from this date the treaty was replaced 
by an agreed modus vivendi. It was finally agreed on December 29th, 1921, that the new 
Spanish tariff should, from the date of its application to other countries, apply equally to mer- 
chandise coming from or produced in Sweden. 

On December 16th, 1920, the Swedish Government gave notice of its desire to terminate the 
Swedish-German commercial treaty of May 2nd, 1911. 

On April 18th, 1921, the Roumanian Government gave notice of its desire to terminate the 
Swedish-Roumanian treaty of March 3rd, 1910. 

(6) Transport Conventions. 

1. Agreement with the British Government concerning private and commercial aircraft, 
dated February 16th, 1921. 

2. Exchange of letters with the French, Belgian, Italian and Roumanian Governments 
renewing the Convention of Berne of October 14th, 1890, concerning the transport of 
merchandise by rail. 

June is^, 1922. 



Switzerland 

I. BUDGETARY MEASURES TAKEN BY THE SWISS FEDERATION 

(excluding Cantons and Municipalities). 

i. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

In the 1921 and 1922 budgets, the ordinary expenditure (including the service of interest 
of the debt) was covered as follows: 

Ordinary expenditure 1 

Ordinary revenue x 

Proceeds of loans . . 

1920 
Francs 

287.510.759 IOO 
i65-9947oo 577 
121,516,059 42.3 

1921 
Francs % 

301.439.299 100 
211,288,625 70 
9O.i50.674 30 

2. Whether expenditure on armaments has been reduced. 

The credits voted for armaments were reduced from 84.580,519 francs in 1921, to 
80,930,107 francs in the budget for 1922. 
3. The extent of unproductive extraordinary expenditure. 

1920 1921 
Fr. 135,361,168 Fr. 169,579,372 

5. The policy of the Government in the case of remuneration granted to officials by reason of 
variations in the cost of living, and the effects of this policy on budget conditions. 

The personnel of the Federal Government received the first increases in their salaries 
on account of the high cost of living in 1916, although prices had risen 20 % by December 1915. 
Higher increases were granted each year until 1920, from which time they remained almost 
unvaried until the first half of 1922. 

1 Not including public undertakings. 
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The allowances granted included certain so-called principal allowances, applied to all 
officials in varying proportions according to their 1914 salaries, family allowances to married 
officials, allowances for children under 16 years of age and, finally, residence allowances, a contri- 
bution according to a scale based on the population of the district in which the official is stationed. 

The principal allowances have been changed from time to time by means of new legislation, 
but they have not been automatically variable according to any price index numbers. The 
increases have been very different in different grades. In 1920 and 1921, the lower grades 
received an increase that was proportionately higher than the rise in the cost of living; the 
higher grades, on the contrary, did not receive full compensation for the increased cost. 

A married official without children, living in Berne, whose salary in 1914 amounted to 
1,400 francs received in 1921 3,900 francs or an increase of 178.6 %, while such an official 
whose salary in 1914 was 10,300 francs received 15,800 francs or an increase of only 53.4 %. 

On May 16th, 1922, the Federal Council made a proposal for the revision of the cost-of- 
hving allowances, according to which the increases granted to all officials for the second half of 
1922 will be diminished. The normal increases will be 70 % or about the same as the increase 
m the retail price level. For salaries lower than 3,000 francs a year the increase is somewhat 
greater (up to 140 %), and for salaries above 4,000 francs a year somewhat lower. But even 
so, the new scale corresponds more closely to the proportion between the salaries of different 
grades prevailing before the war than did the previous systems. 

6. The existence of subsidies on bread and other foodstuffs, coal and other raw materials. 

Milk.— During and after the war the Federal Council endeavoured to provide the population 
at reasonable prices with the fresh milk and milk products (cheese and butter) which were 
necessary for its subsistence. In 1916 the Federation concluded an agreement with the asso- 
ciations of milk producers, under which it gave them subsidies intended to cover their additional 
expenditure (general subsidy for milk consumed, subsidy for milk supplied from the territory 
of one association to the territory of another, special allowance for milk supplied to large towns 
and for certain transport charges, etc.). The sums needed for this purpose were taken from the 
export duties on milk products and from the State share in the profits of the Swiss Union of 
Cheese Exporters, a semi-official body formed with the support of the Federal Council. This 
relief work of the Federation has not yet entirely ceased. 

We will not enumerate here all the Decrees of the Federal Council, nor all the Departmental 
decisions in connection with the question of the price of milk and milk products but reference 
may be made to Reports Nos. XIV, XV, XVI, XVII and XVIII of the Federal Council on the 
measures taken by virtue of plenary powers. We will confine ourselves to noting that the 
Federal subsidies were adjusted to the fluctuations of the market and that they varied on an 
average between 1 and 4 centimes per kilo. 

The following table shows the amounts of the monthly Federal subsidies paid since May 1920: 

1920 Francs 
May . . . 
June . . 
July • . • 
August 
September 
October . 
November. 
December 

448,641.95 
442,807.85 
431-540-35 
423,873.05 
407,330.80 
603,426.70 
527,525-— 
642,551.25 

3,927,696.95 
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From January ist to April 30th, 1920, the subsidies amounted to 9,452,062.75 francs. 

1921 
January . . . . 
February . . . . 
March  
April  

Francs 
632,642.50 
568,063.45 
628,632.70 
675.699.90 

2.505,038.55 

In April of this year, subsidies of 1 centime per litre of fresh milk supplied for consumption 
were discontinued, save in certain large towns in which it was difficult to maintain the milk 
supply. The following subsidies were granted from May ist to December 31st, 1921: Basle, 
Fr. 253,849.25; Zurich, Fr. 312,927.80; Winterthur, Fr. 64,471.35; Schaffhausen, Fr. 43,599 i 
Coire, Fr. 19,251.75; a total of Fr. 694,098.15. The necessary funds were derived from the 
profits made in the butter trade. 

On the other hand, by a Decree of April 7th, 1922, Parliament gave the Federal Council 
a credit of 20 million francs for the carrying out of relief work in favour of Swiss milk producers. 
The Federal Council was instructed to place this sum at the disposal of the milk producers’ orga- 
nisations, in order to allow of a further decrease in cheese prices corresponding to the fall in the 
price of milk, while placing these organisations in a position to take delivery, under conditions 
previously agreed upon, and to provide for the utilisation of cheese manufactured before the 
coming into force of the new reductions. Under the same Decree, the Federal Council is autho- 
rised to collect duties on exported milk and cheese, in order to cover the sums voted by the 
Federation for this relief work in so far as they might exceed 5 million francs. Under an Agreement 
concluded on January 20th, 1922, with the Central Union of Milk Producers, the Federation had 
already consented to grant a subsidy of 12,338,482 francs — representing that part of the profits 
which the State had previously received from the Swiss Union of Cheese Exporters. For further 
details reference may be made to the report of the Federal Council to the Federal Assembly of 
February 2nd, 1922, on the country’s supplies of milk and milk products from February ist 
to April 30th, 1922, and also to the message of the Federal Council to the Federal Assembly 
dated March 24th, 1922, and to the Federal Decree of April 7th, 1922, referring thereto, 
concerning the relief work in favour of Swiss producers of milk. 

Lastly, the Federation has granted monthly subsidies direct to the Cantons until the last 
few months, in order to enable persons of small income to obtain fresh milk cheap (milk at a 
reduced price). The maximum amount of the Federation’s contribution to this relief work was 
fixed at 6 centimes per litre from April ist, 1920. Furthermore, reduced prices were granted for the 
following quantities of milk: children less than 7 years of age 1 litre, adults 5 decilitres per day. 

The expenditure on relief work amounted to the following sums from the month of June 1920 : 

1920 

Tune . . 
July . . 
August . 
September 
October. 
November 
December. 

Persons benefiting 
(round figures) 

292,000 
257,000 
192,000 
183,000 
134,000 
131,000 
128,000 

State Subsidies 
Francs 

293.556.31 
259.725-97 
196,085.71 
i47.362.9i 
I38,709-5I 
134,957-37 
133,872.34 
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1921 Persons benefiting State Subsidies 
(rund figures) Francs 

January  126,000 135,274.38 
February  116,000 129,855.69 
March  124,000 133,630.69 
April  55,000 56,986.18 
May  52,000 S3753-98 

June  51,000 51,098.68 
July  41,000 43,561.12 
August  36,000 40,042.28 
September  37,000 38,570.96 
October  36,000 38,702.10 
November  36,000 37,500.69 
December  37,000 38,161.85 

Since August 1921, this relief work has only been continued in a few Cantons. In view of the 
fall in milk prices, the maximum amount of the Federal subsidy was reduced in January 1922 
from 6 to 3 centimes per litre. At the same time, the duration of this measure was limited to 
April 30th, after which date the State subsidies were to cease. 

Bread. — During and after the war one of the chief tasks of the State in the economic sphere 
was to provide for the country’s supply of cereals. The Federal Council’s Decree of January 
9th, 1915, created for that purpose the cereal monopoly, which is still in existence. In order to 
prevent too high a rise in the price of bread, the Federation made great sacrifices by supplying 
cereals for bread-making to Swiss producers at less than cost price. The amount spent for this 
purpose from June 30th, 1920, to June 30th, 1922. was approximately 82 million francs. 

The Federation has also given financial assistance to the Cantons in respect of the supply 
of bread at reduced prices to the poor. For this purpose it granted monthly subsidies, the rate 
of which was 9 centimes per kilogramme of bread, from June 1st, 1920. The daily ration was 
250 grammes, but the Cantons had the option of granting only 125 grammes for each child under 
two years of age. The following table gives some information as to relief work since June 1920: 

1920 

Tune . . . 
July . . . 
August . . 
September 
October. . 
November. 
December. 

1921 
January. 
February 
March . 
April . . 
May . . 
June . . 

Persons benefiting 
(round figures) 

334.000 
280,000 
219,000 
163,000 
144,000 
143,000 
136,000 

135,000 
126,000 
134,000 
63,000 
58,351 
57,000 

State Subsidies 
Francs 

209,l8l.0I 
172,090.17 
137,325.89 
99,549.02 
88,768.07 
88,462.86 
84,231-95 

83,818.65 
82,214.54 
85,491.24 
40,374.09 
37,181.27 
37,432.47 

The supply of bread at reduced prices was abolished as from June 30th, 1921. 

15 
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7. Charges for unemployment. 

The unemployment credits at the end of 1921 were as follows 1: 

1. For work by unemployed (building, improvement of land, etc.). 
2. For relief  
3. Funded loans on land  

8. The financial position of public undertakings'. 

Profit and Loss Accounts. 

1. Federal Railways : 
Expenses  
Receipts  

2. Posts 
Expenses  
Receipts  

3. Telegraphs and Telephones: 
Expenses  
Receipts  

It is not advisable to increase further 
however, hoped that it will be possible to balance the budgets by the reduction of staff and salaries 
and by economy in all directions. 

9. The introduction of new taxation. 

A stamp tax on coupons was introduced by the Law of June 25th, 1921. In 1920 and 
1921 the customs duties were considerably increased in certain respects. 

10. Methods of raising money by loans, whether by: (a) long-term loans ; (b) short-term loans in the 
open market; (c) loans direct from the central bank leading to further new inflation. 

Loans 1920-1921. 

(a) Treasury bonds at 3 and 4 years  480,000,000 francs 
(&) Three-month bills by the central bank at the end of 1920. . . 257»000>000 ” 

at the end of 1921. . . 188,000,000 » 

At the end of May 1922, the latter bills were paid up by means of an 8 J2"year loan. 

Closed Accounts 
Francs 

448,763,699.25 
376,257,858.46 

135,949,844.01 
117,032,768.93 

75,686,142.88 
73.737*448-38 

the railway rates, Which 

Budget Estimates 
Francs 

458,305,600 
427.950,520 

I36,8l8,000 
127,944,000 

83,342,701 
82,967,375 

already very high. It is. 

116,000,000 francs 
106,500,000 » 

12,000,000 » 

1 Not including the credits voted by the Cantons and the Municipalities, which amount to sums at 
least as large. 



11. The influence of foreign loans and trade balances. 

On July ist, 1920, the Federation floated a loan in America of 25 million dollars. This 
operation has certainly exercised an influence on the exchange with New York, the dollars 
borrowed having for the most part been used for payment of goods bought in America. 

12. The effect of local and provincial finance on the budget of the State. 

The finances of the Municipalities and Cantons have no direct influence on the budget 
of the Federation, but the Federation must nevertheless, in its measures to restore the balance 
of its budget, take into account the very weak financial position of the Municipalities and Cantons. 

II. MONETARY MEASURES. 

1. The increase or decrease of the note circulation. 

The total of the notes of the central bank in circulation decreased from: 

1,023,712,430 francs at the end of 1920, to 
1,009,363,735 » at the end of 1921, and to 

781,791,360 » at the end of May 1922. 

2. The influence of Government expenditure on currency. 
3. The repayment of floating debt and the effects thereof. 

The progressive repayment of three-month Government Bonds has resulted in the dimi- 
nution of the bank-note circulation. 

4. The connection between the Government and the central bank of issue. 

The connection between the Government and the central bank of issue is regulated 
by the Law of April 7th, 1921, regarding the Swiss National Bank. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

The rate of discount of the central bank was fixed during the whole of 1920 and until 
April /th, 1921, at 5 %; on the latter date it was reduced to 4% %. On August 12th, 1921, 
the rate underwent a further reduction and fell to 4 %, and on March 3rd of this year it was 
fixed at 3% %• 

6. The existence of any artificial control of exchange, with a description of its character and its effects. 

There is no artificial control of exchange in Switzerland; and no difference in the treat- 
ment of foreigners and Swiss subjects. 
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III. COMMERCIAL POLICY. 

i. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition or lowering of import or export duties, etc. 

A. Prohibitions and Restrictions of Imports. 

(a) In order to prevent unemployment and to protect home production at a time when 
it was gravely menaced, Parliament, in aDecree datedFebruary i8th, iQ2i, authorised the Federal 
Council, as an exceptional and temporary measure, to limit or subject to a permit the import of 
goods. For further details reference may be made to the messages of the*Federal Council to 
the Federal Assembly of January 24th and September 23rd, 1921, and May 19th, 1922. 

In Decrees dated March 14th, April 5th, April 29th, May 24th, July 15th, July 19th, Septem- 
ber 16th, November 16th and December 5th, 1921, and February 14th, 1922, the Federal 
Council made use of the powers granted by Parliament and made the importation of the 
goods specified in these decrees subject to obtaining a permit. 

Reference should be made also to the eight reports presented by the Federal Council to the 
Federal Assembly dated April 5th, April 8th, May 13th, June 20th, September 12th, September 
20th and December 19th, 1921, and March 3rd, 1922, on the measures taken by virtue of the 
Federal Decree of February 18th, 1921, concerning the restriction of imports. 

The majority of the restrictions apply only to the Swiss-German and Swiss-Austrian fron- 
tiers. In order to reduce to a minimum the restrictions which it has been necessary to place 
on the entry of goods into Switzerland, a large number of general authorisations for importation 
have been decreed as regards goods entering by the Franco-Swiss and Swiss-Italian frontiers. 
A list of commodities the importation of which is subject to special authorisation was drawn 
up by decision of the Federal Department of Public Economy, dated June 3rd, 1922. This 
list sets out the commodities and frontiers to which the general authorisation for importation 
applies. 

The restriction on the importation of wine decreed on April 8th, 1921, ceased to be applied 
as from July 1st, 1922. 

The importation of gwyniads (fish) from the Lake of Constance was only restricted between 
September 16th and December 15th, 1921. Finally, a general authorisation for importation over 
the Swiss-German and Swiss-Austrian frontiers was granted on June 3rd» i922> in respect of 
gloves and machine-made stockings. These articles can, until further notice, be freely imported 
into Switzerland. _ . 

(b) By a Decree dated October 4th, 1920, the importation of five-franc pieces of the Latin 
Union was forbidden. This measure was rendered necessary by the considerable influx of silver 
which was taking place and which could be described as a systematic importation of minted 
silver. This exceptional importation of five-franc pieces threatened to become harmful to the 
country. In accordance with the liquidation clauses of the Monetary Convention, the contracting 
Governments are only bound to exchange the crown pieces struck in their respective countries 
for gold up to a certain sum. Another reason for which the importation of these five-franc pieces 
was considered undesirable was that they were for the most part extremely soiled and damaged. 
Finally, it was considered that the Swiss market was sufficiently supplied with five-franc silver 
pieces. (See Report XV of the Federal Council on the measures taken by virtue of plenary powers.) 

For the same reasons, the entry into Swiss territory of the small Belgian silver coins of two 
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francs, one franc and fifty centimes was also prohibited by the Decree of the Federal Council 
dated November 2nd, 1920. 

(c) The importation of butter, cream and cheese is subject to a permit. The importation of 
single consignments not exceeding 50 kilogrammes (formerly 5 kilogrammes) is, however, free at 
present. 

{d) The free importation of coal was re-established on May 2nd, 1921. The importation of 
gas coke, of waste coke and of all kinds of waste products derived from the combustion of gas 
coke, which was provisionally subject to a permit, has also been free since the end of last year. 

(e) The majority of the import monopolies, created as a result of the war, have been sup- 
pressed since the summer of 1920. 

1 The import monopoly on forage, including barley, oats and maize, was gradually 
removed in the winter of 1920-1921. It ceased altogether to exist after the month 
of August 1921. 

2. The import monopoly on rice came to an end on September 12th, 1921. 
3. The import monopoly on benzine and petrol was removed on March 1st, 1922. 
4. The import monopoly on copper sulphate came to an end on June 15th, 1922. 
5. A Decree of the Federal Council of March 17th, 1922, removes the import 

monopoly on sugar as from September 30th at the latest. 

Among the war-time import monopolies, the only one remaining is that on cereals for bread 
making (wheat, rye, hard wheat). (See the reports of the Federal Council to the Federal Assembly 
on the measures adopted by virtue of plenary powers.) 

B. Prohibitions and Restrictions of Exports. 

Since the summer of 1920 and even before, there has been a gradual abolition of all prohibi- 
tions on exports decreed by Switzerland during the war to ensure her supplies of foodstuffs, raw 
materials, semi-manufactured and manufactured goods, and to fulfil her international engage- 
ments. 

At the end of 1920 the number of articles in the Swiss customs tariff coming within the 
competence of the Exports Bureau was estimated at 230. As regards 132 of these articles, export- 
ation was completely free, as legards 26 it was partially free, while of 68 articles exportation was 
entirely prohibited. At present only the following goods are subject to export prohibition: 
waste products derived from iron works (1 ariff No. 7°S); iron filings and old iron (Tariff No. 711) ; 
unwrought gold, silver and platinum (Tariff Nos. 869 a-c); minted gold (Tariff No. 869 d). Out 
of 1,164 customs items, three whole items and part of a fourth are still subject to export prohibi- 
tion. In addition to minted gold, these consist of raw products indispensable to Swiss industry. 

As regards foodstuffs, the only remaining restrictions on exportation are those in respect 
of fresh milk and hard cheeses in quantities exceeding 50 kilogrammes. 

(For further details, see the decisions of the Federal Office for Food Supplies and 7th 
Department of Public Economy of June 12th, July 5th, July 24th, August 28th, September the, 
September 14th, September 23rd and November 1st, 1920, and January 7th, January 15th, 
February 24th, April 25th, June 25th and September 12th, 1921. These decisions relate to the 
restrictions on exportation which have been suppressed since the middle of the year 1920. 
See also the reports of the Federal Council on the measures taken by virtue of plenary powers.) 

C. A bolition or Reduction of Import or Export Duties. 

. imPort and export duties at present in force in Switzerland are fixed by the revised 
tariff of June 8th, 1921, which has replaced the general tariff of October 10th, 1902. The aim of 
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this new tariff, which is only provisional, has been to adapt the customs duties to the present 
economic situation. 

In this connection it may be found interesting to compare the message of the Federal Council 
to the Federal Assembly of January 24th, 1921, concerning the provisional modification of 
the customs tariff and the restrictions on importation, and also the report of the Federal Council 
to the Federal Assembly dated July 15th, 1921, concerning the provisional revision of the customs 
tariff, in accordance with the Federal Decree of February 18th, 1921. 

The duties figuring in the tariff of June 8th, 1921, have so far undergone only a few modifi- 
cations. Some of them have, however, been reduced or even abolished by Decrees of the Federal 
Council dated October 10th and December 15th, 1921, and March 27th, 1922. 

2. The existence {or abolition) of price discrimination against foreign trade. 

There are no regulations in Switzerland allowing of discriminations in price. 

3. The conclusion of: (a) commercial conventions; (b) transport conventions. 

Switzerland concluded, in the month of April 1922, a commercial treaty with Spain replacing 
that of September 1st, 1906. (See the report of the Federal Council of May 12th, T922, to the 
Federal Assembly concerning the new commercial treaty concluded between Switzerland and 
Spain.) 

In addition, a commercial convention has been concluded recently between Switzerland and 
Poland. This convention is limited to general prescriptions and does not contain any tariff 
regulations. (See the message of the Federal Council to the Federal Assembly of June 27th, 
1922, concerning the treaty of commerce concluded between Switzerland and Poland.) 

Switzerland has not at present renewed its pre-war commercial conventions with other 
countries, and has not concluded any new ones. 

No transport conventions have been concluded. 

July ijth, 1922. 



Union of South Africa. 

I. BUDGETARY MEASURES 

(Excluding Railways and Harbours). 

I. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

Ordinary Revenue. 

£29,676,185 

£28,863,169 
460,0001 

£ 29,323,169 

1920-21. 

1921-22. 

Ordinary Expenditure. 

£30,075,715 

£30,225,276 

2. Whether expenditure on armaments has been reduced. 

The expenditure on defence in 1920-21 from ordinary revenue was £1,264,710; in 1921-22 
£1,340,049. 

The 1921-22 figure would have been reduced by some £250,000 had it not been for the 
disturbances on the Witwatersrand in March 1922. 

In 1920-21 a sum of £638,000 was spent bv the Department of Defence from the Loan 
Account, of which £260,000 was for the purpose of increasing the capital of the Stores Account; 
the balance was largely expenditure in connection with returned soldiers. 

In 1921-1922 this expenditure fell to £ 101,000. 

3. The extent of unproductive extraordinary expenditure. 

There is no unproductive extraordinary expenditure. 

1 Portion of surplus revenues for the year 1919-20 taken to assist the revenues of this year. 
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4- The extent of productive ordinary expenditure. 

The only head of expenditure from ordinary revenue which might be regarded as pro- 
ductive is Posts, Telegraphs and Telephones. The expenditure (exclusive of interest on capital 
expenditure and certain free services) in 1920-1921 was £3,345,225 and in 1921-1922 £3,234,000. 
The revenues in these years were £2,785,138 and £2,892,225 respectively (excluding free 
postal services to other Government Departments). 

5. The policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

The cost-of-living allowance to officials ceased on December 31st, 1921. In 1920-1921 
the expenditure on this service was £1,770,000 and in 1921-1922 provision was made for £ 755,000. 

6. The existence of subsidies on bread and other foodstuffs, coal and other raw materials. 

During 1920-1921 the Union Government incurred net expenditure from Loan Account 
of £ 1,069,000 in the purchase and distribution of flour. Recoveries in respect of this expenditure 
to the extent of £430,000 were received in 1921-1922. It is estimated that a loss of £600,000 
will result from this transaction. 

7. Charges for unemployment. 

In 1920-1921, £153,000 was provided for this service and £417,000 in 1921-1922. 

8. The financial position of public undertakings. 

{a) Posts, Telegraphs and Telephones. — The Post Office is not conducted as a separate 
entity. Taking free services rendered to and by other Government Departments, the year’s 
working for 1920-1921 resulted in a loss of £634,000. Figures are not yet available for 1921-1922, 
but the result for that year is not likely to be materially different from 1920-1921. 

fb) Railways and Harbours, 1920-1921. — The working for this year resulted in a net loss 
of £901,210; after providing £48,480 for pension funds and £100,000 for betterment and adding 
the debit balance brought forward from the previous year, the accumulated debit balance on 
the Revenue Account amounted to £2,598,833. Figures are not yet available for 1921-1922. 

9. The introduction of new taxation. 
1920- 1921: Customs Duties. — Increased duty on sugar is. per 100 lb., from 5s. to 6s. 

Increased duty on tea id. per lb., from 5d. to 6d. Excise.-—Sugar is. per 100 lb. On the other 
hand, the customs duty on apparel, woollen and cotton goods was decreased from 25 % ad 
valorem to 20 %. 

Postal Revenue. 

Increased postage on letters from id. per £2 oz- to 1 %d. per oz. 
» rate for telegrams from is. per 12 words to is. 3d. per 12 words. 
» rates and tariff for telephones. 

1921- 1922: Customs and Excise: 
Imported Spirits. — Increased by 7s. 6d. per proof gallon. 
Union Spirits. — Increase of 2s. 6d. per proof gallon. 
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Beer. — Increase of 2d. per gallon on standard gravity beer. 
» — Increase of id. per gallon on beer below standard. 

To&«cco (including cigarettes). — is. per lb. increase. 
Cigars. — 2S. 6d. per lb. increase. 

Postal Revenue: 

Letters. — Increased to 2d. per oz. 
Newspapers. — Excess weight over 2 lb. charged at parcel rate. 

Income Tax. — There have been various amendments to abatements productive of 
increased revenue. The normal tax on companies has been increased from is. to is. 6d. in the 
Private companies are now taxed as individuals without any primary abatement. 

Super Tax. — This tax has been increased from is. and as many 2,oooths of a penny 
as there are pounds in the taxable amount, to is. in the £ and as many 5ooths of a penny, 
with an increase of the maximum tax from 3s. to 5s. in the £. The abatement of £2,500 to 
slide off £ for £ of the excess above £2,500 instead of 10s. for each £. 

Stamp duties on various documents have also been increased to a small extent. 

10. Methods of raising money by loans, whether by: (a) long-term loans ; (b) short-term loans in the 
open market; (c) loans direct from the central bank leading to further new inflation. 

The Union Government employs all three methods of raising money by loan as the 
moment and occasion may demand. 

[a) Long-term loans are raised both in London and in South Africa. It hay 
been usual for some years past to have a local loan "on top” to absorb the mones 
available for investment in South Africa. 

{b) Treasury bills are also sold both in London and South Africa. The former 
are disposed of at the market price ruling at the time and the latter are available at 
any time at fixed rates for 6, 9 and 12 months. 

(c) Since the establishment of the South African Reserve Bank in June 1921, 
the Union Government has, from time to time, borrowed various amounts direct from 
this bank. 

11. The influence of foreign loans and trade balances. 

The amounts borrowed outside the Union in the years 1920-1921 and 1921-1922 were 
respectively £3,000,000 and £8,000,000. 

12. The effect of local and provincial finance on the budget of the State. 

The provincial administrations, up to March 31st, 1922, received subsidies from the 
Union Government practically equal to £ for £ of their expenditure; thus any increase in 
provincial expenditure out of provincial revenues meant an increased subsidy. Amending 
legislation has been passed since March 31st, 1922, restricting the Union Government’s contri- 
bution to the Provinces by way of subsidy to an increase of 3 % over the previous year’s subsidy. 
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II. MONETARY MEASURES. 

1. The increase or decrease of the note circulation. 

The following figures give the note circulation and 
African Banks on the dates specified: 

Note Circulation. 
£ 

March 31st, 1920 9,011,222 
» » 1921 8,870,416 
» » 1922 8,296,839 

deposits in the Union of the South 

Deposits. 
£ 

94,647.758 
76,014,805 
70,167,456 

2. The influence of Government expenditure on currency. 

The increased Government expenditure on services met out of loans and the deficits on 
operation of the railways and harbours have doubtless contributed to prevent a greater reduc- 
tion in credit and currency. 

3. The repayment of floating debt and the effects thereof. 

The floating debt at the close of each of the last three financial years was:— 

£ 
March 31st, 1920 15,417,858 

» » 1921 20,248,397 
» » 1922 16,322,012 

These figures are comparatively large, but, owing to high interest rates and scarcity of capital 
available for fixed investment, it has not been deemed prudent to repay the sums. 

4. The connection between the Government and the central bank of issue. 

Since June 1921, the central bank has held the cash balances of the other banks. It 
did not commence to issue notes until April 1922. The Government owes the bank £2,200,000 
at the present time (May 9th). This sum represents the bank's only asset in the form of discount, 
loan or investment. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

It is understood that the banks have exercised greater discrimination in granting credit 
in consequence of the requirements of the Currency and Banking Act, 1920, as regards minimum 
cash reserves. The ratio of cash to liabilities in the Union has improved from 7.3 per cent, on 
March 31st, 1920, to 17.9 per cent at March 31st, 1922. The first figure includes only coin and 
bullion; the second figure includes £7,118,011 bankers’ deposits in the central bank. The latter’s 
ratio of cash to liabilities on March 31st, 1922, was 72.5 per cent. The embargo on the export 
of gold and the inconvertibility of gold certificates continue in force; consequently the rate of 
exchange has not operated to restrict the grant of credit. 
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6. The existence of any artificial control of exchange, with a description of its character and its effects. 

The embargo on gold exports and the inconvertibility of gold certificates are the only 
artificial forms of control. 

7. The causes and effects of deflation. 

The deflation which has taken place in currency and credit is attributable to a large 
extent to the fall in prices and to a smaller extent to the necessity for improving cash reserves. 

III. COMMERCIAL POLICY. 

1. The abolition or the establishment of prohibitions on imports or exports or of special permits; 
the abolition of lowering or import or export duties, etc. 

Imports. —• Under the powers conferred under the Public Welfare and Moratorium 
Act 1914 (as amended by Act 37 of 1917 and Act 38 of 1920), which remains in operation until 
July 1st, 1922, the Government prohibits the importation, except under licence, of: 

{a) Second-hand boots and shoes1; 
{b) Sugar, except that grown in the Portuguese province of Mozambique, that is 

imported into the Transvaal Province of the Union 1. 
(c) Boots and shoes (new). Under the Proclamation No.84 of May, 1921, the impor- 

tation of boots, shoes and slippers made of leather, or of which leather is the chief 
constituent part, is prohibited except under licence, and the action taken thereunder 
is as set out in Government Notice No. 868 of October 1921. 

Exports. — The export of: 

{a) Scrap metal2; and 
{b) Sugar, and all other goods the price of which is regulated, is prohibited except 

under licence2. 
(c) Gold coin3, gold bullion and gold jewellery; permits are only granted to the banks 

to export gold bullion (gold as received from the mines). Gold coin is now dealt with 
under the Currency and Banking Act, 1920. 

{d) Silver coin; permits are given to export in small quantities. 

1 No permits are given to import second-hand boots and shoes, and as regards sugar, permits are 
limited to small quantities of special kinds of sugar. In the year ended December 31st, 1921, the total 
quantity imported other than Mozambique sugar was 350,000 lb., value £8,000. 

2 Permits are not given for the export of scrap metal, and as regards (b) permits to export sugar are 
only given to the Natal Sugar Association, a combination of sugar growers, millers, refiners and distri- 
butors. As regards other articles of which the price is controlled, permits are freely given. 

3 No permits are given to export gold coin that is still in private hands in the Union. 
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As already pointed out, the Moratorium Act expires on July 151,1922, but as the Govern- 
ment has announced its intention of controlling the importation of boots and shoes, and as it 
may determine to control the importation of sugar, steps must be taken before that date to 
obtain the necessary powers. 

2. The existence (or abolition) of price discrimination against foreign trade. 

No price discriminations exist in the Union, unless the powers conferred under Section 9 
of Act 26 of 1914 can be held to be such a discrimination. 

The section reads as follows:— 

“Whenever goods are imported into the Union under such circumstances or condi- 
tions as render it difficult to determine the value thereof for purposes of duty because: 

“{a) those goods are not sold for use or consumption in the country of origin 
or production; or 

“(b) a hiring of those goods or the right of using the same, but not the right 
of property therein, is sold or given; or 

“(c) any royalty imposed on those goods is uncertain or is not from other 
causes a reliable means of estimating the value of the goods; or 

“{d) those goods are usually or exclusively sold by or to agents or by sub- 
scription; or 

“(e) those goods are sold or imported in or under any other unusual or peculiar 
manner or conditions ; 

the Commissioner may determine the value of those goods for purposes of duty, 
and the value so determined shall, unless otherwise provided, and subject always to 
the right of appeal to the Minister, be the value upon which the duty on those goods 
shall be computed and levied.” 

3. The conclusion of: (a) commercial conventions; (b) transport conventions. 

(a) A customs agreement exists between the Union and Rhodesia which declares that 
there shall be free trade in goods grown, produced or manufactured in the territories of the con- 
tracting parties, and that as regards imported goods each party to the agreement is entitled to 
the customs duties on such goods consumed in its respective territory. The payment of these 
duties is arrived at on an agreed basis. 

The Transvaal-Mozambique Convention of 1909 contains provisions dealing with: 

(a) railway rates; 
(b) native labourers; 
(c) commerce, etc. 

Likewise, as regards transport conventions, provision exists in the Customs Tariff Act 26 
of 1914 for the transit of imported goods through the Union. 

June 1st, 1922. 



United Kingdom 

I. BUDGETARY MEASURES. 

The statement given on pages 182-184 shows the results of the budgetary year ending 
March 31st, 1922, and the budget estimates for the current year ending March 31st, 1923. 

1. How far the ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

The budget of the United Kingdom makes no distinction between capital or other 
expenditure or between ordinary and extraordinary expenditure, although for purely statistical 
purposes certain items of temporary war revenue and expenditure have been classified under the 
heads of "ordinary” and “special”. The out-turn of the years 1920-21 and 1921-22, after allowing 
for inclusion in the budget of considerable statutory sinking funds, left a cash surplus applied 
to the further reduction of debt of €230,556,778 in 1920-21, and €45,693,000 in 1921-22. It is 
anticipated that there will be a small surplus in the current year. 

No borrowing has been incurred since 1920 for fresh expenditure, the debt operations dealing 
solely with the re-borrowing in certain cases of maturing debt. 

2. Whether expenditure on armaments has been reduced. 

The net expenditure on the fighting forces was: 

Estimate 
Estimate 

1920- 21 
1921- 22 
1922- 23 

Army 

£ 
165,901,459 
95,983.250 
63,875,500 

Navy 

£ 
92,505,290 
83,444,000 
64,883,700 

Air Force 

£ 
20,699,268 
18,411,477 
10,895,000 

Total 

£ 
279,106,017 
197,838,727 
139,654,200 

Of these totals, £80,500,000, £11,000,000 and £8,900,000 in the three years respectively 
are due to terminal charges arising out of the war. 



Receipts in 1921-2 Estimated Receipts 
for 1922-23 

Estimates for 1922-23 
more (+) or 

less (—) than 
Receipts in 1921-22 

Customs 
Excise . 

Motor Vehicle Duties 

Estate, etc.. Duties. . . 
Stamps  
Land Tax, House Duty 

and Mineral Rights 
Duty 1  

Income Tax (including 
Super-Tax)  

Excess Profits Duty, etc. 
Corporation Profits Tax. 

Total Receipts from Taxes 

Postal Service  
Telegraph Service . . . 
Telephone Service . . . 

Crown Lands  
Interest on Sundry 

Loans   
Miscellaneous: 

Ordinary Receipts . . 
Special Receipts . . . 

Total Receipts from Non- 
Tax Revenue .... 

Total Revenue . . 

Borrowings to meet Ex- 
penditure chargeable 
against Capital . . . 

Borrowings for Advances 
under Unemployment 
Insurance Acts, 1921 
and 1922  

130,052,ooo 
194,291,000 

324,343,000 

11,096,000 

52,191,000 
19.638,000 

2,590,000 

398,887,000 
30,452,000 
17,516,000 

521,274,000 

856,713,000 

40,000,000 
5,900,000 

10,500,000 

56,400,000 
820,000 

13,807,000 

26,334,000 
170,806,000 

268,167,000 

1,124,880,000 

8,045,000 

13.950.000 

1x2,250,000 
160,750,000 

273,000,000 

10,600,000 

48,000,000 
18,250,000 

3,000,000 

329,000,000 
27,800,000 
19,750,000 

445,800,000 

729,400,000 

35,667,000 
5,230,000 

13,728,000 

54,625,000 
750,000 

14,000,000 

22,000,000 
90,000,000 

181,375,000 

910,775,000 

10,050,000 

— 17,802,000 
— 33.541.000 

— 51,343,000 

496,000 

— 4,191,000 
— 1,388,000 

+ 410,000 

— 69,887,000 
— 2,652,000 
+ 2,234,000 

75,474,000 

-127,313,000 

— 4.333.ooo 
— 670,000 
-(- 3,228,000 

— 1,775,000 
— 70,000 

+ 193,000 

— 4,334,000 
— 80,806,000 

86,792,000 

-214,105,000 

+ 2,005,000 

I3.950.000 

1 Included with Income Tax in 1921-22. 



Service Estimated Expenditure 
1921-22 

Estimated Expenditure 
1922-23 

Estimate for >922-23 
more (+) or 

less (—) than Expenditure 
in 1921-22 

Consolidated Fund Ser- 
vices : 

National Debt Services . 

Payments for Northern 
Ireland Residuary 
Share, etc  

Road Fund  
Payments to Local Taxa- 

tion Accounts, etc. . . 
Land Settlement.... 
Other Consolidated Fund 

Services   

Total Consolidated Fund 
Services   

Supply Services : 
Army (including Ord- 

nance Factories) . . . 
Navy  
Air Force  
Civil Services '  
Customs and Excise, and 

Inland Revenue De- 
partments   

Post Office Services. . . 
Provision for Supplemen- 

tary Estimates.... 

Total Supply Services. . 

Total Expenditure . 

Estimated Expenditure 2 

chargeable against 
Capital  

345,000,000 

8,400,000 

11,115,000 
5,000,000 

I>757>000 

371,272,000 

106,665,000 
82,479,000 
18,411,000 

379,035,000 

14,701,000 
67,165,000 

97,000,000 

765,456,000 

1,136,728,000 

10,472,000 

335,000,000 

2,500,000 
10,000,000 

9,788,000 
3,500,000 

2,650,000 

363,438,000 

62,300,000 
64,884,000 
10,895,000 

317,455,000 

12,275,000 
53,822,000 

25,000,000 

546,631,000 

910,069,000 

10,050,000 

10,000,000 

+ 2,500,000 
+ 1,600,000 

— 1,327,000 
— 1,500,000 

+ 893,000 

7,834,000 

44.365,000 
17.595.000 
7,516,000 

61,580,000 

2,426,000 
i3,343,ooo 

72,000,000 

-218,825,000 

-226,659,000 

— 422,000 

See A, page 184. 
See B, page 184. 
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The personnel of the three services has been reduced as follows: 

1920- 21 
1921- 22 
1922- 23 

Army 
525,000 
341,000 
215,000 

Navy 
124,009 
123,700 
121,400 1 

Air Force 
29.730 
40,880 
31.176 

678,739 
505.580 
367,576 

Total 

5. The policy of the Government in the case of remuneration to officials by reason of variations in 
the cost of living and the effects of this policy on budget conditions. 

In the spring of 1920 the British Government approved a scheme for the automatic 
adjustment of the remuneration of the permanent staff of the Civil Service in accordance with 
variations in the cost of living. The scheme, which was introduced on March 1st, 1920, 
provided on that date for a bonus or cost-of-living addition, in which similar additions previously 
given were absorbed, to the level of wages or salaries, under pre-war conditions, of: 

130 % increase on ordinary remuneration (i.e., remuneration under pre-war conditions) 
not exceeding 35/- per week (£91 5s. a year); 

60 % on ordinary remuneration in excess of 35 /- a week but not exceeding £200 per annum; 
45 % on ordinary remuneration in excess of £ 200 per annum. 
The scheme provided for a periodical revision of bonus at intervals of four months during 

the first year of operation, and six months thereafter, on the basis of an increase or reduction of 
1 /26th of bonus for every five full points rise or fall in the average cost-of-living figure above 
or below 130 %. The average cost-of-living figure to be used for those periods is the mean of 
the cost-of-living figures announced by the Ministry of Labour for the four or six months 
respectively immediately preceding the date of revision. 

It may be observed: 
{a) That the scheme was applied generally to all permanent staff with the exception of 

heads of departments and certain other highly placed officers. It has not been applied to tem- 
porary staff recruited during or since the Great War, in whose case it is deemed more appropriate 
to prescribe inclusive rates of remuneration which can be reviewed from time to time with regard 
to all relevant factors and with particular reference to the rates of remuneration obtaining for 
comparable work in outside employment as well as to fluctuations in the cost of living ; 

(b) That, in the case of the higher grades of permanent officers, the scheme was originally 
applied with a proviso that in no case should the bonus exceed £ 750 a year. As from 
September 1st, 1921, the bonus of officers receiving salaries exceeding £ 500 per year (exclusive 
of bonus) has been reduced, not only in accordance with the automatic operation of the scheme, 
but also by a super-cut graduated according to salary. The result of this super-cut is that the 
highest rate of bonus now payable to any officer is approximately £ 330; that no officer on a 
salary of £ 2,000 a year or over receives any bonus at all; and that bonus is not payable so as to 
bring total remuneration in any case above £ 2,000 a year; 

(c) That the scheme provides for a reduction in bonus proportionate with the fall in the 
cost of living ; 

(d) That the adjustment of bonus is made at intervals of some months in order to lessen 
clerical labour, and is based not on the figures for a particular month but on figures averaged 
over a number of months; 

feJ That the cost-of-living figure rose steeply between March 1920 and November 1920, and 
provision had to be made by a Supplementary Estimate for a part of the additional cost thrown 
on the Exchequer during the year 1920-21. Since November 1920, the cost-of-living figure 

This figure will be further reduced during the year to about 101,500. 

16 
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has progressively declined, apart from a slight upward tendency in the autumn of 1921, and this 
fall was reflected in a reduction in the rate of bonus as from September 1st, 1921, and in a further 
reduction from March 1st, 1922. 

Bonus is at the present moment related to an average cost-of-living figure of 85 % increase 
on pre-war cost and represents a percentage increase on pre-war remuneration of 85 % in the 
case of wages not exceeding 35 /- a week, of 74 % on pre-war salaries of £ 200, 51.5 % on pre-war 
salaries of £ 500, and 30.7 % on pre-war salaries of £ 1,000. 

6. The existence of subsidies on b/ead and othey food stuffs, coal and other materials. 

The bread subsidy ceased in 1920-21. There are no other food subsidies on foodstuffs 
or materials. 

Payments in respect of the loss on Housing Schemes will continue to be made for many 
years but only in respect of schemes already approved. No further such schemes are now being 
sanctioned. 

There is no subsidy in respect of coal, though a remanet payment may be made this year 
towards a subvention to the wages of coal-miners in respect of the period ending March 1922. 

7. Charges for unemployment. 

The main expenditure in connection with unemployment is in the form of contributory 
insurance schemes to which the employer, the employee, and the State contribute. Certain 
emergency schemes have been supported by the State to assist unemployment. The expenditure 
on these heads (excluding certain temporary increases in the State’s contributions to insurance 
schemes) is as follows:— 

1920- 21 

1921- 22 
1922- 23 

Special grants and loans for roads, drainage works, light 
railways and loans to Poor Law Authorities nil 

do do. £ 12,000,000 (estimate) 
do'. do. £ 3,870,000 (estimate 

The above figures include contributions towards loan charges on loans raised by Local 
Authorities for relief works in respect of which the State has assumed a liability to contribute 
over a maximum period of 15 years. 

In addition, the State has undertaken to guarantee the principal and interest on loans 
raised by outside bodies under the Trade Facilities Act, 1921, for orders placed in this country 
for capital works or their equipment, e.g., rolling-stock. 

8. The financial position of public undertakings. 

The State does not control railways or ports; the payments appearing in the budget 
to Railway Companies represent remanet payments under agreements made with the Railway 
Companies for their services to the State during the war. < . 

The telegraph and telephone service is carried on as part of the Post Office Administration. 
The expenditure is included in the Post Office Votes as part of the ordinary budget, and the 
revenue is brought in as part of the’ budget revenue (under the head “Post Office”). 

Steps have been taken to make Post Office services as a whole pay their way, and it has even 
been possible in 1922-23 to reduce the letter post from 2d. to i%d. and to make reductions 
in the charges for telephones. 
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9. The introduction of new taxation. 

No new taxation of importance has been introduced. In 1922-23 it has been possible 
to reduce the basic rate of income tax from 6/- to 5/- in the £ and to reduce the customs duty 
on tea from 1 /- in the £ to 8d. in the £, with consequential reductions in the duty on cocoa 
conee and chicory. 

10. Methods of raising money by loans, whether by: (a) long-term loans; (b) short-term loans in the 
open market; (c) loans direct from the central bank leading to further new inflation. 

Statements showing the position of the external debt on March 31st last and the 
development of the total national debt year by year since 1911 are given in Annexes A 

j mUSt be borne in mind that the figures in the second return represent the face value of the debt and are complicated by the issue of Conversion Loans at a lower rate of interest 
which, while decreasing the burden of interest on the taxpayer, increase the nominal value of 
the debt. 

No long-term loan has been issued except the 31/2 % Conversion Loan in April 1921 This 
was purely a funding operation. 

Shorter-term loans have been issued in the form of Treasury bonds; the proceeds have been 
applied in the redemption of unfunded debt. 

Floating Debt. — The floating debt (Treasury bills and ways and means advances) has 
been reduced as follows: , 

March 31st, 1921 £1,275,330,000 
March 31st, 1922 £1,029,515,000 
August 26th, 1922  £867,933,500 

The loans direct from the Bank of England were 1 : 

March 31st, 1921  nil. 
March 31st, 1922  nil. 
August 26th, 1922 ...... nil. 

11. The influence of foreign loans and trade balances. 

TT comment is needed on this point. No foreign loans have been raised by the United Kingdom since the Conference of Brussels (1920). 

12. The effect of local and provincial finance on the budget of the State. 

The finance of local authorities is essentially separate from that of the State. The. 
State makes grants to local authorities towards the cost of certain expenditure, e.g., education, 
police housing. In many of these cases, the amount of the State grant is a percentage of the 
expenditure of the local authorities. This system is now under revision. As part of the gen- 
eral tendency towards more economical administration, the expenditure of local authorities 
is tending to fall and the amount of rates raised by the rating authorities to drop. 

At intervening periods there have been temporary advances for short periods — the highest amount 
m 1920-21 was £107,000,000, in 1921-22 £73,750,000 and in 1922-23 £40,000,000. 
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II. MONETARY MEASURES. 

i. The increase or decrease of the note circulation. 

The net circulation of the Bank of England and the other issuing banks was as follows: 

End of December 1920 

£ 
Bank of England  113,401,ooo‘ 
Scottish and Irish Banks . . 56,017,000 
Private and Joint-Stock Banks 133,000 

End of December 1921 

£ 
107,070,000* 
45,570,000 

End of June 1922 

£ 
103,398,000* 
42,838,000 

Total .... 169,551,000 152,640,000 

The amount of currency notes outstanding was: 

146,236,000 

£364,925,000 £323,839,000 £293,774,000 

The whole of this issue is covered by gold, Bank of England notes or Government securities. 
The amount of the fiduciary issue, i.e., the total, less gold and Bank of England notes, has 

been as follows: 
£316,975,000 £275,889,000 £245,624,000 

2. The influence of Government expenditure on currency. 

The fact that the budget has balanced and Government expenditure has thus been met 
out of revenue has been one of the reasons for the fall in currency circulation. 

3. The repayment of floating debt and the effects thereof. 

For repayment of floating debt, see Section I, 10. 

4. The connection between the Government and the central bank of issue. 

There has been no change in the relations between the Government and the Bank of 
England. 

5. The restriction of granting of credits either by means of the rate of interest or in other ways. 

There is no Government restriction on the granting of credit, which is a matter for 
the judgment of the money market. 

1 Excluding notes in Currency Note Redemption Account. 



6. The existence of any artificial control of exchange, with a description of its character and its effects. 

There is no control over the purchase of exchange and no difference is made between 
foreign holders of banknotes and credit balances and native holders. The export of gold or 
bullion is prohibited except under licence. 

III. COMMERCIAL POLICY. 

I. The abolition or the establishment of prohibitions on imports or exports or of special permits ; 
the abolition or lowering of import or export duties, etc. 

The only import restrictions imposed since July ist, 1920, are: 

1 m P^uma§e> under the Importation of Plumage (Prohibition) Act, 1921 • (0) On hops, by the Hops (Prohibition of Import) Order, 1920, dated December 
nth, 1920, previously prohibited under a Defence of the Realm Act; 

I5th^i92?n dyeStuffs, by the Dyestuffs (Import Regulation) Act, 1920, on January 

k r!d] ReS*riCtiT ^ g00ds infected or likely to be infected with anthrax, imposed by Order in Council of March 9th, 1921, under the Anthrax Prevention Act, 1919. 

eedinfinff'J^r “7 varia
J
ti°ns in the 0rd^ regarding the importation of cattle 

ArR fnd df’n/ ’ fer *he L,i5ea5eS 0f Ammals Acts and the Destructive Insects and Pests Acts, and slight variations m the restrictions on fire-arms, ammunition, etc. 

CHANGES IN EXPORT PROHIBITION SINCE JULY IST, I92O. 

(a) Removed: 

Animals, living, for food of all kinds  
Live game and live poultry  
Guanos  
Phosphate rock: namely apatites, phosphates of lime and alumina 
Confectionery manufactured wholly or partly of sugar 
Game, dead    
Imported frozen poultry  
Husk meal .... 

0ffalandf rp‘
he followinS: bran- middlings, mill 'dust and screenings, pollard 

Calf skins 
Hides, British and Irish cattle   
Linseed   
Ergot of rye and the liquid extract of ergot. 

8 
8 

22 
22 
29 

5 
5 

12 

12 

!9 
9 

16. 

7.20 
7.20 
7.20 
7.20 
7.20 
8.20 
8.20 
8.20 

8.20 
8.20 
8.20 
9.20 
9.20 



1 ecl    23. 9.20 
Arms, not being fire-arms, and their component parts (except bayonets) ... 14.10.20 
Raw flax  21.10.20 
Air-gun pellets  21.10.20 
Milk, sweetened, condensed or preserved  11.11.20 
Fruit pulp 18! 11! 20 
Bread 16.12.20 
Cheese  16.12.20 
Fish of all kinds, except tinned red salmon  16.12.20 
Fruit preserved or bottled in water: pineapple  16.12.20 
Fruit canned or bottled in syrup  16.12.20 
Jam and marmalade    16.12.20 
Meat, home-produced of all kinds, except suet . . . ." 16.12.20 
Onions  16.12.20 
Sausages, pork  16.12.20 
Semolina  16.12.20 
Wheat, wheat flour and wheat meal, and articles and mixtures containing seed potatoes 16.12.20 
Seed potatoes  # j2.20 
Docks, floating, and their component parts  23.12.20 
Potash muriate, sulphate and crude manurial potash, salts and mixtures containing 

any of these substances  30.12.20 
Potassium permanganate  30.12.20 
Sugar, cane and beet  30.12.20 
Vessels of 15 tons gross and over 30.12.20 
Salmon, tinned, red 30.12.20 
Yeast  13. 1.21 
Eggs in shells  20. 1.21 
Poultry, dead  20. 1.21 
Butter  27. 1.21 
Coal-tar products and derivatives, etc. j 
Dyes and dyestuffs, etc (   1. 2.21 
Indigo, synthetic  ) 
Silver bullion   7. 2.21 
Potatoes   7. 2.21 
Potash manures  7. 2.21 
Lard   1. 3.21 
Suet 17. 3.21 
Aeroplane engines and their component parts 24. 3.21 
Aircraft (other than balloons) of all kinds and their component parts, together 

with accessories and articles suitable for use in connection with aircraft . . 24. 3.21 
Apparatus which can be used for the storage or projection of compressed or liquefied 

gases, flame acids or other destructive agents capable of use in warlike opera- 
tions, and their component parts 24. 3.21 

Armour plates, armour quality castings, and similar protective material 24. 3.21 
Armoured motor-cars 24. 3.21 
Bayonets and their component parts 24. 3.21 
Tools, appurtenances and accessories for the filling and repair of rifle and shot- 

gun cartridges 24. 3.21 
Implements and apparatus designed exclusively for the manufacture of munitions 

of war or for the manufacture or repair of arms or of war materials for use on 
land or sea 24. 3.21 
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Whisky   
Bacon and Ham (including tinned bacon and ham)  
Notesof the Bank of France  
Potash caustic and articles containing potash .......... 
Potassium carbonate and mixtures containing potassium carbonate 
Coal, coke and manufactured fuel  
Nicotine and its compounds  
Super-Clifiite No.    
Super-Cliffite No.    
Super Rippite and Tonite or cotton powder No. i  
Rockite    

24- 3-21 
3i- 3-21 
28. 4.21 
28. 4.21 
28. 4.21 

4. 7-21 
I. 9.21 

13.12.21 

13.12.21 

The special restrictions on all exports to Soviet Russia were removed on April 1st, 1921. 

(b) Imposed: 

Suet1  
Gold and silver coin and gold bullion (previously restricted under war-time regula- 

tions)   
Sulphate of ammonia  
Basic slag  
Super-phosphate of lime     ' ' 

and compound manures containing any of these substances (previously restricted 
under war-time regulations)  

Machine-gun interrupter gears   
Depth charges and component parts thereof  
Bombs, bombing apparatus and component parts thereof   
Flame-throwers and component parts thereof  
Fuses (other than safety fuses) and component parts thereof  

18.11.20 

7. 2.21 

7. 2.21 

24. 3-21 
24. 3-21 
24. 3-21 
24. 3-21 
24- 3-21 

All the export restrictions relating to fire-arms, ammunition and the like were made applic- 
able to shipment of those goods as ship’s stores on vessels proceeding to foreign ports, on 
December 13th, 1921. 

2. The existence (or abolition) of price discrimination against foreign trade. 

There are no instances in the United Kingdom of the existence or abolition of price 
discrimination against foreign trade. 

3. The conclusion of : [a) commercial conventions: (b) transport conventions. 

The following conventions, to which Great Britain has been a party, have been con- 
cluded since July 1920: . 

{a) Russia — Trade Agreement of March 1921. 
(b) Esthonia — Exchange of Notes signed July 1921. 
(c) Lithuania — Exchange of Notes signed May 6th, 1922. 

Removed March 17th, 1921; see preceding list. 
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Negotiations are at present taking place with the following countries for the conclusion 
of commercial agreements or the revision of existing conventions: 

Finland, 
Latvia, 
Spain, 
Poland, 
Czechoslovakia, 
Egypt, 
Siam. 

The Commercial Treaty of 1905 with Roumania has now terminated, and the suggestion 
as been made to the Roumanian Government that negotiations should be opened for the 

conclusion of a new Treaty. 
Anglo-Japanese Commercial Treaty of 1911 terminates next year and informal discus- 

sions have already taken place with Japanese representatives regarding its renewal or super- 
session by a new Treaty. 

The following transport conventions have been concluded bv His Majesty’s Government; 

(1) The Barcelona Conventions, which it does not appear to be necessary to 
enumerate in detail, as they were concluded directly under the auspices of the League 
of Nations. 

(2) The Convention for the Danube, which has been drawn up in pursuance of 
Article 348 of the Treaty of Versailles. 

(3) The Convention for the Elbe, which has been drawn up in pursuance of Article 
343 °f the Treaty of Versailles. 

(4) There may be other conventions, such as that of March 1921 between Great 
Britain and Belgium with a view to facilitating Belgian traffic through the territories 
of East Africa, which relate more particularly to British Colonies. 

The Resolution of the Brussels Conference which is referred to in this connection deals 
with the repair, improvement, and economical use of transport systems, and it is the agree- 
ments respecting railway rolling-stock and railway working, arrived at at Porto Rosa in 
November 1921, which primarily deal with these matters. This country was not signatory 
to any of these agreements, but that for the Regulation of International Railway Traffic was 
endorsed by the Resolutions on Transport adopted at Genoa in May 1922. 

September 2nd, 1922. 
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Annex 

EXTERNAL 

RETURN showing, as on 31st March, 1919, 31st March, 1920, 31st March, 1921, and 31st March, 1922, respectively, 

Country in which payable Date Due 

31st March, 1919 

Amount of Debt 
in Currency 

in which 
payable 

Sterling 
equivalent at 
par, O' Value 
of Collateral 

given 

31st March, 1920 
Amount of Debt 

in Currency 
in which 
payable 

Sterling 
equivalent at par, 0 Value 
of Collateral 

given 

U.S.A.: Anglo-French Loan. Moiety of 
a Loan of #500,000,000 for which Great 
Britain and France are jointly and 
severally liable. 

U.S.A. Government  
10-year Bonds  
3-year Notes  
3-year Notes  
3-year Notes  

20-year Bonds   
Dollar Treasury Bills issued to Dutch 

Petroleum Co. 
Rifle &■ Co., Notes   
Messrs. J. P. Morgan’s Loan . . . 
Dollar Treasury Bills   
Sterling Treasury Bills issued to Japan 

with option of repayment in U.S.A. 
Central Argentine Railway Co. The 

Company raised dollars and lent them 
to H.M. Government, who purchased 
and cancelled Company’s Sterling 
Bonds. Govern, are liable to repay 
dollars and Company to repay sterling 

Danish Government Dollar Loan . 
Canada: — Canadian Government 

Bank of Montreal Dollar Treasury 
Bills  

Bankers’ Loans for Munitions . 
Bankers’ Loans for Wheat . . 

Japan : — Yen Exchequer Bonds . 
Yen Treasury Bills  

Argentine: — Government 
Uruguay : — Government 

Holland : — Government  
Treasury Bills  
Government, for Prisoners of 

expenditure. I d 
5 per cent. Sugar Bonds . . . . 

Wat 

15 Oct. 1920 
15 Oct. 1940 

On demand 
1 Aug. 1929 
1 
1 
1 
1 
1 

Nov. 1922 
Nov. 1919 
Nov. 1921 
Feb. 1937 
Feb. 1937 

Various dates 
On demand 
Various dates 
24 July 1922 

1 Feb. 1927 

31 March 1920 
On demand 

5 July 1920 
Various dates 
Various dates 

15 Dec. 1919 
Various dates 

14 Jan. 1921 
6 Dec. 1920 

31 Dec. 1923 
20 Sept. 1919 

7 Nov. 1920 

250,000,000 

4,092,000,000 

130,471,000 
129,046,000 
143,587.0°° 

32,820,000 
72,300,000 
93,293,000 
47,650,000 

15,000,000 

23,000,000 
446,799,000 

4,300,000 
100,000,000 
100,000,000 

Yen 
100,000,000 
83,800,000 

$ 
93,112,000 
18,403,000 

FI. 
17,732,000 

700,000 
7,940,000 

13,830,000 

51,370,000 

840,822,000 

26,809,000 
26,516,000 
29,504,000 

6,744,000 
14,896,000 
19,170,000 
10,000,000 

3,082,000 

5,500,000 
91,808,000 

883,000 
20,549,000 
22,248,000 

10,242,000 
8,788,000 

19,200,000 
4,600,000 

1,478,000 
58,000 

662,000 

1,152,000 

250,000,000 

4,212,836,000 
148,379,100 
101,620,900 

129,046,000 
143,587,000 

45,165,000 
47,650,000 

15,000,000 

181,510,000 

100,000,000 
70,000,000 

Yen 

70,000,000 
8 

95,112,000 
23,818,000 

Fl. 

8,913,600 

5L37°,ooo 

865,652,000 
30,489,000 
20,881,000 

26,516,000 
29,504,000 

9,280,000 
10,000,000 

3,082,000 

37,297,000 

20,549,000 
I5,573.ooo 

7,170,000 

19,200,000 
5,954,000 

743,000 
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A. 

debt 

the External Debt of the United Kingdom, the date due, and any arrangements which have been made for its repayment. 



— 196 — 

Annex \ 

EXTERNA! 

Country in -which payable Date Due 

31st March, 1919 
Amount of Debt 

in Currency 
in -which 
payable 

Switzerland : — Bills of Exchange. 

Norway : — Various Banks . . , 
Norges Bank  
Central Bank  
Promissory Notes  

Sweden : — 1 and 3-year Notes . . . 

Spain : — Peseta Loan by Rio Tinto Co. 
secured by Treasury Bills. 

Fiji  

Straits Settlements  

Mauritius   

Loans from certain Allied Governments 

Various dates 

Various 
dates 

30 June 1919 
and 

31 July 1921 

Oct. 1928 
or previously 

on giving 6 
months’ notice. 

8 July 1920 

1919-1934 

Dec. 1922 

Fes. 
84.460,000 

Kr. 
20,000,000 

113,938,000 
51,500,000 
2 2 ,yyo ,000 

f 
2,693,000 

Kr. 
31,250,000 
Pesetas. 
50,000,000 

f 
440,000 

8,280,000 
Rs. 

8,024,600 
f 

113,500,000 

Sterling 
equivalent at 
par, or Value 
of Collateral 

given 

31st March, 1920 

3,349,000 

1,250,000 
6,yio,ooo 
3,i75,ooo 
1,352,000 

2,693,000 

2,065,000 

2,500,000 

440,000 

8,280,000 

535.000 

113,500,000 

1,364,850,000 

Amount of Debt 
in Currency 

in -which 
payable 

Kr. 
12,500,000 
Pesetas. 
50,000,000 

£ 
434,000 

7,656,000 
Rs. 

8,071,300 
£ 

113,500,000 

Sterling 
equivalent at 
par, or Value 
of Collateral 

given 

£26,000 

2,500,000 

434,000 

7,656,000 

538,000 

113,500,000 

— 1,278,714,000 

Net decrease in 1919-20 

* 



- I97 — 

'continued). 

9EBT 

31st March, 1921 

Amount of Debt 
in Currency 

in which 
payable 

Sterling 
equivalent at 
par, or Value 
of Collateral 

given 

31st March, 1922 

Amount of Debt 
in Currency 

in which 
payable 

Sterling 
equivalent at 

par, or Value 
of Collateral 

given 

Increase 
in 

1921-22 
at par of 
Exchange 

Decrease 
in 

1921-22 
at par of 
Exchange 

Arrangements for 
Repayment 

Kr. 
12,500,000 

7,656,000 
Rs. 

8,071,300 
f 

126,500,000 

826,000 

7,656,000 

538,000 
f 

126,500,000 

— 1,161,563,000 

tnd 1921-22 £203,287,000 

7,656,000 
Rs. 

8,071,300 
£ 

128,000,000 

7,656,000 

538,000 

128,000,000 

1,090,184,000 

1,500,000 

1,500,000 

826,000 

72,879,000 

Net decrease in 1921-22 
£7i>379.ooo 

All repaid. 

All repaid. 
All repaid. 
All repaid. 
All repaid. 

All repaid. 

All repaid. 

All repaid. 

All repaid, 

These may be regarded as 
available to be set off 
against debts owed by 
the same Governments 
to the United Kingdom. 

Total net decrease in three 
years ended 31 March 
1922, £274,666,000. 
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United States of America.* 

I. BUDGETARY MEASURES. 

i. How far ordinary expenditure (including the service of the debt) has been covered by ordinary 
revenue. 

Ordinary revenues, as shown by the following table, have exceeded ordinary expenditures, 
including interest on the public debt and debt redemptions chargeable against ordinary receipts^ 
during the fiscal years ending June 30th, 1920 and 1921, and, according to latest estimates, for 
the fiscal year 1922, revenues will again exceed expenditures. 

(On the basis of daily Treasury statements. 

Fiscal year 1920 Fiscal year 1921 Fiscal year 1922 
estimated March 1922 

Total ordinary receipts 
Total ordinary expen- 

ditures, including in- 
terest on the Public 
Debt  

Excess of receipts over 
expenditures . . . 

6,694,565,389 

6,482,077,241 

212,488,148 

5,624,932,961 

5,538,040,689 

86,892,272 

3,994,000,000 

3,947,000,000 

47,000,000 

2. Whether expenditure on armaments has been reduced. 

The reduction of expense for armaments is indicated by the following table showing annual 
disbursements for this purpose by the Army and Navy Departments for the fiscal years 1920 
and 1921, with estimates for 1922. 

1 Report submitted by Mr. R. W. Boyden, delegate at the Brussels Conference. 

17 
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(On the basis of warrants issued.) 

Department Fiscal year 1920 Fiscal year 1921 Hscal year 1922 
estimated 

War , 
Navy 

1,053,012,976 
632,690,268 

504,846,580 
647,870,645 

358,635,500 
458,332,000 

3 and 4. The extent of unproductive and productive extraordinary expenditure. 

Any expenditures which might come under these headings are included with ordinary 
disbursements, there being no supplementary budget. It will be noted from section i that 
expenditures, whether they may be classified as ordinary or extraordinary, have been met 
by ordinary revenues. 

5. Policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living and the effects of this policy on budget conditions. 

Increased compensation was granted during the war to most civilian employees of the 
Government (exclusive of those in the postal service) whose annual compensation was less than 
$2,740, and has been continued, pending a contemplated reclassification of civil service positions. 
The additional compensation paid to postal employees during the fiscal year 1920 was discon- 
tinued when a readjustment of compensation was made throughout that service beginning with 
July 1st, 1920. The expenditure due to additional compensation granted to civilian and postal 
employees is shown below: 

(On the basis of warrants issued.) 

Fiscal Year Increased compensation 
paid civilian employees 

Additional compensation 
paid postal employees 

1920   
1921  
1922 (estimated) 

51,307,807 
68,900,176 
35,000,000 

35,698,400 
i,374,oi5 

6. The existence of subsidies on bread and other foodstuffs, coal and other materials. 

During the war and for a period thereafter the Government regulated the price of certain 
commodities, including wheat, and, in order to stimulate wheat production, guaranteed to the 
farmers a minimum price for the 1918 and 1919 wheat crops. No payments were necessary 
under this guarantee, however, and the period of the guarantee ended on June ist, 1920. 

7. Charges for unemployment. 

The United States has not, during or since the war, granted unemployment "doles”. Un- 
employment relief, when furnished, is usually under the direction of the local communities or 
philanthropic agencies. 
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8. The financial position of public undertakings. 

(a) Railways. 

The Transportation Act, 1920, provided for the return of railways to their owners as from 
March 1st, 1920, and guaranteed a certain operating income for the six-months period from March 
1st, 1920, to September 1st, 1920. Since March 1st, 1920, therefore, the expenditures on account of 
the railways have been in the nature of settlements of claims arising during the period of Federal 
control and the consequent six months of guaranteed income. In addition to these payments, 
under the Transportation Act, a revolving fund of $ 300,000,000 was appropriated for the purpose 
of making loans to the railroads to cover capital expenditures. Expenditures by the Govern- 
ment under the Transportation Act between March 1st, 1920, and December 31st, 1921, have 
amounted to over $ 500,000,000, while on the latter date there remained due on claims already 
filed about $ 240,000,000. In addition to these expenditures there had been loaned on bonds and 
notes, $ 130,000,000, and about $ 350>000>000 on equipment trust notes, up to December 31st, 
1921, almost half of which had been sold to investors. 

(b) Shipping. 

The United States Shipping Board is now greatly curtailing its operations and disposing 
of its assets. Net expenditures for this undertaking follow: 

Fiscal Year: $ 

1920   467,238,136.59 
1921   92,886,738.88 
1922 (estimated) .... 73,911,081.— 

(c) Other undertakings. 

Government operations of other utilities ceased prior to July 1st, 1920. 

9. The introduction of new taxation. 

By a new revenue act, which was approved November 23rd, 1921, surtaxes have been reduced 
to a maximum of 50 per cent, effective January 1st, 1922, and, at the same time, have been 
readjusted in the various income groups. The excess-profits tax has been repealed, effective at 
the close of the calendar year 1921, and a flat additional tax of 2 % per cent on the net income 
of corporations has been substituted, with the repeal of the $ 2,000 exemption for corporations 
with incomes of over $ 25,000. The new law also limits the tax upon capital gains and embodies 
administrative provisions which permit business reorganisations and readjustments to go forward 
without premature taxation of paper profits or deduction for unreal losses. It allows net losses 
sustained by trade or business in one year to be deducted from the profits of the two succeeding 
years, and authorizes final settlement of tax claims and assessments, 

It contains many other provisions which are designed to simplify the law and improve 
its administration. Taken all in all, the effect of these changes is to give substantial relief to 
business and industry and to restore in some measure the freedom of business transactions. It 
is estimated, moreover, that the result is a net reduction of the tax burden on account of income 
and profits taxes alone of about $ 410,000,000 a year. Reductions in other taxes, amounting 
to about $ 425,000,000, are also made by the Revenue Act of 1921. The transportation and insu- 
rance taxes imposed by Title V of the old law, the nuisance tax on toilet and medicinal articles, 
and the specific sales taxes on musical instruments, sporting goods, motion-picture films, articles 
made of fur, toilet soaps, and other articles, are repealed, while the taxes on soft drinks, candy. 
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so-called luxuries and works of art are markedly reduced or restricted. On this basis it is estimated 
the new law reduces the aggregate tax burden by about $ 835,000,000 for the first full fiscal 
year of its operation, the year 1923. 

10. Methods of raising money by loans, 
whether by: 

(a) long-term loans ; 
(b) short-term loans in the open market; 

(c) loans direct from the central banks leading to further new inflation, 

{a) There have been no long-term loans placed by the Government since 1918, when the 
Fourth Liberty Loan was successfully floated. 

(b) Since the issue of Four-year Victory notes in May 1919, Government borrowings have 
taken the form of Treasury Certificates of Indebtedness with a maturity of one year or less. 
Treasury notes maturing in from three to four years and War Savings Certificates maturing 
in five years. As these obligations have become due they have been paid either from current 
tax receipts or from the proceeds of new loans. 

For the past two or three years the Treasury has, generally speaking, been floating a constantly 
decreasing volume of securities, and its operations have accordingly not taken new money 
or absorbed funds that would otherwise go into business. On the contrary, a considerable 
volume of funds has been freed for ordinary commercial uses, and the Treasury has been slowly 
but surely paying its debts. This reduction in the total public debt since the high point was 
reached in August, 1919, has amounted to about 3.6 billion dollars up to date. 

It became clear early in this administration, however, that this gradual reduction of the 
debt could not be expected to provide before the maturity of the Victory Liberty Loan for 
the retirement of all short-dated debt, and that much of the 7% billions of debt maturing 
within two years which was then outstanding would have to be refunded. Immediate steps 
accordingly had to be taken in order to make the short-dated debt more manageable and to 
facilitate the refunding operations incident to the maturity of the Victory notes, uone 1 erm 
operations at that time were not to be considered, and it was clear that the first refunding to 
be undertaken should be for a fairly short term. Over a year ago, therefore, on April 30th, 1921, 
Secretary Mellon announced that it would be the Treasury’s policy to vary its offerings of 
short-term certificates of indebtedness from time to time with offerings of short-term notes 
in moderate amounts at convenient intervals, with maturities of from three to five years. The 
object was to distribute the short-dated debt over a longer period of years and to provide 
more convenient maturities. Four public offerings of these notes have already been made, 
and almost two billion dollars of them are outstanding, while subscriptions are now being received 
to the fifth offering. Through these operations the Treasury has been able to transfer about 
2 billion dollars of the short-dated public debt, including all the 3 3/4 per cent Victory notes, to 
somewhat later maturities, and at the same time it has made further reductions in the debt and 
improved the distribution of what remains. Since March, 1921, the short-dated debt has been 
reduced over § 800,000,000. With this better distribution of the debt and with lower rates for 
money, the market prices of outstanding Liberty bonds and Victory notes have shown marked 
improvement during the last twelve months. Victory notes are above par and all issues of 
Liberty bonds are consistently quoted at or about par, or on an average about 12 points higher 
than a year ago. Treasury certificates of indebtedness, which a year or so ago the Government 
was selling at interest rates of 5 % and 5 s/4 per cent, have recently been sold at 3 % and 3 3/4 Per 

cent, and all issues outstanding are quoted at par or above. These developments in respect 
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of the public debt are most encouraging and indicate that the Treasury should be able to proceed 
in an orderly way and without undue disturbance to business with the great refunding opera- 
tions that are still necessary in connection with the Victory Liberty Loan and other short-dated 
debt outstanding. 

The following table shows the distribution of the interest-bearing debt on the dates indicated. 

(ooojooo’s omitted) 

Aug. 31st, 1919 
(maximum) 

June 30th, 1921 
June 30th, 1921 
Mar. 31st, 1922 

Liberty Bonds 

$ 
16,219 

15,335 
15,235 
I5T77 

Other Bonds 

883 

884 
884 
884 

Short-dated Debt 

9,247 

7.842 
7,6l8 
6.843 

Total 

26,349 

24,061 
23,737 
22,904 

• i. APart from occasional one- and two-day loans pending the collection of tax checks or withdrawals from depositary banks, the Treasury has not resorted to the Federal reserve banks 
tor direct loans. 

11. The influence of foreign loans and of the balance of foreign trade. 

• United States has no foreign debt, and no effect on the budget by foreign loans floated m this country or by foreign balances has been noted. 

12. The effect of local and provincial finance on the budget of the State. 

There is no evidence that local and provincial finance has any adverse effect on the Federal 
budget m the United States. 

II. MONETARY MEASURES. 

1. Increase or decrease of the note circulation. 

PaPer money in circulation in the United States outside of the Treasury and the 
Federal reserve banks decreased between July 1st, 1920, and June 1st, 1922, from $4,641,005 955 
to $3,7°7,908,952, or 20 per cent. Federal reserve notes in circulation, which compose the 
largest element of the paper currency, decreased during the same period from $3,121 241 747 
to $2,156 819,224, or 31 per cent. This represents a decrease of 37 per cent from the maximum 
m circulation—$3,4°4,93I,ooo, on December 23rd, 1920. 
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2. The influence oj Government expenditure on the currency. 

Government expenditures are having no noticeable influence on the currency. 

3. The repayment of floating debt and effects thereof. 

This has been discussed in Section 10 under “Budgetary Measures”. It is barely possible 
that the reduction in the floating debt has been a small factor in the reduction of the volume 
of currency in circulation, although the relationship cannot be demonstrated. 

4. Connection between the Government and the central bank of issue. 

The Federal reserve banks are fiscal agents of the Government, but do not make advances 
to the Government except an occasional one- or two-day loan as previously mentioned. The 
Government floats its securities squarely on an investment basis, and Treasury operations do 
not interfere with either the currency policy or the discount policy of the Federal reserve banks 

5. The restriction of granting credits either by means of the rate of interest or in other ways. 

There are no Governmental restrictions on the granting of credits, and the only control 
is the influence of interest and discount rates. 

6. The existence of any artificial control of exchange, with a description of its character and its effects 

The United States does not attempt to control exchange artificially. Foreign holders of 
banknotes and credit balances are not treated differently from native holders. 

7. The causes and effects of deflation. 

An idea of the causes and effects of deflation may be obtained from the following extracts 
from Part II of the Report of the Commission of Agricultural Enquiry of the Sixty-Seventh 
Congress: 

“The greatest expansion of loans and discounts of all banks occurred in the period from 
November, 1914, when the Federal reserve banks were organized, and our entrance into the war. 
During this period, loans and discounts of all banks in the country expanded 40 per cent., and 
in the same period prices increased 75 per cent. During the war period, loans and discounts 
expanded 14 per cent and prices increased 17 per cent. In the post-war period, loans and dis- 
counts expanded 30 per cent and prices increased 33 per cent. 

“In the early part of 1919, following a short period of price deflation and business contrac- 
tion, the question of increasing the discount rates of the Federal reserve banks in the direction 
of the sounder policy of maintaining these rates above the going rates for commercial paper 
and above rates on Government bonds and certificates of indebtedness, arose. At this time 
the Government was considering the flotation of the Victory Loan, which it was then thought 
would involve $6,000,000,000. The Treasury Department was unwilling to undertake the flota- 
tion of the Victory Loan at a rate of interest comparable with commercial rates on account of 
the possible effect which that action would have upon existing issues of private securities and 
its possible effect in requiring the refunding of the issues of Government bonds already floated. 

“The discount policy of the Federal reserve banks was again subordinated to the Treasury 
policy in securing its credit requirements, although at this time the tendency toward expansion, 
speculation, and extravagance was beginning to be apparent. 
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“No action in the direction of restriction of expansion, inflation, and speculation by increases 
in discount rates was taken by the Federal reserve banks or the Federal Reserve Board until 
December, 1919, when slight advances were made in discount rates, followed in January by 
more radical advances and by further increases during the remainder of 1920. 

"In the meantime there began and continued a period of expansion, extravagance, and specu- 
lation, the like of which has never before been seen in this country or perhaps in the world. 

“This era of expansion, speculation, and extravagance resulted in the making of a large 
volume of debts, which was reflected in large increases in the borrowings of the member banks 
from Federal reserve banks. When finally the Federal reserve banks and the Federal Reserve 
Board adopted the policy of restriction of expansion of loans and discounts and of speculation 
and extravagance, loans and discounts, currency and prices had reached such a point that 
deflation was a process accompanied by perpendicular and very material declines of prices 
accompanied by great losses and hardship upon banks, communities, and individuals alike. 

“The reserves of individual reserve banks and of the system as a whole began to dwindle 
rapidly. In some of the reserve banks the reserves fell as low as 9 per cent., and at one time 
it is said that the reserves of one of the banks were entirely exhausted. The tremendous drain 
upon the credit resources of the country brought about the over-extension of many of the banks 
of the country, and with some of these banks, loans and discounts had advanced to a point where 
the banks were utterly unable to loan additional funds to their customers without rendering 
themselves in great danger of insolvency. 

"From 1915 to 1920 the ratio of loans and discounts of national banks to capital and surplus 
had increased from 3.8 to 1 to 5.5 to 1, and in many instances capital and surplus would not 
permit of further expansion of loans and discounts of banks without endangering the interests 
of depositors and stockholders alike. The policy of the Federal reserve banks, therefore, during 
this period underwent a change. Discount rates were raised, particularly upon certificates of 
indebtedness and Government bonds, resulting in the liquidation of this class of paper by the 
member banks and the freeing of the funds invested in them for other purposes. 

“With the exhaustion of the credits of European Governments in this country, the purchasing 
power of Europe in our markets began to fail. This resulted in a sharp decline in exports, parti- 
cularly of farm products. The exhaustion of credit and capital, coupled with the decline in ex- 
ports, gave the first impetus to the decline in prices. With the beginning of this decline the forces 
of reaction and depression began to operate. Goods were thrown on the market, orders were 
cancelled, the buyer’s strike developed, unemployment ensued, and complete industrial depres- 
sion followed. 

“As the purchasing power of the domestic population diminished and unemployment began, 
more and more goods began to congest the channels of commerce and more and more credit 
was required to carry these goods until they could be marketed. It was necessary, by a high 
level of discount rates, to keep these credit requirements in such a relation to the prices of goods 
that bank failures would not result and a financial crash increase the inevitable industrial depres- 
sion resulting from declining prices. 

“As the pressure of liquidation developed, there began to be demands on the part of the 
public for amelioration of the policy of the Federal reserve banks with respect to discount rates, 
based upon the assumption that lower discount rates and freer money would arrest the tide 
of liquidation and reduce the hardships of those who are compelled to sell in a declining market. 

“About one-third of the banks at this period were greatly over-extended, and it was the 
position of the Federal Reserve Board that a policy of cheap money at this time, coupled with 
an invitation to them to further extend themselves and the ratio of loans and discounts to capital, 
might have resulted in bank failure involving the industrial and commercial institutions and 
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that the Federal Reserve Board and the Federal reserve banks were confronted with a choice 
between continuing the high discount rates and the consequent pressure and hardship upon 
the commercial and agricultural industries of the country on the one hand and a policy of lower 
discount rates involving a possible financial crisis in the midst of an industrial crisis. The Federal 
reserve banks, with the approval of the Federal Reserve Board, took the first choice, and dis- 
count rates were continued upon practically the same level as before. 

“It seems probable that a change in the policy of the Federal reserve system with reference 
to discount rates would have accomplished a reversal in part of the psychological and economic 
factors which at this time were moving in the direction of lower prices, and at the same time 
would have tended to induce on the part of banks a more liberal attitude towards furnishing 
additional credit. 

“The pressure of the forces of liquidation and depression, however, may be indicated as 
well by a reduction in deposits as by a reduction in loans and discounts. This pressure in the 
agricultural sections of the country is exhibited by the fact that the reduction of total deposits 
(time and demand) in agricultural counties was n.i per cent, as compared with 5.2 per cent, in 
semi-agricultural counties and 4.4 per cent, in industrial counties. 

“Considering demand deposits alone, the reduction was 20.02 per cent, in agricultural 
counties, 13.14 per cent, in semi-agricultural counties and 10.07 per cent, in industrial counties. 

“Beginning with November, 1919, and continuously throughout 1920 and the first half 
of 1921, the loans of New York banks made on the stock exchange for out-of-town correspon- 
dents, as well as the balances of country banks with New York banks, continuously declined, 
and an examination of the clearings of the Federal Reserve Bank of New York through the 
gold settlement fund shows a continuous flow of money on ordinary transactions from the Federal 
Reserve Bank of New York to other Federal reserve banks during this period. The very great 
demands for money by industry and agriculture resulted in withdrawal of funds from New York, 
causing higher interest rates instead of the demands of the stock exchange resulting in a with- 
drawal of funds from the banks serving industry and agriculture. 

“The position of Federal reserve banks and the Federal Reserve Board during the period 
of the war and throughout the business cycle of expansion, extravagance, speculation, deflation, 
and depression which followed it was extremely difficult. The banks were the fiscal agents 
of the Government. Through them and their auxiliary organisations the enormous issues of war 
bonds were floated. Their policy was not only interwoven with the policy of the Treasury Depart- 
ment but subordinated to it. 

“Toward the end of 1919 the demands of the consuming public reached such proportions 
as to develop on the part of the retailers a kind of buyers’ panic. A supply of goods adequate 
to supply this extravagant demand was not forthcoming. Then the wholesalers and merchants 
began to experience a sudden and marked increase in their orders out of all proportion to even 
very prosperous conditions. This was the direct result of duplication. Many large firms finding 
themselves unable to supply their customers had adopted a policy of allocation, giving to the 
buyers only a percentage of their orders and endeavouring to distribute the supply as equitably 
as possible. This forced or led many retailers to place orders with a number of different firms, 
where perhaps they had dealt with but one hitherto. By placing two, three or four orders for 
the same amount of goods, they were able then to obtain, perhaps, in this way the full amount 
of the supply they desired. 
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“This led to a runaway market, a purely sellers’ market, and gave a wholly fictitious im- 
pression of the probable demands of the coming year. As the mills running overtime began to 
catch up with these orders and to complete deliveries, the retailers suddenly found themselves 
with far larger stocks than they had anticipated, while on the other hand the rapid rise in retail 
prices had brought about a distinct, though probably at the time grossly exaggerated, curtail- 
ment of the buying power of the public. It was inevitable that this bubble of inflated prices 
must burst at some time, and the first warning that it was coming was found in the cancellation 
of these duplicated orders. These cancellations, moderate at first, soon became, as the fall 
in prices progressed, simply an avalanche, and so far as the most careful investigation discovers, 
it was this wave of cancellation, the fright which accompanied it, and the exhaustion of credit 
which preceded it which were the main or precipitating causes which carried prices down in 
such a headlong fashion. While there were probably many to anticipate a fairly drastic reaction 
from the unexampled boom of 1919-20, there were few probably, and possibly none, really to 
anticipate the tremendous decline which actually took place. Records of price changes run 
back now to the beginning of the nineteenth century. In this period of 120 years the debacle 
of 1920-21 was without parallel. 

"All of these conditions contributed to forcing upward the loans and discounts of State 
and National banks and the deposit and currency liabilities of the Federal reserve banks. 
By November, 1920, loans and discounts of national banks had reached the total of 
$i3»764>72I>00°J the total bills discounted and bills bought by Federal reserve banks had 
reached the total of $2,983,103,000, and Federal reserve notes $3,325,538,000. 

“This period was characterised by the passing of conditions which influenced the adoption 
of the policy of fixing discount rates at the Federal reserve bank at a point below the rates 
upon the paper to which they applied. 

“During all of the period following the armistice, the position of the Federal Reserve Board 
and the Federal reserve banks was exceedingly difficult. On the one hand it was the duty of 
the board and banks to see that the essential credit requirements of the commercial, manufac- 
turing, and agricultural industry of the country were met as far as they could be. On the other 
hand, it was necessary that credit for non-essential and speculative purposes would be limited 
as much as possible, and that the banks were not allowed to extend themselves so that failure 
would precipitate a financial crash. In other words, it was the job of the Federal reserve system 
to extend credit without encouraging dangerous expansion of banking liabilities. 

“The balance between these two positions was extremely delicate, and it is probable that 
the board and some of the Federal reserve banks, having in mind the preservation of the integ- 
rity of the banking system and the prevention of a financial panic, imposed excessive pressure 
in the direction of reduction, or at least the prevention of expansion of loans and discounts 
of the member banks. The policy inaugurated during all of this period, and increasingly during 
the latter half of 1920, was one of restriction of credit. 

“The alternative of such a policy was the extension of all the credit desired for any purposes. 
Such a policy would have involved the following dangers: First, the extension of loans and dis- 
counts by banks to a point which might later result in a large number of failures; second, the 
reduction of the reserves of the Federal reserve banks below what Bagehot so expressively 
calls the “apprehension point”; third, excessive currency issues resulting in depreciated currency; 
and, fourth, the loss of public confidence in the banking system, runs on the banks, and demands 
for the redemption of Federal reserve notes in gold. 

“Whatever the policy of the Federal Reserve Board or Federal reserve banks in the direc- 
tion of loan restrictions, it could only be effective to the extent that member banks were unable 
to meet the demands of customers with their own resources and were compelled to borrow at 
the Federal reserve banks. In other words, discount rates could only be made effective in the 
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restriction of loans and discounts against the bank which was borrowing from its Federal reserve 
bank. 

“Neither the Federal Reserve Board nor the Federal reserve banks could directly control 
or supervise the loan policy of member banks. They had no power to require a bank to make 
a loan or to prohibit it from making one. Obviously, they could in no way directly control the 
loan policies of about 20,000 State banks and trust companies, representing 35 or 40 per cent, 
of the banking resources of the country, that were not members of the Federal reserve system. 

“Whatever restraining influence was exercised could be exercised only against member 
banks, and could be exercised only by restriction of credit, either through refusing loans to member 
banks in individual cases or by pressure of discount rates applied to those member banks whose 
necessities required them to borrow from the Federal reserve banks. Restraint was exercised 
in both ways, and there were cases where restraint resulted in hardship not only upon the member 
banks but upon the member banks’ customers. 

“While loans and discounts both of banks and of Federal reserve banks continued to in 
crease until October, 1920, and currency issues until January, 1921, the net result of the period 
as reflected in loans and discounts and currency issues was a decline. 

“In this period, loans and discounts of all banks, State and National, excluding savings 
banks, declined from $27,368,231 to $24,761,929, a decline of $2,606,302, or 9.5 per cent. Loans 
and discounts of National banks for the same period decreased from $13,611,416,000 to 
$12,004,515,000, a decrease of $1,606,901,000, or 11.8 per cent. In the same period, total bills 
discounted and bills bought by Federal reserve banks declined from $2,830,979,000 to 
$1,803,163,000, a decrease of $1,027,816,000, or 36.3 per cent. Federal reserve notes in circulation 
declined during the same period from $3,116,718,000 to $2,537,617,000, a decline of $579,101,000 
or 18.5 per cent. 

“The general stock of money in the United States in the same period increased from 
$7,804,528,000 to $8,073,737,000, an increase of $269,209,000, or 3.4 per cent. 

“In general, loans and discounts decreased during this period 18 per cent., while prices 
of all commodities decreased 44.9 per cent., and prices of farm products declined 53.9 per cent., 
as indicated by the Bureau of Labor Statistics index. 

“The ratio of Federal reserve total cash reserves to net deposits and Federal reserve note 
liabilities rose from 43.6 during this period to 60.8. This increase in the reserve ratio was partially 
due to the liquidation of the borrowings of member banks from the Federal reserve banks, and 
in part to the net importations of gold, which, during the fiscal year ending June 30, 1921, 
amounted to $511,309,539. ” 

III. COMMERCIAL POLICY. 

1. The abolition or the establishment of prohibitions on imports or exports or of special permits) 
the abolition or lowering of import or export duties, etc. 

The following is the list of the laws and administrative decisions believed to have a bearing 
upon this question and effective since the beginning of the time specified. The earliest one, it 
will be noted, antedates the summer of 1920. 
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1. Act of April 23rd, 1920, to amend Section 600 of the Act of September 8th, 1916, entitled 
"An Act to increase the revenue, and for other purposes”, relating to the import duties on print- 
ing paper. 

2. Treasury Decision 38486, relating to the quarantine governing the importation of 
broom corn. August 19th, 1920. 

3. Treasury Decision 38500, relating to the quarantine governing the importation of 
potatoes. September 20th, 1920. 

4. Treasury Decision 38600, relating to regulations under the Seed-importation Act of 
August 24th, 1912, as amended August nth, 1916. January 7th, 1921. 

5. Joint Resolution declaring that certain Acts of Congress, joint resolutions, and proclam- 
ations shall be construed as if the war had ended and the present or existing emergency expired. 
Approved March 3rd, 1921. 

6. Treasury Decision 38655, relating to the quarantine governing the importation of 
citrus fruits from certain countries, on account of the prevalence of the citrus black fly. March 
12th, 1921. 

7. Treasury Decision 38675 relating to passports and seamen’s identification cards. 
April 5th, 1921. 

Collectors informed that this Government no longer requires American citizens 
entering or leaving the United States or aliens departing from the United States to 
present passports or permits, nor requires the issuance of identification cards to alien 
seamen leaving the United States. All instructions in conflict rescinded. 

8. Treasury Decision 38695, relating to the quarantine governing the importation of 
potatoes. April 28th, 1921. 

9. Act of May 27th, 1921. Title I, Emergency Tariff. Title II, Anti-dumping (See Annex). 
Title III, Assessment of ad, valorem duties. Title IV, General Provisions. Title V, Dyes and 
Chemicals. 

10. Treasury Decision 38716, relating to dye and chemical control under the Act of May 
27111, 1921. May 31st, 1921. 

11. Treasury Decision 38755, relating to the import duty upon certain wheat products 
from Canada. June 13th, 1921. 

Products of wheat not specially provided for imported from Canada are dutiable 
at the rate of 10 per cent ad valorem under paragraph 644, Tariff Act of 1913. 

12. Treasury Decision 38907, relating to an Act of November 16th, 1921, extending the time 
of Titles I and V of the Act of May 27th, 1921. November 19th, 1921. 

13. Treasury Decision 38908, revoking the authorisation of a countervailing duty on certain 
printing paper from Italy. November 19th, 1921. 

14. Treasury Decision 39014, waiving certificates of inspection for matches manufactured 
in Finland. February 18th, 1922. 

15. Treasury Decision 39026, relating to the requirement for permits to import certain 
biologic products under the Act of May 27th, 1921. February 28th, 1922. 

Importation of arsphenamine and neoarsphenamine (salvarsan and neosalvarsan) 
by unlicensed firms prohibited. Permits to import necessary under Dye and Chemical 
Contract Act. 

16. Treasury Decision 39028. Finding as to peeled tomatoes in tins from Italy, under Act 
of May 27th, 1921 (Anti-dumping). March 4th, 1922. 

17. Treasury Decision 39034. Embargo on arms and munitions of war to Mexico. March 
9th, 1922. 
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18. Treasury Decision 39037. Revocation of embargo on arms and munitions of war to 
the Dominican Republic. March 20th, 1922. 

19. Proclamation of the President of the United States, No. 1621, dated March 4th, 1922, 
declaring it unlawful to export arms or munitions of war to China. Joint Resolution of January 
31st, 1922, referred to in the Proclamation. Treasury Decision 39058, April 8th, 1922, instructing 
Collectors of Custom to refuse to permit such exports except on licence issued bv the Secretary 
of State. 

20. Proclamation of the President of the United States, No. 1623, dated March 22nd, 
1922, discontinuing discriminating tonnage duties and imposts in the case of German vessels and 
their cargoes. 

21. Decision of the Supreme Court of the United States in the cases of Grogan, Collector 
of Internal Revenue, versus Walker and Sons and the Anchor Line, Limited, versus Aldridge, Col- 
lector of Internal Revenue, decided May 15th, 1922, holding that the transportation of intoxicating 
liquors from a foreign port through some part of the United States to another foreign port is 
forbidden under the Constitution and the Volstead Act. 

22. Act of May 26th, 1922, to amend the Act entitled “An Act to prohibit the importation and 
use of opium for other than medicinal purposes”, approved February 8th, 1909, as amended. 
Treasury Decision 39154, setting forth emergency regulations under this Act. June 12th, 1922. 

2. The existence (or abolition) of price discrimination against foreign trade. 

It is not believed that any known regulations or practices such as would be properly classi- 
fiable under this head have existed in the United States during the period named. 

3. The conclusion of (a) commercial conventions (b) transport conventions. 

The following treaties appear to be properly classified as commercial conventions. The list 
contains all of those included in the Treaty Series, published by the State Department, which 
were in effect on July 20th, 1922, and which have been signed, proclaimed, or of which ratifications 
have been exchanged, since June 1st, 1920. The list does not contain parcel post conventions or 
any arrangements not appearing in the Treaty Series. The United States has become a party 
to no agreement properly classifiable as a transport convention within the period covered. 

1. Treaty of Commerce with Ethiopia. Signed June 27th, 1914. Proclaimed August 9th, 1920. 
2. Convention with Venezuela facilitating the work of travelling salesmen. Signed July 3rd,. 

1919. Ratifications exchanged August 18th, 1920. Proclaimed October 15th, 1920. 
3. Agreement with France modifying the provisions of Article VII of the Convention of 

Navigation and Commerce of June 24th, 1822. Signed July 17th, 1919. Ratifications exchanged 
January 10th, 1921. Proclaimed Januaty 12th, 1921. 

4. Convention with El Salvador facilitating the work of travelling salesmen. Signed 
January 28th, 1919. Ratifications exchanged January 18th, 1921. Proclaimed January 22nd, 
1921. 

5. Treaty and Protocol with Siam revising treaties hitherto existing. Signed December 16th, 
1920. Ratifications exchanged September 1st, 1921. Proclaimed October 12th, 1921. 

6. Treaty with China confirming the application of a five per cent ad valorem rate of 
duty to importation of goods into China by citizens of the United States. Signed October 20th, 
1920. Ratifications exchanged November 5th, 1921. Proclaimed November 7th, 1921. 

7. Convention with Paraguay facilitating the work of travelling salesmen. Signed 
October 20th, 1919. Ratifications exchanged March 22nd, 1922. Proclaimed April 28th, 1922. 

September 15/A, 1922. 
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ANNEX 

(Public-No. lo-b/th Congress.) 
(H. R. 2435.) 

An Act  to prevent dumping of foreign merchandise on the markets of the United 
States; to regulate the value of foreign money; and for other purposes. 

Be it enacted by the Senate and the House of Representatives of the United States of America 
in Congress assembled, 

Title II. — Antidumping. 

Dumping investigation. 

Sec. 201. (a) That whenever the Secretary of the Treasury (hereinafter in this Act called 
the Secretary ), after such investigation as he deems necessary, finds that an industry in the 
United States is being or is likely to be injured, or is prevented from being established, by reason 
of the importation into the United States of a class or kind of foreign merchandise, and that 
merchandise of such class or kind is being sold or is likely to be sold in the United States or 
elsewhere at less than its fair value, then he shall make such finding public to the extent he 
deems necessary, together with a description of the class or kind of merchandise to which it 
applies in such detail as may be necessary for the guidance of the appraising officers. 

(b) Whenever, in the case of any imported merchandise of a class or kind as to which the 
Secretary has not so made public a finding, the appraiser or person acting as appraiser has 
reason to believe or suspect, from the invoice or other papers or from information presented 
to him, that the purchase price is less, or that the exporter’s sales price is less or likely to be less, 
than the foreign market value (or, in the absence of such value, than the cost of production), he 
shall forthwith, under regulations prescribed by the Secretary, notify the Secretary of such 
fact and withhold his appraisement report to the collector as to such merchandise until the 
further order of the Secretary, or until the Secretary has made public a finding as provided in 
subdivision (a) in regard to such merchandise. 

Special dumping duty. 

Sec. 202. (a) That in the case of all imported merchandise, whether dutiable or free of duty, 
of a class or kind as to which the Secretary has made public a finding as provided in Section 
201, and as to which the appraiser or person acting as appraiser has made no appraisement 
report to the collector before such finding has been so made public, if the purchase price or the 
exporter’s sales price is less than the foreign market value (or, in the absence of such value, 
than the cost of production), there shall be levied, collected, and paid, in addition to the duties 
imposed thereon by law, a special dumping duty in an amount equal to such difference. 

^ ^ is establishe(i to the satisfaction of the appraising officers that the amount of such difference between the purchase price and the foreign market value is wholly or partly due to 
the fact that the wholesale quantities, in which such or similar merchandise is sold or freely offered 
or sale to all purchasers for exportation to the United States in the ordinary course of trade, 
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are greateY than the wholesale quantities in which such or similar merchandise is sold or freely 
offered for sale to all purchasers in the principal markets of the country of exportation in the 
ordinary course of trade for home consumption (or, if not so sold or offered for sale for home 
consumption, then for exportation to countries other than the United States), then due allowance 
shall be made therefore in determining the foreign market value for the purposes of this section. 

(c) If it is established to the satisfaction of the appraising officers that the amount of such 
difference between the exporter’s sales price and the foreign market value is wholly or partly 
due to the fact that the wholesale quantities, in which such or similar merchandise is sold or 
freely offered for sale to all purchasers in the principal markets of the United States in the ordi- 
nary course of trade, are greater than the wholesale quantities in which such or similar merchan- 
dise is sold or freely offered for sale to all purchasers in the principal markets of the country of 
exportation in the ordinary course of trade for home consumption (or, if not so sold or offered 
for sale for home consumption, then for exportation to countries other than the United States), 
then due allowance shall be made therefore in determining the foreign market value for the 
purposes of this section. 

Purchase price. 

Sec. 203. That for the purposes of this title, the purchase price of imported merchandise 
shall be the price at which such merchandise has been purchased or agreed to be purchased, 
prior to the time of exportation, by the person by whom or for whose account the merchandise 
is imported, plus, when not included in such price, the cost of all containers and coverings and 
all other costs, charges, and expenses incident to placing the merchandise in condition, packed 
ready for shipment to the United States, less the amount, if any, included in such price, attri- 
butable to any additional costs, charges, and expenses, and United States import duties, incident 
to bringing the merchandise from the place of shipment in the country of exportation 
to the plai.e of delivery in the United States; and plus the amount, if not included in such 
price, of any export tax imposed by the country of exportation on the exportation of the 
merchandise to the United States; and plus the amount of any import duties imposed by the 
country of exportation which have been rebated, or which have not been collected, by reason 
of the exportation of the merchandise to the United States; and plus the amount of any taxes 
imposed in the country of exportation upon the manufacturer, producer, or seller, in respect 
to the manufacture, production or sale of the merchandise, which have been rebated, or which 
have not been collected, by reason of the exportation of the merchandise to the United States, 

Exporter's sales price. 

Sec. 204. That for the purpose of this title the exporter’s sales price of imported merchandise 
shall be the price at which such merchandise is sold or agreed to be sold in the United States, be- 
fore or after the time of importation, by or for the account of the exporter, plus, when not included 
in such price, the cost all containers and covering and all other costs, charges, and expenses 
incident to placing the merchandise in condition, packed ready for shipment to the United States, 
less (1) the amount, if any, included in such price, attributable to any additional costs, charges 
and expenses, and United States import duties, incident to bringing the merchandise from the 
place of shipment in the country of exportation to the place of delivery in the United States; 
(2) the amount of the commissions, if any, for selling in the United States the particular mer- 
chandise under consideration; (3) an amount equal to the expenses, if any, generally incurred 
by or for the account of the exporter in the United States in selling identical or 
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substantially identical merchandise; and (4) the amount of any export tax imposed 
by the country of exportation on the exportation of the merchandise to the United States; 
and plus the amount of any import duties imposed by the country of exportation which have 
been rebated, or which have not been collected, by reason of the exportation of the merchandise 
to the United States: and plus the amount of any taxes imposed in the country of exportation 
upon the manufacturer, producer, or seller in respect to the manufacture, production, or sale 
of the merchandise, which have been rebated, or which have not been collected, by reason of 
the exportation of the merchandise to the United States. 

Foreign market value. 

Sec. 205. That for the purposes of this title the foreign market value of imported merchandise 
shall be the price, at the time of exportation of such merchandise to the United States, at which 
such or similar merchandise is sold or freely offered for sale to all purchasers in the principal 
markets of the country from which exported, in the usual wholesale quantities and in the ordinary 
course of trade for home consumption (or, if not so sold or offered for sale for home consumption, 
then for exportation to countries other than the United States), plus, when not included in such 
price, the cost of all containers and coverings and all other costs, charges, and expenses incident 
to placing the merchandise in condition packed ready for shipment to the United States, except 
that in the case of merchandise purchased or agieed to be purchased by the person by whom or for 
whose account the merchandise is imported, prior to the time of exportation, the foreign market 
value shall be ascertained as of the date of such purchase or agreement to purchase. In the ascer- 
tainment of foreign market value for the purposes of this title, no pretended sale or offer for sale, 
and no sale or offer for sale intended to establish a fictitious market, shall be taken into account. 

Cost of production. 

Sec. 206. That for the purposes of this title the cost of production of imported merchandise 
shall be the sum of— 

(1) The cost of materials of, and of fabrication, manipulation, or other process employed 
in manufacturing or producing, identical or substantially identical merchandise, at a time 
preceding the date of shipment of the particular merchandise under consideration which would 
ordinarily permit the manufacture or production of the particular merchandise under conside- 
tion in the usual course or business; 

(2) The usual general expenses (not less than 10 per centum of such cost) in the case of 
identical or substantially identical merchandise; 

(3) The cost of all containers and coverings, and all other costs, charges, and expenses 
incident to placing the particular merchandise under consideration in condition, packed ready 
for shipment to the United States; and 

(4) An addition for profit (not less than 8 per centum of the sum of the amounts found, 
under paragraphs (1) and (2) equal to the profit which is ordinarily added, in the case of merchan- 
dise of the same general character as the particular merchandise under consideration, by manufac- 
turers or producers in the country of manufacture or production who are engaged in the same 
general trade as the manufacturer or producer of the particular merchandise under consideration. 

Exporter. 

Sec. 207. That for the purposes of this title the exporter of imported merchandise shall 
be the person by whom or for whose account the merchandise is imported into the United States ; 
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(1) If such person is the agent or principal of the exporter, manufacturer, or producer; or 
(2) If such person owns or controls, directly or indirectly, through stock ownership or 

control or otherwise, any interest in the business of the exporter, manufacturer, or producer; or 
(3) If the exporter, manufacturer, or producer owns or controls, directly or indirectly, 

through stock ownership or control or otherwise, any interest in any business conducted by such 
person; or 

(4) If any person or persons, jointly or severally, directly or indirectly, through stock 
ownership or control or otherwise, own or control in the aggregate 20 per centum or more of the 
voting power or control in the business carried on by the person by whom or for whose account 
the merchandise is imported into the United States, and also 20 per centum or more of such 
power or control in the business of the exporter, manufacturer, or producer. 

Oaths and bonds on entry. 

Sec. 208. That in the case of all imported merchandise, whether dutiable or free of duty, 
of a class or kind as to which the Secretary has made public a finding as provided in Section 201, 
and delivery of which has not been made by the collector before such finding has been so made 
public, unless the person by whom or for whose account such merchandise is imported makes 
oath before the collector, under regulations prescribed by the Secretary, that he is not an exporter, 
or unless such person declares under oath at the time of entry, under regulations prescribed 
by the Secretary, the exporter’s sales price of such merchandise, it shall be unlawful for the 
collector to deliver the merchandise until such person has made oath before the collector, under 
regulations prescribed by the Secretary, that the merchandise has not been sold or agreed to 
be sold by such person, and has given bond to the collector, under regulations prescribed by the 
Secretary, with sureties approved by the collector, in an amount equal to the estimated value 
of the merchandise, conditioned: (1) that he will report to the collector the exporter’s 
sales price of the merchandise within 30 days after such merchandise has been sold or agreed to be 
sold in the United States, (2) that he will pay on demand from the collector the amount of special 
dumping duty, if any, imposed by this title upon such merchandise, and (3) that he will furnish to 
the collector such information as may be in his possession and as may be necessary for the ascer- 
tainment of such duty, and will keep such records as to the sale of such merchandise as the Secre- 
tary may by regulation prescribe. 

Duties of appraisers. 

Sec. 209. That in the case of all imported merchandise, whether dutiable or free of duty, 
of a class or kind as to which the Secretary has made public a finding as provided in Section 
201, and as to which the appraiser or person acting as appraiser has made no appraisement 
report to the collector before such finding has been so made public, it shall be the duty of each 
appraiser or person acting as appraiser, by all reasonable ways and means to ascertain, estimate, 
and appraise (any invoice or affidavit thereto or statement of cost of production to the contrary 
notwithstanding) and report to the collector the foreign market value or the cost of production, 
as the case may be, the purchase price, and the exporter’s sales price, and any other facts which 
the Secretary may deem necessary for the purposes of this title. 

Appeals and protests. 

Sec. 210. That for the purposes of this title the determination of the appraiser or person 
acting as appraiser as to the foreign market value or the cost of production, as the case may be. 
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the purchase price, and the exporter’s sales price, and the action of the collector in assessing 
special dumping duty, shall have the same force and effect and be subject to the same right 
of appeal and protest, under the same conditions and subject to the same limitations; and the 
general appraisers, the Board of General Appraisers, and the Court of Customs Appeals shall 
have the same jurisdiction, powers, and duties in connection with such appeals and protests 
as in the case of appeals and protests relating to customs duties under existing law. 

Drawbacks. 

Sec. 211. That the special dumping duty imposed by this title shall be treated in all respects 
as regular customs duties within the meaning of all laws relating to the drawback of customs 
duties. 

Short title. 

Sec. 212. That this title may be cited as the “Antidumping Act, 1921." 



Uruguay 

I. BUDGETARY MEASURES. 

The Government has pursued an economic policy of strict economy and has limited public 
expenditure to the barest necessities. 

Nevertheless, the decrease in revenue and particularly in customs receipts and the increase 
in the cost of public services and of goods supplied to the Government have inevitably led to a 
considerable adverse margin in the budget. The various deficits have been partly met by funds 
obtained by means of the issue of Government bonds. 

The present budget system is the same as that which was in force in 1921. 
On April 24th of this year the National Administrative Council submitted to the Legisla- 

ture the draft of a new budget for the financial year 1922-1923. It demands the imposition of 
taxes, especially on the consumption of articles falling more or less under the head of luxuries. 
The duties on tobacco, perfumery, and toilet requisites and on inheritances are to be increased 
and a tax of 10 per cent, is to be added to various taxes already in existence. A luxury tax is 
being imposed and also a tax on horse-racing. In all, an increase on present revenue amounting; 
to $6,340,000 is anticipated. 

Moreover, everything is being done to avoid any increase in the charges falling on the State, 
and the principle has been accepted that no new salaried post should be created, and even for the 
time being that vacancies which may occur should not be filled except in the case of urgent and 
indispensable services 

In this way the Government will be able to balance its revenue and expenditure accounts. 
From the above it follows that the remuneration of officials has not been raised in spite 

of the difficulties created by the rise in the cost of living; only a few salaries have been partially 
modified on this account. 

II. MONETARY SITUATION. 

The financial situation of the principal public enterprises is in general very prosperous. 
The Republican Bank, which has made steady progress during its 25 years of existence, is at 

present the most powerful economic and financial force in the country. During 1921 the actual 
profits made by the State Bank reached the sum of $2,810,000. At this period its capital was 
fixed at $21,230,000. 
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The Mortgage Bank of Uruguay is also a State institution and has aided the development 
of credit secured on land in the country by issuing shares quoted on the Stock Exchange; its 
balance sheet on March 31st of this year shows a total profit of $484,604.36, which at the present 
rate of exchange is equivalent to nearly 5 million francs. 

The State Insurance Bank, which rendered considerable service during and after the war, 
showed profits amounting on December 31st, 1921, to $902,285. 

The Electric Power Stations also belong to the Government. During the financial year 
1919-1920 they brought in $1,268 453. 

In regard to Posts and Telegraphs, the results of the past year, in spite of some increase in 
the charges, have not been favourable. This is no doubt due to the decrease in the volume ot 
correspondence which has been one of the consequences of the world war. A deficit of about 
$200,000 is anticipated. 

The system of the inconvertibility of bank-notes which was established in 1914 at the out- 
break of war should have terminated on June 17th of this year; but a new law, postponing until 
December 31st, 1922, the repayment of the loan of 15 million piastres granted to France, also lays 
down that the system of inconvertibility will be maintained until six months after the payment 
of this loan — that is to say, until June 30th, 1923. The notes of the Republican Bank will there- 
fore be convertible into gold as from July 1st, 1923. 

On the same date the prohibition on the exportation of gold, established in 1914, will also 
come to an end. 

In spite of these departures from the normal monetary system, the currency of the country 
continues to be perfectly stable. The Uruguayan piastre is at a strong premium in European 
markets. At the present moment it is quoted at about 10 francs per piastre. 

The cover for the paper money in circulation is largely in excess of the amount stipulated 
by law. During 1921 the Bank was authorised to issue bank-notes to the value of $81,000,000 
(without counting small notes). It only availed itself of this authorisation to the extent of 70 per 
cent. On December 31st, 1921, the notes of large denomination in circulation amounted to barely 
$57,000,000, or 1J2 million piastres more than on the same date in the previous year. 

The metallic reserves of the Bank on December 31st, 1921, amounted to $57,552,447.65. It 
may be noted that in the course of the year the Government authorised the exportation of gold 
to the value of $171,660. Otherwise the stock of gold would have increased, as compared with 
1920, by $106,569. 

The proportion which must be maintained between gold reserves and the issue of notes and 
sight liabilities is fixed by law at 40 per cent. This proportion has been maintained with a large 
margin and on the above date it was 61.94 % , or more than 20 % more than the law demands. 

III. INTERNATIONAL TRADE. 

The progress of foreign trade in the Republic is shown by the following figures: 

Imports 

$132,547,958 
$ 95,348,537 

Exports 

$80,751,735 
$70,265,252 

1920 
1921 
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The balances, therefore, amounted to 

$51,795,323 in 1920 
$25,083,285 in 1921. 

The commercial crisis from which the world is suffering at the present time has seriously 
affected the principal sources of national production. The fall in prices in our staple industries 
(meat and wool) has caused a substantial decrease in the export trade. Since 1914 a scale of 
values corresponding to the world economic situation arising out of the war had been created and 
business has been carried on for some years on this basis. The present crisis, therefore, imme- 
diately made itself felt on the value and rent of land. Moreover, the precarious situation of the 
foreign exchange markets has contributed largely to the disturbance of business. 

We are in fact traversing a period of liquidation, which will put an end to the abnormal 
commercial conditions prevailing during the war and the years immediately following it. 

Brussels, June 30th, 1922. 



ANNEX i. 

INTERNATIONAL FINANCIAL CONFERENCE, BRUSSELS (1920). 

RESOLUTIONS 

I. — RESOLUTIONS PROPOSED BY THE COMMISSION ON PUBLIC FINANCE 
AND ADOPTED UNANIMOUSLY BY THE CONFERENCE 

I. 
Thirty-nine nations have in turn placed before the International Financial Conference a statement of 

their financial position. The examination of these statements brings out the extreme gravity of the general 
situation of public finance throughout the world, and particularly in Europe. Their import may be summed 
up in the statement that three out of every four of the countries represented at this Conference, and eleven 
out of twelve of the European countries, anticipate a Budget deficit in the present year. Public opinion is 
largely responsible for this situation. The close connection between these Budget deficits and the cost of living, 
which is causing such suffering and unrest throughout the world, is far from being grasped. Nearly every 
Government is being pressed to incur fresh expenditure; largely on palliatives which aggravate the very evils 
against which they are directed. The first step is to bring public opinion in every country to realise the essential 
facts of the situation and particularly the need for re-establishing public finances on a sound basis as a preli- 
minary to the execution of those social reforms which the world demands. 

II. 
Public attention should be especially drawn to the fact that the reduction of prices and the restoration 

of prosperity is dependent on the increase of production, and that the continual excess of Government expen- 
diture over revenue represented by Budget deficits is one of the most serious obstacles to such increase of 
production, as it must sooner or later involve the following consequences; 

(а) Further inflation of credit and currency. 
(б) A further depreciation in the purchasing power of the domestic currency, and a still greater instability 

of the foreign exchanges. 
(c) A further rise in prices and in the cost of living. 
The country which accepts the policy of Budget deficits is treading the slippery path which leads to general 

ruin; to escape from that path no sacrifice is too great. 

III. 
It is therefore imperative that every Government should, as the first social and financial reform, on which 

all others depend: 
(a) Restrict its ordinary recurrent expenditure, including the service of the debt to such an amount as 

can be covered by its ordinary revenue. 



— 222 

(b) Rigidly reducing all expenditure on armaments in so far as such reduction is compatible with the 
preservation of national security. 

(c) Abandon all unproductive extraordinary expenditure. 
(d) Restrict even productive extraordinary expenditure to the lowest possible amount. 

IV. 
The Supreme Council of the Allied Powers in its pronouncement on Marcn 8th declared that “ Armies 

should everywhere be reduced to a peace footing, that armaments should be limited to the lowest possible 
figure compatible with national security and that the League of Nations should be invited to consider, as soon 
as possible, proposals to this end.” The statements presented to the Conference show that, on an average, 
some 20 per cent, of the national expenditure is still being devoted to the maintenance of armaments and the 
preparations for war. The Conference desires to affirm with the utmost emphasis that the world cannot 
afford this expenditure. Only by a frank policy of mutual co-operation can the nations hope to regain their 
old prosperity; and in order to secure that result the whole resources of each country must be devoted to strictly 
productive purposes. 

The Conference accordingly recommends most earnestly to the Council of the League of Nations the 
desirability of conferring at once with the several Governments concerned, with a view to securing a general 
and agreed reduction of the crushing burden which, on their existing scale, armaments still impose on the 
impoverished peoples of the world, sapping their resources and imperilling their recovery from the ravages 
of war. The Conference hopes that the Assembly of the League which is about to meet will take energetic 
action to this end. 

V. 
While recognising the practical difficulties in the way of immediate action in all cases, the Conference 

considers that every Government should abandon at the earliest practicable date all uneconomical and artificial 
measures which conceal from the people the true economic situation; such measures include: 

(a) The artificial cheapening of bread and other foodstuffs, and of coal and other materials by selling 
them below cost price to the public, and the provision of unemployment doles of such a character as to demoralise 
instead of encouraging industry. 

(b) The maintenance of railway fares, postal rates and charges for other government services on a basis 
which is insufficient to cover the cost of the services given, including annual charges on capital account. 

[[vi. 
In so far as, after every effort has been made, it is impossible to cut down expenditure within the limits 

of existing revenues, fresh taxation must be imposed to meet the deficit and this process must be ruthlessly 
continued until the revenue is at least sufficient to meet the full amount of the recurrent ordinary expenditure. 
The Conference considers that the relative advantages of the various possible means of increasing the national 
revenue, whether by direct or indirect taxation or by a capital levy (to be devoted to the repayment of debt), 
depend upon the special economic conditions obtaining in each country, and that in consequence each country 
must decide for itself on the methods which are best suited to its own internal economy. 

VII. 

If the above principles are accepted and applied, loans will not be required for recurrent ordinary expendi- 
ture; borrowing for that purpose must cease. In a number of countries, however, although the ordinary 
charges can be met from revenue, heavy extraordinary expenditure must at the present time be undertaken 
on capital account. This applies more especially in the case of those countries devastated during the war, 
whose reconstruction charges cannot possibly be met from ordinary receipts. The restoration of the devastated 
areas is of capital importance for the re-establishment of normal economic conditions; and loans for this purpose 
are not only unavoidable but justifiable. But in view of the shortage of capital it will be difficult to secure 
the sums required even for this purpose, and only the most urgent schemes should be pressed forward imme- 
diately. 

VIII. 

The means by which loans are raised are no less important than the purposes for which they are destined 
In future the loans which are required for urgent capital purposes must be met out of the real savings of the 
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people. But those savings have, as it were, been pledged for many years ahead by the credits created during 
the war, and the first step to raising fresh money must be to fund the undigested floating obligations with 
which the markets are burdened. These principles apply both to internal and to external borrowing, and in 
regard to the latter we suggest that it would be in the general interest for the creditor countries to give such 
facilities as may be possible to the debtor countries to fund their floating obligations at the earliest possible date. 

IX. x 

In order to enlist public interest, it is essential to give the greatest publicity possible to the situation of the 
public finances of each State. 

The Conference is, therefore, of the opinion that the work already accomplished by the Secretariat in 
its comparative study of public finances should be continued, and it suggests that the Council of the League 
of Nations should request all its Members and all the nations represented at this Conference to furnish it 
regularly not only with Budget estimates and final Budget figures, but also with a half-yearly account of 
actual receipts and expenditure. At the same time, countries should be urged to supply as complete informa- 
tion as is possible on the existing system of taxation, and any suggestions which may appear to each State to 
be useful for the financial education of the public opinion of the world. 

With the aid of the information thus obtained, the League of Nations would be enabled to prepare pamphlets 
for periodical publication setting out the comparative financial position of the countries of the world, and 
making clear the various systems of taxation in force. 

X. 
The Conference is of opinion that the strict application of the principles outlined above is the necessary 

condition for the re-establishment of public finances on a sound basis. A country which does not contrive 
as soon as possible to attain the execution of these principles is doomed beyond hope of recovery. To enable 
Governments, however, to give effect to these principles, all classes of the community must contribute their 
share. Industry must be so organised as to encourage the maximum production on the part of capital and 
labour, as by such production alone will labour be able to obtain those improved conditions of life which it is 
the aim of every country to secure for its people. All classes of the population, and particularly the wealthy, 
must be prepared willingly to accept the charges necessary to remedy the present situation. Above all, to 
fill up the gap between the supply of and the demand for commodities, it is the duty of every patriotic citizen 
to pra'ctise the strictest possible economy and so to contribute his maximum effort to the common weal. 
Such private action is the indispensable basis for the fiscal measures required to restore public finances. 

II. — RESOLUTIONS PROPOSED BY THE COMMISSION ON CURRENCY AND EXCHANGE 
AND ADOPTED UNANIMOUSLY BY THE CONFERENCE. 

The currency of a country, in the sense of the immediate purchasing power of the community, includes 
(a) the actual legal tender money in existence, and {b) any promises to pay legal tender, e.g., as Bank balances 
— which are available for ordinary daily transactions. 

The currencies of all belligerent, and of many other, countries, though in greatlv varying degrees, have 
since the beginning of the war been expanded artificially, regardless of the usual restraints upon such expansion 
(to which we refer later) and without any corresponding increase in the real wealth upon which their purchasing 
power was based; indeed in most cases in spite of a serious reduction in such wealth. 

It should be clearly understood that this artificial and unrestrained expansion, or “inflation” as it is called, 
of the currency or of the titles to immediate purchasing power, does not and cannot add to the total real pur- 
chasing power in existence, so that its effect must be to reduce the purchasing power of each unit of the currency. 
It is, in fact, a form of debasing the currency. 

The effect of it has been to intensify, in terms of the inflated currencies, the general rise in prices, so that 
a greater amount of such currency is needed to procure the accustomed supply of goods and services. Where 
this additional currency was procured by further “inflation” (i.e. by printing more paper money or creating 
fresh credit) there arose what has been called a vicious spiral” of constantly rising prices and wages and con- 
stantly increasing inflation, with the resulting disorganisation of all business, dislocation of the exchanges, 
a progressive increase in the cost of living, and consequent labour unrest. 
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I. 
Therefore: 
It is of the utmost importance that the growth of inflation should he stopped, and this, although no doubt very 

difficult to do immediately in some countries, could quickly be accomplished by (i) abstaining from increasing 
the currency (in its broadest sense as defined above), and (2) by increasing the real wealth upon which such 
currency is based. 

The cessation of increase in the currency should not be achieved merely by restricting the issue of legal 
tender. Such a step, if unaccompanied by other measures, would be apt to aggravate the situation by causing 
a monetary crisis. It is necessary to attack the causes which lead to the necessity for the additional currency. 

The chief cause in most countries is that the Governments, finding themselves unable to meet their expend- 
itures out of revenue, have been tempted to resort to the artificial creation of fresh purchasing power, either 
by the direct issue of additional legal tender money, or more frequently by obtaining — especially from the 
Banks of Issue, which in some cases are unable and in others unwilling to refuse them — credits which must 
themselves be satisfied in legal tender money. We say, therefore, that — 

II. 
Governments must limit their expenditure to their revenue. (We are not considering here the finance of recon~ 

structing devastated areas.) 
III. 

Banks, and especially Banks of Issue, should he freed from political pressure and should he conducted solely 
on the lines of prudent finance. 

But the Governments are not the only offenders in this respect; other parties, and especially in some 
countries the municipalities and other local authorities, have raised excessive credits which in the same way 
multiply the titles to purchasing power. 

Nor will it be sufficient, for the purpose of checking further inflation, that additional issues of legal tender 
or the granting of additional credits should cease; since the floating debts of Governments and other authorities 
constitute in themselves a form of potential currency, in that, except in so far as they are constantly renewed, 
their amount will come to swell the total currency in existence. Consequently — 

IV. 
The creation of additional credit should cease and Governments and municipalities should not only not increase 

their floating debts, but should begin to repay or fund them by degrees. 
In normal times the natural and most effective regulator of the volume and distribution of credit is the 

rate of interest which the Central Banks of Issue are compelled, in self-preservation and in duty to the commu- 
nity, to raise when credit is unduly expanding. It is true that high money rates would be expensive to Govern- 
ments which have large floating debts, but we see no reason why the community in its collective capacity 
(i.e., the Government) should be less subject to the normal measure for restricting credit than the individual 
members of the community. In some countries, however, the financial machinery has become so abnormal 
that it may be difficult for such corrective measure to be immediately applied. We recommend, therefore, 
that :— 

V. 
Until credit can be controlled merely by the normal influence of the rate of interest, it should only be granted for 

real economic needs. 
It is impossible to lay down any rule as to the “proper rates” of discount or interest for different countries. 

These rates will depend not only on the supply and demand at different times but also on other factors often 
of a psychological nature. It may, indeed, confidently be said that when once the arbitrary increase of inflation 
ceases and when the Banks of Issue are able successfully to perform their normal functions, rates will find their 
own proper level. 

The complementary steps for arresting the increase of inflation by increasing the wealth on which the 
currency is based may be summed up in the words: increased production and decreased consumption. 

The most intensive production possible is required in order to make good the waste of war and arrest 
inflation and thus to reduce the cost of living; yet we are witnessing in many countries production below the 
normal, together with those frequent strikes which aggravate instead of help to cure the present shortage and 
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dearness of commodities. When diminution in the Governments’ demands frees more credits for trade and for 
the recuperation of the world, when inflation has ceased and prices cease to rise, and when the general unsettle- 
ment caused by the war subsides, it is probable that great improvement will be seen in productive activity. 
Yet, in our opinion, the production of wealth is in many countries suffering from a cause which it is more directly 
in the power of Governments to remove, viz., the control in various forms which was often imposed by them 
as a war measure and has not yet been completely relaxed. In some cases, business has even been taken by 
Governments out of the hands ol the private trader, whose enterprise and experience are a far more potent 
instrument for the recuperation of the country. 

Another urgent need is the freest possible international exchange of commodities. With this another 
Commission will deal, but we feel that our recommendations here on inflation would not be complete without 
adding that — 

VI. 
Commerce should as soon as possible be treed from control, and impediments to international trade removed. 
Equally urgent is the necessity for decreased consumption in an impoverished world where so much has 

been impaired. It is therefore specially important at present that both on public and private account and 
not only in impoverished countries, but in every part of the world — 

VII. 
All superfluous expenditure should be avoided. 
To attain this end, the enlightenment of public opinion is the most powerful lever. If the wise control 

of credit brings dear money, this result will in itself help to promote economy. 
We pass now from inflation and its remedies to the other points submitted to us. 
Without entering into the question whether gold is or is not the ideal common standard of value, we 

consider it most important that the world should have some common standard, and that, as gold is to-day 
the nominal standard of the civilised world — 

VIII. 
It is highly desirable that the countries which have lapsed from an effective gold standard should return thereto. 
It is impossible to say how or when all the older countries would be able to return to their former measure 

of effective gold standard or how long it would take the newly formed countries to establish such a standard. 
But in our opinion — 

IX. 
It is useless to attempt to fix the ratio of existing fiduciary currencies to their nominal gold value) as, unless 

the condition of the country concerned were sufficiently favourable to make the fixing of such ratio unnecessary, 
it could not be maintained. 

The reversion to, or establishment of, an effective gold standard wou'd in many cases demand enormous 
deflation and it is certain that such — 

X. 
Deflation, if and when undertaken, must be carried out gradually and with great caution) otherwise the distur- 

bance to trade and credit might prove disastrous. 
XI. 

We cannot recommend any attempt to stabilise the value of gold and we gravely doubt whether such attempt 
could succeed; but this question might well be submitted to the Committee to which we refer later, if it should 
be appointed. 

XII. 
We believe that neither an International Currency nor an International Unit of Account would serve any 

useful purpose or remove any of the difficulties from which international exchange suffers to-day. 

XIII. 
We can find no justification for supporting the idea that foreign holders of Bank notes or Bank balances should 

be treated differently from native holders. 
XIV. 

In countries where there is no Central Bank of Issue, one should be established, and if the assistance of 
foreign capital were required for the promotion of such a Bank, some form of international control might 
be required. 
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XV. 
Attempts to limit fluctuations in exchange by imposing artificial control on exchange operations are futile 

and mischievous. In so far as they are effective they falsify the market, tend to remove natural correctives to 
such fluctuations and interfere with free dealings in forward exchange which are so necessary to enable traders 
to eliminate from their calculations a margin to cover risk of exchange, which would otherwise contribute to 
the rise in prices. Moreover, all Government interference with trade, including exchange, tends to impede that 
improvement of the economic conditions of a country by which alone a healthy and stable exchange can be 
secured. 

We support the suggestion that — 
XVI. 

A Committee should be set up both for continuing the collection of the valuable financial statistics that have 
been furnished for this Conference and also for the further investigation of currency policy. 

III. — RESOLUTIONS PROPOSED BY THE COMMISSION ON INTERNATIONAL TRADE AND 
ADOPTED UNANIMOUSLY BY THE CONFERENCE. 

I. 
The International Financial Conference affirms that the first condition for the resumption of internationa 

trade is the restoration of real peace, the conclusion of the wars which are still being waged, and the assured 
maintenance of peace for the future. The continuance of the atmosphere of war and of preparations for war is 
fatal to the development of that mutual trust which is essential to the resumption of normal trading relations. 
The security of internal conditions is scarcely less important, as foreign trade cannot prosper in a country whose 
internal conditions do not inspire confidence. The Conference trusts that the League of Nations will lose no 
opportunity to secure the full restoration and continued maintenance of peace. 

II. 
The International Financial Conference affirms that the improvement of the financial position largely 

depends on the general restoration as soon as possible of good-will between the various nations; and in parti- 
cular it endorses the declaration of the Supreme Council of the 8th March last “that the States which have been 
created or enlarged as a result of the war should at once re-establish full and friendly co-operation, and arrange 
for the unrestricted interchange of commodities in order that the essential unity of European economic life 
may not be impaired by the erection of artificial economic barriers.” 

III. 
The Conference recommends that, within such limits and at such time as may appear possible, each country 

should aim at the progressive restoration of that freedom of commerce which prevailed before the war, including 
the withdrawal of artificial restrictions on, and discriminations of price against, external trade. 

IV. 
The International Financial Conference expresses its conviction that the instability of the exchanges 

constitutes a great hindrance to the resumption of normal international trade. 

V. 
The International Financial Conference would welcome any action which can be taken by the League of 

Nations to enable the countries which under present conditions cannot purchase the necessary supplies for their 
reconstruction temporarily to obtain commercial credits on an approved basis for this purpose. 

VI. 
The International Financial Conference expresses the conviction that the repair, improvement, and 

economical use of the transport systems of the world, and particularly of countries affected by the war, are of 
vital importance to the restoration of international trade. 
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IV. — RESOLUTIONS PROPOSED BY THE COMMISSION ON INTERNATIONAL CREDITS AND 
ADOPTED UNANIMOUSLY BY THE CONFERENCE. 

I. 

The Conference recognises in the first place that the difficulties which at present lie in the way of interna- 
tional credit operations arise almost exclusively out of the disturbance caused by the war. and that the normal 
working of financial markets cannot be completely re-established unless peaceful relations are restored between 
all peoples and the outstanding financial questions resulting from the war are made the subject of a definite 
settlement which is put into execution. 

II. 
The Conference is moreover of opinion that the revival of credit requires as primary conditions the resto- 

ration of order in public finance, the cessation of inflation, the purging of currencies, and the freedom of commer- 
cial transactions. The resolutions of the Commission on International Credits are therefore based on the reso- 
lutions of the other Commissions. 

HI. 
The Conference recognises, however, that this general improvement in the situation requires a considerable 

period of time, and that in present circumstances it is not possible for certain countries to restore their economic 
activity without assistance from abroad. This assistance is required for periods which exceed the normal term 
of commercial operations. 

IV. 
The Conference is of opinion that in principle the resources out of which this assistance is to be provided 

should be found from the savings of the lending countries and must not result in undue increase of the 
fiduciary circulation — that is to say, in the creation or extension of a disproportion between means ot 
payment and the genuine requirements of business. 

V. 
The Conference believes, on the other hand, that this assistance can only be effectively accorded to countries 

which are prepared to assist one another in the restoration of economic life, and to make every effort to bring 
about within their own frontiers the sincere collaboration of all groups of citizens and to secure conditions 
which give to work and thrift liberty to produce their full results. 

VI. 
The Conference does not believe that, apart from particular decisions dictated by national interests or by 

considerations of humanity, credits should be accorded directly by Governments. 

VII. 
It appears to the Conference that one of the chief obstacles to the granting of credits is the absence in 

borrowing countries of sufficient security for ultimate repayment. The Conference therefore studied with 
attention in the light of the general considerations enumerated above, all the proposals presented with a view 
to creating guarantees which would provide satisfactory security for exporters. 

The Conference has been forced to recognise that no single system could by itself suffice to provide for the 
many different needs of the various countries, and that it is necessary to indicate a series of measures suffi- 
ciently elastic to be adapted afterwards to every variety of circumstances. 

For these reasons the Conference decided to make the following recommendations: 

VIII. 
An international organisation should be formed and placed at the disposal of States desiring to have resort 

to credit for the purpose of paying for their essential imports. These States would then notify the assets which 
they are prepared to pledge as security for the sake of obtaining credit, and would come to an understanding 
with the international organisation as to the conditions under which these assets would be administered. 

The bonds issued against this guarantee would be used as collateral for credits intended to cover the cost 
of commodities. 
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A plan based upon these principles is developed in the Annex. It has been devised to enable States to 
facilitate the obtaining of commercial credits by their nationals. It is easy to see that the scheme is susceptible 
of development in various directions, and that some of its provisions might be adapted so as to facilitate the 
extension of credit direct to public corporations. 

A Committee of financiers and business men should be nominated forthwith by the Council of the League 
of Nations for the purpose of defining the measures necessary to give practical effect to this proposal. 

IX. 
It has been represented to the Conference that more complete results might be achieved if the bond 

used as collateral were to carry some international guarantee. 
The Conference sees no objection to the further consideration of this proposal. The Committee referred 

to in paragraph VIII above might usefully consider the conditions under which it could be applied. 

X. 
It has also been represented to the Conference that an extension on international lines of the existing 

system of export credit insurance would in many instances be of great value in developing trade with coun- 
tries where political and social conditions give rise to an anxiety which is often exaggerated by exporters. 
The Conference believes that an extension of this kind is worthy of consideration, and that it should be exa- 
mined in detail by experts. 

XI. 
The attention of the Conference has been called to the present system of “finishing credits,” that is to 

say, of credits under which a lien in favour of the exporter or a banker is maintained on the raw material in 
all its different stages and upon the proceeds of the manufactured article. This system has suffered greatly 
owing to the lack, in many countries, of sufficient legal protection for the exporter throughout the various 
stages of importation, manufacture, re-exportation and sale. The Conference would suggest that the Council 
be recommended to draw the attention of the different Governments to this question, and to summon an advisory 
body of legal experts and business men to specify the legislative action which it would be desirable to take 
in order to attain the desired object in each of the countries concerned. 

XII. 
Apart from the above-mentioned proposals which the Conference recommends the League of Nations 

to adopt and if possible to apply in practice, the Conference believes that the activities of the League might 
usefully be directed towards promoting certain reforms, and collecting the relevant information required to 
facilitate credit operations. In this connection the Conference considers it well to draw attention to the advan- 
tages of making progress under each of the following heads: 

(1) Unification of the laws relating to bills of exchange and bills of lading; 
(2) The reciprocal treatment of the branches of foreign banks in different countries; 
(3) The publication of financial information in a clear, comparative form; 
(4) The examination of claims by the holders of bonds the interest on which is in arrear; 
(5) An international understanding on the subject of lost, stolen or destroyed securities; 
(6) The establishment of an international clearing house; 
(7) An international understanding which, while ensuring the due payment by everyone of his full share 

of taxation, would avoid the imposition of double taxation which is at present an obstacle to the placing of 
investments abroad. 

XIII. 
During the course of its deliberations the Conference could not fail to be impressed by the fact that all, 

or almost all, of the manv proposals submitted for its consideration require at som e stage the active inter- 
vention of the League of Nations. The Conference is unanimously in sympathy with this tendency and believes 
that it is desirable to extend to the problems of finance that international co-operation which the League of 
Nations has inaugurated and which it is attempting to promote in order to improve the general situation and 
maintain the peace of the world. 
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1. In order that impoverished nations, which under present circumstances are unable to obtain accom- 
modation on reasonable terms in the open market, may be able to command the confidence necessary to 
attract funds for the financing of their essential imports, an international commission shall be constituted 
under the auspices of the League of Nations. 

2. The commission shall consist of bankers and business men of international repute, appointed by the 
Council of the League of Nations. 

3. The commission shall have the power to appoint sub-commissions and to devolve upon them the 
exercise of its authority in participating countries or in groups of participating countries. 

4. The Governments of countries desiring to participate shall notify to the commission what specific 
assets they are prepared to assign as security for commercial credits to be granted by the nationals of exporting 
countries. 

5. The commission, after examination of these assets, shall of its own authority determine the gold value 
of the credits which it would approve against the security of these assets. 

6. The participating Government shall then be authorised to prepare bonds to the gold value approved 
by the commission, each in one specific currency to be determined on the issue of the bond. 

7. The date of maturity and the rate of interest to be borne by these bonds shall be determined by the 
participating Government in agreement with the commission. 

8. The service of these bonds shall be secured out of the revenue of the assigned assets. 
9. The assigned assets shall in the first instance be administered by the participating Government or by 

the international commission as that commission may in each case determine. 
10. The commission shall at any time have the right of making direct representations to the Council 

of the League of Nations as to the desirability of transferring the administration of the assigned assets either 
from the commission to the participating Government or from the participating Government to the commission. 

11. The decision of the Council of the League of Nations on this question shall be binding. 
12. After the preparation of these bonds, the participating Government shall have the right to loan the 

bonds to its own nationals, for use by them as collateral security for importations. 
I3- The bonds shall be made out in such currencies and in such denominations as are applicable to the 

particular transaction in respect of which they are issued. 
14. The participating Government shall be free to take or not to take security for the loan of these 

bonds from the nationals to whom they are lent. 
I5> The maturity and the rate of interest of the loan of the bonds shall be fixed by agreement between 

the participating Government and the borrower of the bonds; they need not be the same as the maturity and 
the rate of interest of the bonds themselves. 

16. When making application to his Government for a loan of these bonds, the importer must furnish 
proof that he has previously obtained from the international commission express permission to enter into 
the transaction for which the bonds are to be given as collateral. 

17. Each bond, before it is handed over by the participating Government to the importer, shall be counter- 
signed by the commission in proof of registration. 

18. Having obtained the consent of the commission and received from them the countersigned bonds, 
the importer will pledge these bonds to the exporter in a foreign country for the period of the transaction. 

19. The exporter will return to him on their due dates the coupons of the pledged bonds, and the bonds 
themselves on the completion of the transaction. 

20. On receipt of the coupons and the bonds respectively, the importer will return them to his Government. 
21. Bonds returned to the participating Government shall be cancelled and may subsequently be replaced 

by other bonds, either in the same or in a different currency, up to an equivalent amount. 
22. The exporter, or if he has pledged the bonds the institution with which he has repledged them acting 

on his behalf, would be free, in the event of the importer not fulfilling the terms of his contract, to hold until 
maturity the bonds given as collateral by the importer, or to sell them in accordance with the custom in his 
country in case of default. 

23. In the second alternative, an option of repurchasing the bonds direct must first be given for a short 
period to the Government which issued them. 
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24. If a sale is resorted to and results in a surplus beyond what is necessary to cover the claims of the 
exporter upon the importer, the exporter shall be held accountable for that surplus to the Government which 
issues the bonds. 

25. The revenues from the assigned assets shall be applied as follows to the service of the bonds. 
26. Out of these revenues, the commission or the participating Government, as the case may be, shall 

purchase foreign currencies sufficient to meet at their due date the coupons on all bonds any time outstanding 
in the different foreign currencies. 

27. In addition they shall establish abroad in the appropriate currencies a sinking fund calculated to 
redeem at maturity 10 % of the bonds outstanding in each of the different countries. 

28. Further, in addition to the amounts provided for payment of coupons and for the endowment of the 
sinking fund, they shall establish out of the assigned revenues a special reserve in one or more foreign currencies 
for the redemption of bonds sold in accordance with paragraph 22. 

29. The amount to be set aside for the special reserve shall in each case be determined by the commission. 
30. Any surplus remaining at the end of each year after the provision of these services shall be at the free 

disposal of the participating Government. 
31. A participating Government shall have the right to offer its own bonds as collateral for credits obtained 

for the purpose of importations on Government account. The previous assent of the commission will in these 
cases also be required for the particular importations desired by the participating Government. 

32. If a participating Government which has been in control of its assigned revenues should fail to fulfil 
its obligations, the exporter concerned will notify the commission and the commission will apply to the Council 
of the League of Nations for the transfer of the management of the assigned revenues to the commission. 

33. The consent of the commission is necessary whenever bonds secured on the assigned assets are given 
as collateral and shall as a rule be accorded only for the import of raw materials and primary necessities. 

34 The commission may, however, at its discretion, sanction in advance the importation of specified 
quantities of such goods. 

35. Even in the case of imports under such a general sanction, a notification of the particular transaction 
must be registered with the commission. 

36. The assent of the commission must also be obtained in every case to the term of the credit which 
it is proposed to open. 



ANNEX 2. 

Circular Letter and Annex sent to the Various Governments. 

Geneva, March 20th, 1922. 
Sir, 

The Second Assembly of the League of Nations passed the following Resolution:— 

“The Assembly, having had brought to its notice the continuing gravity of the 
exchange crisis anc1 its dangerous effects upon the economic position and the conditions 
of labour of the working classes, invites the Provisional Economic and Financial Com- 
mittee to carry on urgently its enquiries from various Governments as to the measures 
taken to ensure the application of the resolutions of the Brussels Conference. The 
Assembly further invites the Committee to investigate, in accordance with the Govern- 
ments’ suggestions and as speedily as may be, all practical proposals which may be 
made for the completest possible application of these resolutions.” 

The Financial Committee, which was given the task of putting this decision into force, 
ventures to apply to you, in view of the especial knowledge that you have of the conditions of 
 , and has the honour to ask you if you would be so good as to collect 
the information required to meet the wishes of the Assembly. A note is attached (see 
pages 18 and 19) describing the scope of the enquiry with a view to defining the extent of the in- 
vestigations, and to ensuring uniformity in the replies to be received from various countries. 

It is perhaps scarcely necessary to add that, if you are acquainted with any special state- 
ments or summaries dealing with the financial, monetary or commercial policy of the country 
which forms the subject of your enquiry, prepared either by the Government or by some impor- 
tant body qualified to do so, information of this nature would be of the greatest interest to the 
Committee. 

The Secretariat of the League of Nations at Geneva (Economic and Financial Section) 
has been instructed to act as a centre for receiving replies to this enquiry. The Secretariat would 
be grateful if, in order to expedite the work, you would be good enough to forward the data 
concerning some section (for instance, the monetary policy), as soon as they are collected, without 
necessarily waiting for the full information relative to all of the three sections of which the 
enquiry consists. 

As the Financial Committee will require some considerable time in which to prepare 
a general report for the next Assembly, it will be glad if the full answers to the enquiry could be 
sent in before the end of May. 

I have the honour to be, Sir, your obedient servant, 

(Signed) Eric Drummond, 

Secretary-General. 



Appendix to the Circular Letter. 

Provisional Economic and Financial Committee. 

ENQUIRY INTO THE PUTTING INTO FORCE OF THE PRINCIPLES OF THE 
BRUSSELS CONFERENCE. 

The recommendations of the Brussels Conference can be brought into the following 
categories: 

I. Budgetary measures. 
II. Monetary measures. 

III. Commercial measures. 

With regard to the political measures recommended by the Brussels Conference, the Finan- 
cial Committee, while recognising itself as not, strictly speaking, competent to deal with them, 
is nevertheless of opinion that it would be of value to draw attention to the desirability of 
obtaining information on this point. In fact, certain political measures have a considerable effect 
in matters affecting finance, currency and commerce. 

It is thought that uniformity of method could best be obtained were the Memoranda to be 
divided into chapters corresponding to the foregoing three categories and were the sections of 
each chapter divided in the manner indicated below, corresponding to the Resolutions actually 
passed. 

I. Budgetary Measures. 

A summary of budget development since the summer of 1920 with special regard to. 

1. How far the ordinary expenditure (including the service of the debt) has been 
covered by ordinary revenue (Art. Ill, P. F. ‘). 

2. Whether expenditure on armaments has been reduced (Art. Ill, P. F.). 
3. The extent of unproductive extraordinary expenditure (Art. Ill, P. F.). 
4. The extent of productive extraordinary expenditure (Art. Ill, P. F.). 

1 The initials refer to the Resolutions of the Brussels Conference on Public Finance, Currency and 
Exchange and International Trade (see page 7). 
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5. The policy of the Governments in the case of remuneration granted to officials 
by reason of variations in the cost of living, and the effects of this policy on 
budget conditions. 

6. The existence of subsidies on bread and other foodstuffs, coal and other mate- 
rials (Art. V, P. F.). 

7. Charges for unemployment (Art. V, P. F.). 
8. The financial position of public undertakings: Railways, posts, telegraphs, 

telephones, etc. (Art. V, P. F.). 
9. The introduction of new taxation (Art. VI, P. F.). 

10. Methods of raising money by loans, whether by (a) long-term loans; (b) short- 
term loans in the open market; (c) loans direct from the central bank leading to 
further new inflation (Art. VIII, P. F.). 

11. The influence of foreign loans and trade balances. 
12. The effect of local and provincial finance on the budget of the State. 

II. Monetary Measures. 

A summary of monetary development since the summer of 1920 with special regard to: 

1. The increase or decrease of the note circulation (Art. I, C. E.). 
2. The influence of Government expenditure on currency (Art. II, C. E.). 
3. The repayment of floating debt and the effects thereof (Art. IV, C. E.). 
4. The connection between the Government and the central bank of issue (Arts. 

Ill, IV and XIV, C. E.). 
5. The restriction of granting of credits either by means of the rate of interest 

or in other ways (Arts. V, VI and VII, C. E.). 
6. The existence of any artificial control of exchange with a description of 

its character and its effects. Are foreign holders of bank-notes and credit 
balances treated differentlv from native holders ? (Arts. XIII, XIV and 
XV, C. E.). 

7. The causes and effects of deflation if existing (Art. X, C. E.). 

III. Commercial Policy. 

A summary of commercial development since the summer of 1920 with special regard to: 

1. The abolition or the establishment of prohibitions on imports or exports or of 
special permits; the abolition or lowering of import or export duties, etc. 
(Arts. I, II and III, I. T.). 

2. The existence (or abolition) of price discrimination against foreign trade (Art. 
Ill, I. T.). 

3. The conclusion of (a) commercial conventions; (b) transport conventions 
(Art. VI, I. T.). 



ANNEX 3. 

CZECHOSLOVAKIA. 

The following sections of the report of the Czechoslovak Government were received 
after the major part of the volume had gone to press and too late for inclusion with the main 
report, which will be found on pages 31-56. 
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5. The policy of the Government in the case of remuneration granted to officials by reason of variations 
in the cost of living, and the effects of this policy on budget conditions. 

Before the world war, the emoluments of Austrian state officials were based upon the system 
of estimating the value of work done. They consisted of salary, on a graduated scale divided into 
eleven classes, and house allowance. This latter, which was of four kinds, was calculated in 
accordance with the number of inhabitants in the locality. 

On the basis, however, of special legal provisions, the following amounts were deducted 
from the emoluments of officials: 

(1) Income tax assessed on the emoluments; 
(2) Stamp tax on emoluments paid; 
(3) Appointment tax; 
(4) Premiums on old-age pensions. 

The difficult situation brought about by the war, the rapid rise in the price of articles of 
prime necessity, and widespread poverty, obliged the Government to grant material assistance 
to state officials. . „ , , , 

At the end of 1915 a single subsidy was granted them, but it was very small and was granted 
to certain officials only, who needed it most. . 

As, however, the cost of living continued to rise, it became a matter of absolute necessity 
to settle the question as to what material assistance should be accorded to state officials, on 
rational lines, i.e., having due regard to the fact that the officials most hardly hit were those 
whose salaries were very low, or who had very large families to support. 

In order that the scale of salaries should be just, it became necessary to resort to the system 
known as “supplying food”. This, in the first place, was intended to be supplementary to the 
existing system for the remuneration of work done, during the whole period of exceptional 
conditions brought about by the war. f r • » 

From January 1st, 1916, onwards, an allowance “on account of the high cost of living 
was granted for the year 1916 to state officials in office. This allowance, which was paid m twelve 
monthly instalments, was on a scale graduated partly in accordance with the total of salaries 
and allowances, and partly in accordance with the so-called “family categories based upon the 
number of members in each family. _ . t 1 , , 

Similar allowances were granted later to retired state officials and to widows and orphans 
of state officials. „.  A 

The system of allowances on account of the high cost of living was subsequently improved 
and extended. The number of “family categories” (at first three and later five and eight) was 
increased, and the rate of allowances raised. , 

The state undertook, moreover, from December 1st, 1916, onwards, to pay income tax, 
stamp tax, service duties and pensions premiums. _ . , 

However, even these measures did not meet the continued rise m prices, and the allowances 
had repeatedly to be increased. , , , , jj j • 1 

To these allowances on account of the high cost of living had to be added special supp e- 
mentary allowances, calculated in the same manner and granted in the first place only for the 
period June 1st, 1917, to December 31st, 1917. In November 1917, a new subsidy was granted, 
a single subsidy allocated in accordance with the graduated scale referred to above. 

At the time of the coup d’Etat, state officials enjoyed the following advantages, granted 
on account of the increase in the cost of living: 

(1) The State had undertaken to pay income tax, stamp duty, and duties and 
contributions towards old-age pensions; 
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(2) They were drawing monthly allowances to meet the high cost of living; and 
(3) Half-yearly supplementary allowances in addition to the monthly allowances. 

The Czechoslovak Republic has made the following changes in this system. 
A supplementary allowance in the form of a lump sum was again granted on February 1st 

and on May 1st, 1919, as had already been done in November 1917, in May and in 
November 1918. 

On account of the continued rise in the price of the necessaries of life, the validity of the 
Decrees concerning monthly allowances to meet the high cost of living were prolonged, but 
certain changes were made, in favour of the officials, and an allowance in the form of a lump 
sum was granted in August 1919. 

The increasing rise in prices again obliged the authorities to raise the amount of the monthly 
allowances to meet the high cost of living in 1919, and to change “allowances in the form of a 
lump sum” into quarterly allowances. 

But even these measures were insufficient to meet the incessant rise in the cost of living. 
As from April 1st, 1920, these special allowances became monthly instead of quarterly and were 
payable both to officials in office and to retired officials. 

In 1920, in order to counterbalance the continued rise in prices, it became necessary to grant 
a further allowance, to meet the high cost of living, of almost the same amount, for the period 
November 1st, 1920, to December 31st, 1921. 

In 1921, Law No. 288 /21 in the Official Gazette of Laws and Decrees, granted officials a 
special allowance payable in the form of a lump sum (of the same amount as the allowances to 
meet the high cost of living referred to in the preceding paragraph). 

Towards the end of 1921, the inflation of prices partially ceased. The value of the crown 
appreciated, and prices were somewhat lower. 

The authorities availed themselves of these circumstances in order partially to reduce the 
allowances which had been granted on account of the high cost of living; it thus inaugurated a 
period of deflation as regards the salaries of state officials. 

The Law of December 21st, 1921, No. 495 in the Official Gazette of Laws and Decrees, 
laid down that state officials should pay pensions premiums, deducting these from their personal 
emoluments (8 % of the salaries being taken as a basis for calculating the pension), and 25 % 
of the income tax calculated on the basis of personal emoluments, payments from which state 
officials had been exempted since the commencement of grants to meet the high cost of living. 

This is how the situation stands to-day as regards state assistance granted in order to meet 
the high cost of living. 

In the future the system of state food supplies will probably be abolished and the system 
re-established under which work is remunerated in accordance with the method known as the 
“stabilisation of emoluments”, that is to say, the increase of salaries proper at the expense of 
allowances and assistance to meet the high cost of living, which will be simultaneously and pro- 
gressively reduced. 

The results of the policy followed by the Government of the Czechoslovak Republic in 
the matter of official salaries are shown in the following table (1920 to 1922):— 

Yeax 
Allowances to meet 

the high 
cost of living 

Special allowances 
Second allowance 

to meet the 
high cost of living 

Total 

1920 
1921 
1922 

In Czechoslovak Crowns 
999,800,000 216,000,000 

576,503,771 1,214,755,323 1,214,755,323 
953,748,341 1,723,420,293 1,723,420,293 

1,215,800,000 
3,006,014,417 
4,400,588,927 
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8. The financial position of public undertakings. 

See table on opposite page. 

Chapter 14. Ministry of Finance. 

(a) Tobacco Monopoly. 

(1) In accordance with a provisional statement of accounts which has not yet been approved, 
the financial year 1920 shows a net profit of 601,324,316 Czechoslovak crowns, that is to say 
151,000,000 Czechoslovak crowns over and above the amount estimated. 

(2) During the financial year 1921, the sum of 600,000,000 Czechoslovak crowns was paid 
into the central Treasury. Debts repaid amount to nearly 390,000,000 Czechoslovak crowns, so 
that the net profit, according to the provisional statement of accounts, amounts to about 
990,000,000 Czechoslovak crowns. It is, therefore, 546 millions more than the amount estimated. 

(3) During the first six months of 1922 the sum of 350 million Czechoslovak crowns was 
paid into the central Treasury. This sum is equal to the total estimates for the whole financial 
year. 

(b) State Lottery. 

In spite of the very favourable terms offered to holders of tickets (terms which enable the 
“Loterie par Classes” to compete with similar enterprises abroad), the lottery shows a consi- 
derable and ever-increasing profit, as the following table proves: 

In 1919 Second half, 
” 1920 First 
" 1920 Second ” 
” 1921 First 
” 1921 Second ” 
” 1922 First 

Issue of 60,000 tickets: 
” 100,000 
” 120,000 
” 130,000 
” 150,000 
” 170,000 

Net profit 1,964,340.35 K6. 
3.359.725-84 
4,597,852.— 
5,033,698.05 
5,844,495.— 

As the balance sheet of the last drawing has not yet been finally established, we can only 
give the gross receipts, which amount to 7,388,625 Czechoslovak crowns, which should give a 
net profit of 6,500,000 Czechoslovak crowns. 

Lastly, we may add that 190,000 tickets were issued for the lottery in the second half of 
1922. This lottery produced 11,190,000 Czechoslovak crowns in round figures, so that there 
should be an estimated profit of 10,000,000 Czechoslovak crowns. 

The net profits shown above are those obtained on the various “Loteries par Classes”. 
Such of the latter as take place in the second half of the year cannot be closed before the end 
of April of the following year. The net profits do not in fact correspond with the actual surplus 
indicated in the statement because such surpluses are established on the basis of the balance 
sheet issued at the end of the year. 

Chapter 17. Ministry of Railways. 

Extraordinary expenditure connected with railway construction and the purchase of rolling 
stock appears under the heading of actual expenditure for the year 1920, to the extent of 
1,264,077,410 Czechoslovak crowns. On the other hand, expenditure on investments is not 
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included in the figures for 1921 and 1922, because in 1921 and 1922 these sums were provided 
for under the chapter of “State Investments” and were not included in the ordinary budget. 

According to the provisional balance sheet, investments amounted in 1921 to 1,421,512,303 
Czechoslovak crowns, and in 1922 (up to the end of September) to about 598,000,000. 

Table of Transport Receipts. 

Year 

1920 
1921 
1922 

up to the end 
of September 

Persons 

558,283,350 
720,000,000 
509,600,000 

Parcels 

29,543,090 
60,000,000 
50,400,000 

Goods 
(grande vitesse) 

Goods 
(petite vitesse) 

Total 

(in Czechoslovak crowns) 
101,929,420 
190,000,000 
134,000,000 

2.342,718,230 
2,903,499,100 
1,876,000,000 

3,032,474,090 
3,873,499,10° 
2,570,000,000 

Chapter 18. Ministry of Agriculture. 

State Forests and Lands. 

As regards the net profits, it should be pointed out that the profits on State forests in Bohe- 
mia are much higher than on forests in Slovakia and Sub-Carpathian Russia. They amount in 
Bohemia to 370 Czechoslovak crowns per hectare, whereas in Slovakia they average 40 Czecho- 
slovak crowns, and in Sub-Carpathian Russia 30 Czechoslovak crowns only. 

These differences arise principally from the way in which the exploitation of the forests 
is organised and the greater or lesser facility with which felled timber can be moved. In Bohemia 
the forests are served by a good system of communications, whereas in Slovakia and Sub-Car- 
pathian Russia, where the largest State forests are situated, certain regions cannot be exploited 
in the normal way owing to inadequate communications. Accordingly, expenses, particularly 
those connected with transport, are very high. Under present conditions, these disadvantages, 
aggravated since 1921 by a complete stagnation of the timber trade, can only be remedied 
gradually. 

The timber trade in Slovakia and Sub-Carpathian Russia can find no outlet except in Hun- 
gary and Austria, where business is almost at a standstill on account of the great differences 
in currency values, and the very high cost of production and railway tariffs. 

Moreover, the forests in Sub-Carpathian Russia consist for the most part of beech-trees, 
which only furnish a small quantity of building timber, while wood for burning and charcoal 
are products which it is very difficult to dispose of, for the reasons stated above. 

Chapter 23. Ministry of Public Health and Physical Culture. 

The Spas belonging to the State in Slovakia were transferred, in conformity with a resolu- 
tion adopted on August 20th, 1919, by the Council of Ministers (Decree of the Ministry of Agri- 
culture of October 8th, 1919, No. 26205) to the administration of the Ministry of Public Health 
and were, in 1919, under the direction of the Health Office in Slovakia. 

The State Radiotherapeutic Institution at Jachymov was transferred on January 1st, 1922, 
from the administration of the Ministry of Public Works to that of the Ministry of Public Health. 



— 241 

In connection with expenditure on State spas in Slovakia, it should be pointed out that, 
after the revolution, it became necessary to expend considerable sums on putting these enter- 
prises into working order once more. All the thermal establishments had been pillaged either 
by the Magyars, or when the Bolshevik invasion took place, and it has been necessary to carry 
out most comprehensive repairs, in order to resume the successful conduct of these enterprises 
and cater satisfactorily for the visitors. 

It has also been necessary to settle certain questions of a legal nature, for instance, to abolish 
the Inspectorate-general and" to establish the State ownership of the Strbske Pleso Spa, which 
had been leased to a private company. Under its former ownership the conditions of this estab- 
lishment had become deplorable. The reorganisation of this spa cost in round figures 200,000 
Czechoslovak crowns. 

The Herlany Spa, which had to be entirely renovated, was opened to visitors on May 1st, 
1922. 

Lastly, 600,000 Czechoslovak crowns were paid out this year on extraordinary expenditure 
in connection with the “Artel” Company in Prague and the “Societe d’Art industriel” at 
Bratislava, for the construction of the new hotel “Hviezdoslav”, which was opened at Strbske 
Pleso. 

All restaurants in the cure-establishments have been leased out. Only the hotels and their 
appurtenances are under State administration, and general rules have been drawn up for their 
management. 

11. The influence of foreign loans and trade balances. 

The following are the figures for the foreign trade of Czechoslovakia for 1920 and 1921 
and the first half of 1922. 

Total imports 
Total exports 

Export surplus 

1920 
In millions 

of metric quintals 

39-1 

69.0 

29.9 

In millions 
of Kg 

23,383 
27,569 

4,l85 

1921 
In millions 

of metric quintals 

39-6 
96.4 

56.8 

In millions 
of Kg 

22,436 
27,312 

4,876 

1922 (January to June) 
In millions of metric 

quintals 

Total imports  17,590 
Total exports  47,266 

Export surplus  29,676 

These figures show a considerable trade balance in favour of Czechoslovakia. 
As is shown by the Banking Office of the Ministry of Finance, which controls commercial 

transactions with a view to making sure that such foreign exchange derived from exports as is 
at a premium is actually placed at the disposal of the Czechoslovak exchange market, the export 
surplus in the trade balance is exercising a favourable influence on the stabilisation of the Czecho- 
slovak crown. This influence has probably not been weakened to any extent even by the payment 
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of the interest and amortisation of the State loans, which, during that period (January 1st, 
1920, to June 30th, 1922), amounted to 199,271,077.69 Czechoslovak crowns (cf. Appendix I). 

In addition to these payments to the public debt account for interest and amortisation, 
payments from the cash available have also been made on account of the purchase of cereals, 
both interest and capital, which have taken the form of an advance to the Cereals Office to an 
amount of 798,124,374.81 Czechoslovak crowns, an amount which, it is true, has already been 
shown in the foreign trade balance under the heading of imports, particularly of wheat and flour. 

Appendix I. 

The following table gives the service of the foreign debt, both interest and amortisation, 
provided for in the budgets for the fiscal periods 1919, 1920,1921 and 1922 (as on June 30th, 1922). 

Year 

1919 

1920 

1921 

On June 
30th, 
1922 

Credit 

(a) Italian credit 
granted for the purchase of raw ma- 
terial and goods, 26,000,000 lire 

for [a) 
(b) French credit 

for (b) 
granted for the purchase of war stores 
and horses: bonds for 100,000,000 
French francs and 1,149,212 dollars 

for (c) 
(c) English credit 

for {a) 
For the purchase of goods and 

food supplies and for the cost of 
transport (bonds for £336,116) 

for {a) 
for (c) 

{a) French credit for the mainte- 
nance of the Czechoslovak army in 
France:   
(Bonds for 28,152,226.60 French 
francs). 

(b) English credit granted for the 
purchase of goods and food supplies 
and for cost of transport  

(Bonds £429,564 ns.gd.) 
Bankers’ credits in German marks: 

100,000,000 marks   

Paid to the 
interest account | capital account 

22,432,714.80 

35,017,978.32 
8,246,581.43 

6,714,384.14 

2,580,000.— 

50,716,973.- 

21,612,446.— 

51,950,000. 

Total 

Total 

50,716,973.— 

22,432,714.80 

21,612,446.- 

35,017,978.32 
8,246,581.43 

6,714,384.14 

2,580,000.— 

51,950,000.— 

199,271,077.69 
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Appendix II. 

The following table gives the service of the debt, both interest and amortisation, not pro- 
vided for in the budgets for the fiscal periods 1919, 1920, 1921 and 1922 (as on June 30th, 1922), 
and met out of the cash available in the form of an advance for the Cereals Office. 

Year 

1919 
1920 
1921 

1922 

Credits 

(a) Bankers’ credits in German 
marks: 310,000,000 marks . . . . 

(b) English credit granted for the 
purchase of flour: £2,000,000 . . . 

English credit granted for the 
purchase of flour: £2,000,009 . . . 

Paid to the 
interest account capital account Total 

20,624,844.— 

40,394,765.75 

8,400,008.— 

300,013,631.40 

229,420,047.97 

Total . . 

320,638,475.40 

40,394.76575 

237,820,055.97 

598,853,297.12 

Summary. 

Czechoslovak crowns 

I. Payments in respect of interest and capital . 199,271,077.69 
II. ditto ditto . 598,853,297.12 

Total .... 798,124,374.81 

January 25th, 1923. 
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