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On 14th December 1939 the Slovak Government approved 
the State Budget for 1940. That same day it was laid before 
Parliament, when Dr. Pruzinsky, Minister of Finance, delivered 
a lengthy expose in which he made the legislators acquainted 
with the general economic situation in Slovakia and the details 
of the State Budget.

Speaking of economic conditions, Dr. Pruzinsky began with 
generalities. He established the fact that “ the economic 
independence of Slovakia was achieved extremely rapidly and 
without any serious hitch, in the March of 1939. Production 
continued at a practically unchanged level, despite the fact that 
after its political separation from Bohemia Slovakia was left 
without foreign exchanges, that is to say the international legal 
tender necessary for the purchasing of raw materials". In respect 
of the question whether Slovakia as an independent State was 
viable economically the Minister of Finance's opinion was that 
an answer in the affirmative could be given. It was clear, he 
thought, that "all the conditions of successful economic develop
ment were to hand in Slovakia, provided normal international 
relations were restored."

These opening statements would certainly have been a 
source of great satisfaction to every friend of Slovakia, had not 
Dr. Pruzinsky shown in the rest of his expose how little ground 
there was for his official optimism.

The following was his picture of the general economic 
situation in Slovakia:

Coal-production was satisfactory (although by far the 
greater part of the coal consumed in the country is imported 
from abroad.) The situation of the branches of industry manufac
turing wood products (e. g. celluloze and paper) was satisfactory. 
This was also true of the textile industries, though there was 
a shortage of raw materials, and of the provision industries. Build
ing was entirely at a standstill, as were also naturally the 
industries producing building materials. According to the 
Minister of Finance, industrial employment at the beginning of 
the year had depended chiefly on the possibilities of exporta
tion. After the war broke out it depended on whether industry 
could procure the necessary raw materials, half manufactured 
goods and complementary materials, and the foreign exchanges
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required for their purchase. We find no answer to his own ques
tion in the Minister's expose, but in connection with it he pointed 
to one of the most important problems of Slovak economic life, 
the enormous clearing debts owing to Slovakia by the Czecho- 
Moravian Protectorate and the German Reich, which even at 
the most cautious estimate must be about 700 million Slovak 
crowns. At present the Czecho-Moravian Protectorate and Germany 
cannot pay that commercial debt except with coal. But 
Slovakia’s annual imports to those countries barely amount 
to the value of 200 million Slovak crowns, and part of that 
quantity is imported from other countries. Thus it will be years 
before Slovakia's clearing claims are paid, even if no more 
exports are sent to the Protectorate or Germany. In Dr. Pruzin- 
sky’s opinion it cannot be a matter of indifference from the 
point of view of national economy when the seller or producer 
receives the countervalue for the goods supplied; for delayed 
payments might easily be responsible for a great and dangerous 
strain on the capital markets. No solution of this problem, the 
Minister said, had yet been found.

Unemployment had decreased in Slovakia in 1939. This 
was largely due to the work afforded by the extensive invest
ments made by the State Administration, especially the building 
of roads and railways, and also to the circumstance that many 
Slovak labourers had found work in Germany. According to 
some authorities the number of the latter, including both 
industrial and agricultural labourers, was about 140.000. If, 
now, considering that in the past, before the country became a 
separate State, there were no more than 70.000 unemployed in 
the area of present day Slovakia, we may establish the fact 
that the employment of the out-of-work in inland production 
has by no means progressed as favourably as the Minister of 
Finance's expose would have us believe.

So far as agriculture was concerned, Dr. Pruzinsky said 
that the situation was satisfactory. The independent Slovak 
wheat monopoly ensured profitable prices being paid to the 
farmers for their grain, while the cattle-marketing syndicate 
endeavoured to make cattle-breeding a profitable branch of 
agriculture. On the other hand, however, we learn from a speach 
made by M. Danihel, M. P. during the debate on the Budget, 
that the possibilities of marketing animals in Slovakia today are 
seriously deteriorating.

According to the Minister of Finance, Slovakia's foreign 
trade, despite the foregoing, was satisfactory. He did not see 
fit to state his grounds for this statement.

The Slovak currency, the Slovak crown, according to Dr. 
Pruzinsky, was stable money, and it was to the interest of 
national economy that it should continue to be stable, for only 
then would it be able without a hitch to perform its tasks as
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legal tender, as a universal medium of exchange and as a 
standard of value. Dr. Pruzinsky on the whole condemned 
inflation, as inflation in his opinion would affect primarily the 
poorer and socially weaker classes of the population. For this 
reason he would do all in his power to keep the Slovak crown 
at a stable level. We do not, however, learn from his expose by 
what means and methods the Minister of Finance hopes to 
achieve this exceedingly desirable result. The value of the Slovak 
crown has been fixed by an Order in Council on a par with the 
Czecho-Slovak crown, and the same Ordinance also fixes the 
gold value of the Slovak crown. The percentage of gold cover 
was not fixed by this Order, so that the Slovak crown partakes 
of the character of a manipulated currency.

The fact is that the Slovak National Bank has no gold or 
foreign exchanges or other cover for the Slovak crown. There 
are no measures restricting the issue of banknotes. The State 
may make unrestricted use of the resources of the National 
Bank. The Bank is obliged to lend the State 100 million Slovak 
crowns free of interest, any further sums required to be lent 
at the current discount rate. Besides the Slovak banknotes, there 
are Czecho-Slovak Treasury notes in circulation in the country 
to the value of about 470 million Slovak crowns, and the Bank 
is also entitled to issue, token money, which, however, must not 
exceed 200 Slovak crowns per head of population. If we count 
the number of Slovakia’s inhabitants, we shall see that the “token 
money”  in circulation (mostly 10 and 20 crown notes) may 
easily amount to 550 million crowns. Actually, then, the money 
in circulation in Slovakia is as follows: according to the report 
issued by the Slovak National Bank on 30th November 1939, 
the value of the banknotes in circulation was 1.331 million 
Slovak crowns. The total value of the gold and foreign exchange 
cover for this sum is 52.5 million Slovak crowns, that is to say 
only a fraction of the value of the banknotes in circulation. The 
Treasury notes in circulation amount to 470 million Slovak 
crowns, and the “token money" in circulation presumably 
approaches the highest limit allowed, 550 million Slovak 
crowns. In reality, therefore, the money in circulation in Slovakia 
today is about 2.350 million crowns.

When we consider that in Czecho-Slovakia, with a popula
tion of 15 million inhabitants, the money in circulation, includ
ing Treasury notes and token money, never exceeded 8 or 9 
thousand million Czecho-Slovak crowns, when we remember the 
well known fact that the potential economic strength of the
2.700.000 inhabitants of present-day Slovakia is at best no more 
than 50% of that of the former Czecho-Slovak population, it will 
be apparent that the money in circulation in Slovakia today 
ought not to be more than 700 or 800 million Slovak crowns. 
In reality it is three times that amount, and we cannot be far
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wrong if we say that Slovakia's finances today decidedly bear 
the stamp of inflation.

Whether in these circumstances it will be possible to 
maintain permanently the stability of the Slovak crown, is a 
question that only the economic developments of the near future 
can answer.

A  separate financial problem arises from the circumstance 
that Slovakia has an agreement with Germany in terms of which 
the Slovak National Bank must pay the savings of the Slovak 
labourers working in Germany to their families in Slovak crowns, 
and, for the present, to the debit of the Slovak State. This item 
alone amounts to millions a month and merely increases the 
necessity of issuing new banknotes. The Minister of Finance 
hopes to solve this difficult problem in the future by means of 
a manipulation with German coal, but so far this expedient has 
not been used.

Dr. Pruzinsky also spoke of banking matters, especially of 
the bank moratorium, which, he said, had not adversely affected 
deposits. He mentioned the proposed establishment of aa 
independent Slovak mortgage and municipal bank and a Slovak 
Stock Exchange at Pozsony, the centralization of Slovak banks, 
and the beneficial effects to be expected therefrom on the 
evolution of capital and credit policy. Speaking of communica
tions, the Minister declared that conditions were satisfactory 
and that the food and other supplies of the population seemed 
for the present to be assured.

The picture of the Slovak currency, i. e. the Slovak 
monetary system, given above and Slovak economic conditions 
in general, by no means justify Dr. Pruzinsky's optimistic views 
concerning Slovakia’s ability to procure the necessary supplies 
of foodstuffs and raw materials.
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