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CZECHOSLOVAKIA

FINANCIAL SITUATION OF CZECHO-SLOVAK STATE 
WORSE THAN EVER

The "Venkov” , the principal organ of the strongest Govern
ment Party, the Czech Agrarian Party, has published a leading 
article on the financial situation of the Czecho-Slovak State. 
This article, which attracted much attention, was written by 
M. Broz, a Czech authority on political economy, and amongst 
others contains the following passages.

"Since the beginning of the crisis no Budget has been 
balanced; there has been a deficit every year, a large deficit of 
from 1 to 3 thousand million Czech crowns. This year's Budget 
will also show a deficit. The burden of indebtedness grows ever 
heavier and no signs of improvement are visible in private en
terprise. At the most a certain briskness was caused by an 
increased volume of public orders which will last while they 
last. If we want to keep employment at its present level, money 
must be forthcoming for public orders, for there are no private 
investments to compensate for a lack of public investments. On 
the contrary we see now the amount of capital invested in our 
economic life is steadily decreasing.”

M. Broz next goes on to say that the present financial 
policy must be revised without delay: —

"A  critical period lies before us. The Treasury has already 
told us that next year's expenditure will be 1500 millions more 
than this year. In addition to this there are the extra sums 
needed for further armaments. Who is to pay this, and how? The 
Financial Administration has a difficult task before it, a task 
not to be accomplished by the methods hitherto employed. It is 
impossible to increase State expenditure on the one hand and 
on the other to restrict private business, the profits of which 
should cover State expenditure. The solution of the problem may 
be postponed for a time; the means employed hitherto may work 
for a short period; a certain sum may be borrowed from foreign 
countries, and a new internal loan floated. A ll this, however, 
will merely defer and complicate the final settlement. The whole 
financial machinery of the State will become dependent on the 
Bank of Issue, which has ceased to be the last creditor and has
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become the first. Shortly we shall be in the same position as 
France was not long ago."

At the end of his article M. Broz offers the following 
warning to Government:

"Our national accounts are not in order. In a time of 
seeming improvement we have entered upon an era of financial 
difficulties which will be apparent before autumn sets in and 
which will increase next year. Our problem is particularly difficult 
and complicated because the gold reserve of the Bank of Issue 
is steadily on the decrease. On this account capital takes flight 
to foreign countries and the normal exchange of money with the 
latter grows more and more difficult. It would be high time for 
our Government, following Roosevelt's example, to form a "brain 
trust” and at last attempt to solve our financial problems once 
and for all.

"The longer this is postponed, the worse. Today everyone 
sees that the methods of the past lead us nowhere. The financial 
situation of the State is worse than it has ever been before, in 
spite of the fact that the industrial concerns which have been 
made presents of State contracts are working to the limit of 
their capacity. The questions everyone asks are: “What comes 
next? How long will this last?” —  y  —

SUGAR SCANDAL

Last month the economic life of Czecho-Slovakia was dis
turbed by a grave scandal in connection with sugar. According 
to a Czech Opposition newspaper, the Sugar Cartel placed 700 
wagons of sugar at the disposal of the Government Parties to 
be distributed not only among the registered unemployed, but 
also among certain circles standing close to those Parties. The 
Burgher Parties received 400 and the Socialist Parties 300 
wagons of sugar at a price below the ordinary sale price. The 
obvious object of this transaction was to finance out of the profits 
the parish council elections due in autumn, but which will pro
bably be postponed, as the Government is doubtful of obtaining 
satisfactory results. —  y  —

HUNGARY

FINANCIAL POSITION OF HUNGARY IN THE SECOND 
QUARTER OF 1937

In his twenty-third report on Hungary's financial position, 
Mr, Royall Tyler, the Representative in Hungary of the Financial 
Committee of the League of Nations, has summed up for the
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second quarter of 1937 in the followings the general financial 
position of this country.

"(1) A  big step has been taken towards overcoming the 
difficulties Hungary has had to contend with since the 1931 crisis 
and the ensuing default. Foreign debt service will now, broadly 
speaking, be paid in exchange on a basis agreed with the creditors, 
the present arrangements being for three years, save for the 
League Loan, where it is permanent. The creditors' position will 
improve. Some interest will be paid on debts on which none has 
been paid in recent years. Capital repayment, in the form of 
purchase by tender, will begin in the case of the 1930 and 1931 
Treasury Bills.

"(2) In the case of the Reconstruction Loan (1924 League 
Loan), Hungary’s premier security, the Government, with the 
support of the League Loans Committee, London, has offered 
the bondholders a permanent settlement (see I, 2(g ), below) 
interest to be paid in exchange at a higher rate than latterly, as 
from the service year beginning August 2nd, 1937, and, as from 
August 2nd, 1940, amortisation to proceed by repurchase on the 
market.

"(3) In the case of most of Hungary's Edeldevisen  debts, 
both public and private, other than the Reconstruction Loan, 
offers have been made with the support of the various creditors' 
associations, or actual agreements have been concluded, all on a 
three-year basis (the Standstill for one year twice renewable), 
with direct payments in exchange. (For details, see I, 2 (e ), I, 4, 
and I, 5(a ), (d )  and (e ) .)  Where no formal offer or agreement 
has yet been made, negotiations are in course and have reached 
an advanced stage, except in the case of debts, representing a 
small part of the total, where no means have been found for 
starting collective negotiations.

"(4 ) These debt agreements will mean a considerable in
crease, both in the pengo amounts which the Treasury has to 
provide for the purchase of exchange from the National Bank, 
and in the total amount of free exchange, now to be the equi
valent of some 45 million pengo (gold) per annum, transferred 
by the National Bank for debt service. Allowance being made 
for the supercharge required to secure transfer, there will be no 
change in the pengo amounts payable, as hitherto, into the Cash 
Office of Foreign Credits (National Bank) by debtors other than 
the State. The National Bank, during the last two years, has 
built up its internal position, and should now be able to carry 
out the necessary transfers without prejudice to the country's 
interest, provided that present possibilities for obtaining the 
necessary foreign exchange continue during the period covered 
by the proposal.
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“ (5) Finally, in case the National Bank's Edeldevisen  
receipts in the next three years leave a surplus, the National 
Bank is to be free to apply that surplus, in its own discretion, 
to strengthening its own position or to additional reduction of 
foreign debt,

“ (6) The conclusion of these agreements shows that Hun
gary, while obliged, in the depression years, to take measures 
to protect the internal value of her currency, has not lost sight 
of the importance of making every effort, subject to that one 
condition, to meet the claims of her creditors, which she has never 
ceased to recognise.

"(7) In 1936/37, for the first time in seven years, the 
Administration's receipts left a surplus (12 million pengo) over 
expenditure, including the losses of the State Undertakings. The 
actual improvement in the Treasury position is greater than this 
figure indicates, as certain amounts of untransferred debt service 
have been reborrowed. Administrative receipts were 8.5% higher, 
expenditure 4.7% higher, than in 1935/36.

“ (8) There has been no borrowing, in the past year, on the 
internal market. Increases in the State’s floating debt correspond 
mainly to advances from the National Bank towards the carrying- 
out of the Agrarian Debts Relief and Land Settlement schemes, 
in conformity with the programmes already described in these 
reports.

“ (9) Results of the State Undertakings are also more 
favourable than they were last year, allowance being made for 
the fact that the State Railways have, in the last few months, 
repaid a 20-million-pengo loan,

"(10) The estimates for 1937/38, as reproduced in my last 
report, have been voted by Parliament without change. In con
sequence of the debt agreements that have just been concluded, 
the amounts to be entered for foreign debt service will be lower 
than those, representing service at full contractual rates, that 
have appeared in past budgets. On the other hand, there will be 
no more reborrowing of untransferred debt service, and the 
actual cost to the Treasury will be greater by some 19 or 20 
million pengo yearly. But, even apart from this, budget expendi
ture increases, and an investment programme outside the budget 
is to cost 19 million pengo more than it did last year. The level 
of expenditure is thus rising —  a tendency which it would be 
advisable to restrain. Receipts are cautiously estimated.

"(11) The National Bank's holdings of gold and foreign 
exchange, taken together, have increased over the last quarter, 
and have been appreciably strengthened in the course of the 
year 1936/37.
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“ (12) The abundant harvest of 1936 has continued to 
influence the foreign trade position, which shows, for six months 
to June 30th, an export surplus of 74.7 million pengo, the largest 
recorded for any comparable period since the war. Imports have 
declined; but when allowance is made for the abnormal fodder 
imports early in 1936, following the short crop of 1935, other 
imports have not decreased. And in the last three months the 
tendency has been an increasing one here, too.

"(13) While the cereal crop this year will be less than that 
of 1936, the difference will perhaps turn out not to be as large 
as at one time had been feared. The autumn crops appear to be 
doing well.

"(14) I am indebted to Mr. Henry J. Bruce, Adviser to the 
National Bank, for the data on which are based the sections of 
this report dealing with the Bank and exchange control."

— y —

THE REGENT OF HUNGARY AND THE IRRIGATION
SCHEME

At a meeting of the National Lowlands Commission held at 
Szolnok on August 17th, Admiral Nicholas Horthy, Regent of 
Hungary, when replying to the address of welcome of the Pre
sident, dealt exhaustively with the scheme for the irrigation of 
the country.

According to the Regent, the work now being initiated by 
Hungary is the first stage in the enormous enterprise which in 
the course of the following decades will result in making suitable 
for systematic cultivation a considerable part of the szik-lands 
(alkali soils) which are now either barren or very difficult to 
cultivate and, by as far as possible rendering the farming 
operations of the Lowlands independent of the caprices of the 
weather, in securing a yield in excess of that obtained today. 
The sums invested for this purpose will remain entirely in the 
country and will serve for the most part to raise the standard 
of life of the small holders, agricultural labourers and farm 
servants. The solution of the problem of irrigation will prove 
of advantage also to the other classes of the country, because 
it will lead to a vigorous increase of the accumulation of capital. 
All the esential conditions of enrichment are to hand in Hun
gary. Her agrarian produce is practically the best in the world, —  
that applying not only to the wheat of the Tisza region, but also 
to Hungarian live stock, game, wine, dairy products, fruit, silk 
etc. Numerous foreign markets have already realised the excellent 
quality of the best Hungarian agrarian products. As a con
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sequence of its favourable geographical position the country is 
able, by means of the Budapest free port, to connect the Near 
East too with the trade of Central Europe; while the increase of 
its fleet of Danube-oceangoing boats may lead to the develop
ment of an intensive commercial navigation system. The irriga
tion scheme will be carried out gradually, step by step, without 
causing too great a strain on the public finances or endangering 
the equilibrium of the Budget. One reason sufficient in itself to 
make the provision with water of the suitable areas a gradual 
process, is that the inhabitants of those areas must in the mean
time be trained to employ the system of farming by irrigation.

According to a report supplied by Hugo Lampl, Ministerial
Councillor, in Hungary so far an area of altogether 6.7 million
cadastral yokes (1 cadastral yoke =  0.57 hectare) has been 
exempted from inundation by diking and placed in the service 
of agriculture. Now that the work of diking and of carrying off 
ground water has been completed, there is nothing to prevent us 
beginning the hydraulic works required to ensure the intro
duction on as large a scale as possible of the system of farming
by irrigation. On the basis of general plans drafted during the
course of the past year the Government has —  under Act XX. 
of 1937 —  secured a credit o f altogether 80 million pengo to be 
provided during a period o f 14 years in yearly  instalments o f not 
less than 5 million pengo —  for the purpose of initiating these 
works and of furthering the best possible utilisation of the irriga- 
ton works. The scheme now being carried into effect consists of 
three parts. The main part of the scheme is the network of chan
nels altogether 280 kilom etres in length  for carrying the water 
from the river swollen by the action of the dam erected on 
the Tisza at Tiszalok. This system of channels will be 
supplemented by four reservoirs situated in the plain with a 
total capacity of 220 million cubic metres of water which may be 
filled for emergency in the event of the volume of water in the 
Tisza being insufficient to allow of it being drained for irrigation 
purposes without prejudice to shipping. The volume of water 
available —  60 cubic metres a second —  will make it possible 
to irrigate a total area of roughly 200,000 cadastral yokes. The 
second part of the scheme deals with an irrigation channel fed 
by pumps. One of the pump plants is to be constructed at Tisza- 
fiired and the other at Algyo; each of these plants providing 4— 6 
million cubic metres of water and thus making it possible to irrigate 
altogether 30— 40,000 cadastral yokes. The works included in the 
third part of the scheme have as their object to extend  the na
vigable section o f the K oros and to irrigate the valley of the 
Koros. From the river swollen by a dam to be erected at Be- 
kesszentandras on the Koros it will be possible to divert direct 
into the stagnant beds and to accumulate in the same a volume 
of 10,000,000 cubic metres of water, that making it possible to
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ensure the irrigation o f 25,000 cadastral yokes in the valley of 
the K oros. After the carrying into effect of the tripartite scheme 
described above it will be possible to introduce the system  o f 
farming by irrigation on an area o f altogether 260— 300,000 
cadstral yokes.

IN THE BUDGETARY YEAR 1936/37 THE REVENUE OF THE 
PUBLIC ADMINISTRATION EXCEEDED THE EXPENDITURE 

BY 82.7 MILLION PENGO
According to the June Report of the Minister of Finance 

relating to the financial situation of Hungary the expenditure of 
the public administration of the country in June amounted to 
82 million pengo and the revenue (exclusive of the receipts under 
the head of loan administration) to 85.2 million pengo, the re
venue o f the State Administration having thus been 3.2 million 
pengo in excess o f the expenditure. The sums appropriated in 
June out of the foreign creditors' fund for investments purposes 
amounted altogether to 0.8 million pengo.

The total expenditure of the public administration during 
the whole course of the budgetary year  1936/37 —  exclusive of 
the investments to be secured out of special loans —  amounted 
to 788.9 million pengo and the revenue (exclusive of the receipts 
under the head of loan administration) to 871.6 million pengo, 
—  that meaning that the revenue o f the State Administration 
exceed ed  its expenditure by 82.7 million pengo. The sums taken 
up by the public administration for the purposes of investments to 
be secured by loans from the foreign creditors' fund amounted 
altogether to 5.8 million pengo.

The amount received during the fiscal year 1936/37 under 
the head of sums paid out in connection with the service of the 
League of Nations Loan but subsequently borrow ed  against 
Treasury Notes, was altogether 18.5 million pengo. In addition, 
Treasury N otes o f the face value o f altogether 13 million pengo 
w ere deposited  with the foreign creditors’ fund in connection 
with the service of foreign debts due by the State.

The total expenditure of the State undertakings in June 
aggregated 54.6 million pengo, their receipts aggregating 38.8 
million pengo, that showing an excess o f expenditure in the case 
o f these undertakings of altogether 15.8 million pengo. The sums 
appropriated in June by these undertakings for the purposes of 
investments to be secured by loans from the foreign creditors' 
fund amounted to 800,000 pengo.
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The total amount of the expenditure of the State Under
takings in the budgetary year 1936/37 —  exclusive of the in
vestments secured by special loans —  aggregated 482.2 million 
pengo and the receipts 426.5 million pengo, that showing a de
ficit o f 53.7 million pengo on the operations o f the State under
takings in the budgetary year 1936/37. The sums appropriated 
during the same period by the State undertakings for the pur
poses of investments to be secured by loans from the foreign 
creditors' fund aggregated altogether 5.2 million pengo. During 
the said budgetary year the State administration advanced sums 
amounting to altogether 65 million pengo to secure the deficit 
on the operations o f the undertakings.

RUMANIA

ACTION TO SECURE THE ASSETS (VALUED AT SEVERAL 
MILLIONS) OF THE TEMESVAR EXCHANGE

The Temesvar Produce Exchange, the Lloyd Company, 
which was established 72 years ago, is the object of a fusilade 
of attacks the aim of which is to deprive the Company of its 
beautiful building and real estate valued at 20.000.000 lei. The 
Lloyd Company has been accused of not fulfilling the tasks laid 
down in its statutes and of serving solely minority, primarily 
Jewish, interests. The Ministry of Commerce has investigated 
the matter, and independently of this investigation the President 
of the Temesvar Rumanian Produce Market has filed a petition 
with the Court of Law, deminding that the Lloyd Company be 
deprived of its rights as a fictitious person and that its property, 
valued at 20,000.000 lei, be transferred to the Rumanian Produce 
Market, The date on which the case is to be tried has been fixed 
already by the Temesvar Court of Law. Minority public opinion 
has every reason to be anxious when a Rumanian company 
claims the right to property of 20.000.000 lei belonging to a 
minority company, particularly as this is no isolated case. For 
the new Rumanian Industrial Act has transferred the property 
of the purely minority industrial corporations to the Chambers 
of Industry and provided ways and means of laying claim to 
the property of minority industrial concerns not belonging to the 
industrial corporations ("Hirlap", Aug. 14). —  y  —
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INCREASING BURDEN OF TAXATION WEIGHS HEAVY
ON TRANSYLVANIA

When this year's taxes were being assessed 70%> of the total 
burden of taxation was imposed on Transylvania, whereas only 
35% of the inhabitants of Rumania live there. —  In the county 
of Maramaros, for instance, taxes were raised by 436% (15 
million lei) and by 337% (37 million lei) in the county of Also- 
feher. —  Nor must it be forgotten that 65% of Rumania's 
industrial and commercial life is claimed by the Regate (pre-War 
Rumania) and only 35% by Transylvania (“Hirlap", Aug. 12).

—  y  —

FIRST STEEL WORKS IN RUMANIA
The first Rumanian steel works have been opened in 

Hunyadoara (Transylvania). Among those present at the opening 
ceremony were M. Pop, Minister of Commerce and Industry, and 
General Glatz. The factory — it is said — will supply 30% of 
the requirements of the Rumanian armaments industry. — y  —

PUBLIC HYGIENE STATISTICS
According to the “Timpul”, of Bucharest, there is one doctor 

to every 508 persons in the towns, but only one to every 12.297 
in the country. There is one hospital bed to every 32.000 
inhabitants and one nurse to every 53.075 (“ Joestet”) —  y  —

YUGOSLAVIA

YUGOSLAVIA HAS CONTRACTED TO SUPPLY IRON ORE 
TO HUNGARY, RUMANIA AND CZECHO-SLOVAKIA

The management of the Yugoslav State Mines has made a 
contract with the foundries in Hungary, Rumania and Czecho
slovakia, in terms of which she has bound herself to export
400.000 tons of iron ore to the above mentioned countries. Pay
ment will be made according to the commercial and clearing 
agreements in force. —  y  —

YUGOSLAV MAIZE HARVEST

According to Yugoslav reports, thanks to the good crop of 
maize, an export surplus of 100.000 carloads is expected (1 car
load =  10 tons). —  y  —

60



P O LITICA L EC O N O M Y

NEW CO-OPERATIVE SOCIETIES ACT MAKES IT 
IMPOSSIBLE FOR MINORITY CO-OPERATIVE SOCIETIES

TO FORM A UNION
The new Co-operative Societies Act, which unifies the 14 

preceding Acts, contains a provision that at least 300 co-operative 
societies are required for the formation of union. This provision 
makes it practically impossible for minority co-operative societies 
ever to form one. This is particularly true of Hungarian minority 
co-operative societies, the number of which has been reduced by 
various administrative measures from 230 to 17 since the change 
of rule. The formation of new Hungarian —  especially agricultural 
—  co-operative societies is greatly hindered by the fact that 
Hungarian claimants have been excluded from the benefits of 
the agrarian reform and by the over-taxation which has plunged 
the Hungarian farming population into extreme poverty.

—  y —
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