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THE REGULAR STEAMSHIP LINES OF FINLAND.

The ports in Finland are generally icebound
during the winter, i. e. from January until April,
" sand until the end of the last century all naviga-
tion-ceased for the winter, but with the develop-
ment of industries and the growth of exports, the
etablishment of regular traffic from the Finnish
ports independent of the season became a matter
of great importance. Particulanly the exports of
paper and butter were dependent upon the possi-
bility of regular sailings from the Finnish ports.

Since 1891 there has been a steamship ser-
vice between Finland and England during the
whole year -— the Finnish boats sailing from
Hangd or Abo to Hull — and gradually more and
more steamers were put on +this line. Winter
traffic has since then been developed amd there
are now winter lines from Finland to Co-
penhagen, Hull, Libeck, Stettin and Stockholm,
which include passenger service, and to Lon-
don, Liverpool, Antwenp and Rotterdam for
cargo only. The Government ice-breakers —
amongst the strongest in. Europe — are stationed
at Abo and Hangd during the winter and are
naturally of great assistance to the traffic.
Between Abo and Stockholm there are three
sailings every week, this’ line being regarded as
the principal winter mail route.
~All these regular lines and several other con-
nections are kept up during the summer naviga-
tion, i. e. from- May to December. It may be men-
tioned that there are lines between Wiborg, Hel-
singfors, Abo, Wasa and the principal ports of
Germany; also between Helsingfors and Rewal,

Riga, Danzig; there are also miore sailings during
this period on the lines to England. Further,
during the summer there is a great tramp-
steamer  traffic to  Finland, maintained
especially by Norwegian and British stea-
mers, which come to the timber-exporting ports
and carry timber cargoes from Finland. The
regular lines are maintained by Finnigh steam-
ship companies, i. e. The Finland Steamship
Company, the Wasa Nordsjé Company, and the
Transito and Bore Companies in Abo. Most of
the Finnish steamers, egpecially those of the Fin-
land Steamship Company, are icestrengthened
and are able to break their way through the ice.
It s to be noted that a regular traffic to Fin-
land is possible only by means of specially built
steamers.

‘Ocean lines are non-existent, and goods frcm
Finland to U. 'S. A., South‘America, South-
Africa, ete., and vice-versa, are mosfly shipped
to Copenhagen, Hamburg, Rotterdam or London
for transshipment from those ports. During re-
cent years, however, certain American and Nor-
wegian shipowners have maintained regular lines
from U. 8. A. to Finland.

The main lines are [Helsingfors—Hangsé—Co-
penhagen—Hull; Abo—Stockholm; Helsingfors
—Liibeck, Helsingfors—Stettin.

These facts should prove that the communica-
tion between Finland and other trading coun-
tries in- Europe is good anid that an effective and
reliable service has been established.
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FINNISH GOVERNMENT OBLIGATIONS HELD BY THE BANK
OF FINLAND.

‘The Balance iSheet of the ‘Bank of Finland for
December 31st 1920 showed the Bank's holding
of Government obligations on that date to be as
follows: Government Bonds in. Finnish Currency
476.1 million marks, Government Short-term
Obligations 421.0 millior marks and in addition,
under the heading Bonds in Foreign Currency,
there were foreign bonds to the value of 63.9
million marks, which the Government had sold
to the Bank, on the condition that they were to
be repurchased at the same price. The Bank of
Finland thus held, at the end of 1920, Govern-
ment obligations to the total value of 961.0 mil-
lion marks. .

The aforementioned items contained various
obligations contracted by the Government.

iThe main part of the Government Bonds in
Finnish currency was formed by 850.¢ million
marks in Bonds issued by the Government in
1918, for the stabilization of.the Bank of Fin-
land. This amount was used by the Bank for
writing off from dts books of the losses by the
depreciation, of Russian currency, and by the
Red Revolution. The Bank is in undisputed

possession. of these Bonds, but actually they
have more the nature of a Government subsidy
than of debt. The rest of the Bonds in question
is made up of the following items: 104.5 million
marks in Government Bonds, sold by the Joint
Stock banks to the Bank of Finland subject to
repurchase, and 21.¢ million marks in Bonds
bought by the Bank directly from various Gov-
ernment Loans.

Of the Government short-term obligations
351.3 million marks represent Treasury bills
bought directly: from the Government by the
Bank of Finland, and 69.7 million marks Treasu-
ry bills rediscounted by ‘the Joint ‘Stock bamnks.

If the Government Bonds issued for the streng-
thening of the Bank’s position, for the reasons
mentioned earlier, be kept apart as a -separate
item and the rest of the Finnish Government obli-
gations grouped accordingio whether their repay-
ment to the Bank of Finland devolves on the Gov-
ernment or on the Joint Stock banks, the follow-
img division of the Government obligations in the
possession of the Bank is obtained:

GOVERNMENT OBLIGATIONS HELD BY THE BANK OF FINLAND.

| Sold by Joint Stock banks subject 1 Bought directly from Government
” to repurchase | by Bank of Finland
Month Treasury R | Total Month
! Bongs |Bills Redis| Totel | TN | Bonds | Qonga. | Total
i counted [ pally
Bought
1920 1920
December 1045 | 697 | 1742 | 3513 | 2L 639 | 4368 | 6llo 1 December
121 | : 1921
January | 119.8 75.5 195.3 351.3 21.6 63.9 436.8 . 6321 January
February | 110.8 96.0 | 206.8 351.3 21.6 63.9 | 4368 | 643.6 | February
98.8 119.7 218.5 3b61.3 216 63.9 436.8 | 655.3 | March
Mp 107.3 66.2 173.5 351.3 2L.6 63.9 436.s . 610.3 April
ay 95.3 51.7 147.0 3413 21.6 63.9 426.8 | 573.8 | May
June 67.3 13.7 81.0 323.3 21.5 63.9 408.7 - 4897 June
| July 67.5 6.2 8.1 282.3 39.9 456 | 367.8 | 44Ls | July
] August 88.8 6.2 95.0 252.3 40.2 45.6 338.1 | 433.1 August
September ! 120.4 6.2 126.8 212.3 42.4 45,6 300.3 ; 426.9 September
October I 123.4 6.2 129.6 212.3 4.5 45.6° 302.4 @ 4320 October
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Million
' . . ' ks,
Government obligations sold directly by
the Government .......coeuveveese., 486.8
Government obligations sold by the Joint
Stock bABKS. oo vr vt iiii i 174.2

Government subsidy to the Bank of Fin-
land 860.0

Total - 961.0

The changes which have occurred in the afore-
mentioned Government obligations (leaving out
of account the 850 millions Bond Loan, in. which

no change has occurred) during the course of the -

year up to the end of October, appear in the
table on the preceding page.

As seen .from these figures, the value of
CGovernment obligations in the poasession of
the Bank of Finland inecreased at first, up
t0 the end of March, by 44.3 million marks,
only to decrease again during .April-October by

998.3 million marks, or calculating from the be-

ginning of the year, by 179.0 million marks. The
decrease was due chieﬂy to the redeeming by the
Government of Treasury bills, both from the
Bank of Finland and the Joint Stock banks.
The means for this were obtained by the Govern-
ment partly through « loan in Finnish currency
floated in the Scandinavian countries in Febru-
.ary, partly from belated taxes from the pre-
ceding years, which now accrued.

_ The shortening of the Government's debt is a
gratifying proof of the improvement in the Gov-
ernment finances, but, on the other hand, it has
been followed by less agreeable results. Govern-
ment obligations have since 1918 been included in
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the cover for the Bank of Finland’s note issue.
In consequence, the redeeming of its obligations
by the Government was followed by a correspond-
ing decrease in the mote issue. This decrease
threatened, especially during the present autumn,
to continue at & more rapid rate than business
could endure considering the strained state of
the Money Market. And for this reason, the
Government obligations to the Bank of Finland
were not reduced in (QOetober, but instead of ‘this,
a part of the money wet aside for this purpose
was left on account at the Bank of Finland,
another part temporarily deposited in the Joint
Stoek banks.

AMENDMENT OF THE PROVISIONS AFFECTING THE BANK OF
FINLAND’S NOTE ISSUE.

Prior to the war the following provisions re-
garding the Bank of Finland’s note issue were

in force: —
The :Bank was au‘ahonzed to issue notes to an

amount of 40 million marks without & corre-
sponding cover, but the remaining portion of the
note circulation had to be fully covered. -The
Bank’s other liapilities payable on demand and



the mndrawn amount of advanoces in current

accounts ranked with notes in cireulation. The

following securities were calculated as cover:
the gold reserve;

" Finnish gilver coins;

the Bank's credit balances with its foreign
correspondents;

foreign bills; and

bonds, coupons and bank notes in foreign
currencies.

In case of emergency the Government was
empowered temporarily to increase the uncov-
ered limit of issue by a maximum amount of 10
million marks.

Regarding the gold reserve it was ordained
that it must not fall below 20 million marks.
The fact that in Finland the circulation of gold
coin was inconsiderable and that the public had
every confidence in Bank of Finland notes led
to the result that foreign assets, especially
deposits, comstituted the bulk of assets serwving
as cover for the mote issue. At the outhreak of
war, for instance, the gold reserve formed 27.0
per cent and the foreign credit balances 51.1 per
cent, of the total cover for the note issue.

During the war the provisions regarding the
note issue were amended as ifollows: on August
7, 1914, an Aect came into force extending ithe
uneovered limit of issue to 70 million marks.
On April 15, 1915, the conversion of bank notes
into gold was suspended. By a law of July 27,
1918, great alterations in the provisions regar-
ding the note issue were introduced. It was
“ordained that .the mmcovered limit should be in-
creased to 200 mmillion marks and also that the
Government’s bonds and other obligationsin Fin-
nish currency might provisionally be included in
the cover for the note issue. These alterations
were Decessary, on the one hand, owing to the
fact that the Bank of Finland had to cover with
Government bonds the losses resulting from the
Red Revolution and the depreciation in the walue
of the Bank’s Russian assets; and, on the other
hand, by the fact that Gowernment borrowing
from the Bank could not be avoided. By a law
of December 17, 1920, the amount by which the

President of the Republic might- temporarily in-
crease the uncovered limit of issue was augmen-
ted from 10 million marks ta 100 millions, though
this privilege has not been taken advantage of. .

In the same way as the loans contracted: by the
Government were the cause of the amendment
of the provisions regarding the mote issue, the
repayment of the Government’s indebtedness has
caused further alterations in the same. During
the wcurrent year the Government paid back a
considerable portion of its floating debt, both to
the Joint Stock banks end to the Bank of Fin-
land. This has, as stated in the preceding issue
of this periodical, resulted in a considerable
decrease in the Bank’s holding of Treasury bills,
both directly discounted and rediscounted. As
these bills, as stated earlier, have served as cover
for the note issue, their redemption has caused
a compulsory contraction in the rote circulation.
In the present year the mnote circulation of the
Bank of Finland reached its highest point, 1,493.3
mill. marks, on March 15th, but, for reasons
stated above, declined afterwards, so that on
Avugust 23rd it stood at 1,337.0 mill. marks. By
using its mote reserve to the utmost for meeting
the great demand for money, the Bank of Fin-
land was able to increase the note circulation to
1,401.9 million marks on September 15. On the
said date the Banl’s holding of Government short-
term obligations amounted to 218.4 million marks
and the Government would haveibeen in a position
further to reduce its indebtedness to the Bank.
But the money market being strained, a further
reduction in the note circullation was not advis-
able. Therefore, the decreasing of the Govern-
ment’s debt was discontinued for the time being,
and steps were taken for amending the provisions
regarding the Bank’s note issue in such manner,
that the magnitude of the note circulation might
be adjusted to ithe legitimate requirements of the
market, irrespective of the repayment of the
Government’s debt. - _

On December 80th these new provisions were
sanctioned and came inte force immediately.
Section 18 of the Bank Act has been amended

as follows: —



»The amount of notes issued for cireulation
may exceéd the Bank's gold reserve and the
Bank’s credit balances with its foreign corres-
pondents by at most one thousand five hundred
‘million marke.

Cover for the notes is formed in the first place
by the Bank’s gold reserve and the Bank’s credit
balances with its foreign _co-;res:pond'en-ts, further,
Finnish silver coin, bills of exchange payable
abfoad, bonds in foreign ecurrency quoted omn
foreign Stock Exchanges and coupons and bank-
notes in foreign currency.

In the measure in which the note issue of the
Bank exceeds the mresources enumerated above,
cover for the notes shall be provided in the form
of inland bills, payment of which is due within a
period of not longer than three months and for
the payment of which at least two persons or
firms of good financial standing hold themselves
regponsible.

Any other bonds or other obligations of the
Finnish Government, not included in the above
categories, which were in the possession of the
Bank at the time of the coming into force of this
law may also serve as cover for the note issue.

The Bank’s drafts in. Finnish money and other
liabilities payable on demand, and also the un-
drawn amounts of advances on current accounts
shall also be regarded as motes in circulation.

Should circumstances demand it, the Presi-
dent of the Republic may, on the recommenda-
fion: of the Supervisors of the Bank, give per-
mission for the amount by which the Bank’s
note issue may exceed its gold reserve and cre-
dit balances with its foreign correspondents to
be increased for a given period by a sum notex-
ceeding one hundred million marks.”

The most important alteration brought about.
by the new provisions enumerated above, in the
former stipulations regarding the cover for the
note issue, is that the portion of the cover on
which the magnitude of the note issue depends,
now includes no other assets than gold and credit
balances abroad. As a result of this and of the
fact that the gold reserve is continuedly assessed
at its former nominal value. the fiduciary issue
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has been increased to 1,600 million marks. But
this is coumterbalanced hy the innovation that
also the fiduciary issue is covered by assets
readily realizable. The stipulation that all lia-
bilities payable on demand rank with bank notes
remains unaltered.

The aforementioned alterations will have
important consequences: The limiting of the
assefs covering the note issue in the manner
mentioned makes the issue of notes quite inde-
pendent of the State finances. On the one hand,
the redemption of the Government debt does
not any longer mecessarily bring with it a corres-
ponding decrease in the mnote circulation, and,
on the other hand, an increase in the note
circulation against Government securities has
become Iimpossible. Government securities to-
gether with other, principally inland assets, can



serve as supplementary cover only for the portion
of the note circulation which is not covered
by gold or credit balancee abroad, and, in addition,
merely those Government securities, which were
in the possession of the Bank on December 80,
1921, are here intended. A continuing inflation
through Government borrowing has thus become

impossible. Nor can the note circulation be
increased in excess of the note reserve which
arises at the time of the stipulations mentioned
coming into operation, otherwise than by an
increase in the gold reserve or the credit balances

abroad. The aim, however, is not to bring about
a permanent increase in the note circulation, but
only to make mnatural, periodic fluctuations
possiblle. As is seen from the graphical statement
appended, the right of issue, had the new sti-
pulations been in force from the beginning of the
present year, would hawve been even amaller
during the period March—May than it was under
the former provisions. In addition, owing to the
fact that under the new regulations the issne of
notes is comparatively less elastic, the Bank
has to keep a larger note reserve.

THE PURCHASING-POWER PARITY OF THE FINNISH MARK
AND THE EXCHANGE RATES.

BY

0. K. KILP], PH. D.
PROFESSOR AT THE FINNISH COMMERCIAL HIGH-SCHOOL OF HELSINGFORS.

During the last three years the value of the
Finnish mark, as shown by the quotations of the
rate of exchange for the various currencies of
Scandinavia and the Western. Powers, has rapidly
depreciated. With regard to the pound sterling
and the Swedish Crown this fact will appear
from the following:

{One pound sterling equalled

Anno 1919 (average) 66:97 Fmk
- 1920 105: 43 ,
- 1921 197:69 .,
Contrariwise, the

Stodkholm quotations in
Crowne per 100 Fmk were :

29: 54 Sw. Cr.
18:7% ,,
9:37 ,,

Anno 1919 (average)
s J-Iazlo R
b 1921 3

From this it will be seen that for the pound
sterling an increasing number of marks had to

be paid, and for the Finnish Mark a decreasing
number of Swed. Orowns.

Matters being thus, there is perhaps reason to
enquire into whether this great depreciation of
the walue of the Finnish Mark has its foundation
in a decreased purchasing-power in ifs own
country corregponding to the changes which have

-oecurred in the purchasing-power of the various

other currencies in their respective countries.
This is best done by caleulating a parity of pur-
chasing-power between the currencies of Finland
and these countries. Should it then be found
that a sufficient reason ifor the continuing de-
preciation of the Finnish Mark is not to be found
on the basis of this parity, it must be concluded
that other causes have influenced the dewelop-
ment of our currency. Of such causes, the fol-
lowing are generally mentioned as being of the
most importance, wiz., the development of the
balance of payment and of the ratio between the
supply and demend of money, mistrust of the
political or economic state of the country, specu-
lation on the Money Market, ete.

In the following a series of calculations will be
given showing the various phases of develop-
ment of the parity of purchasing-power between
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the-Pinnish Mask and the pound sterling and the
Finnish Mark and:the Swedish Crown. One
preliminary remark must, however, be made
regarding these calculations. The parity of pur-
chasing-power is reckoned here on the basis of
the ‘official cost of living index-numbers of the
reapective countries 1), and the conclusions drawn
up in this article assume parity results arrived
at in this manner to answer the purpose of these
calcilations, Theoretically, it would perhaps be
more correct to use, in the controlling of the
exchange rates, figures based on wholesale prices.
No serviceable wholesale index-numbers are,
however, procurable for Finland. The indices
for import and export goods published in this
periodical (see page 115) are useless as a basis for
- a eriticism of exchange rates, as they are them
selvwes directly dependant on these rates.

iThe results of the calculations for each indiwvi-
dual month are shown in the diagrams attached
to this article. But in order to obtain a general
view of the main directione of development in
this connection a few annual averages are added
in the following.

The degree in wihich the depreciation in wmalue
of the Finnish Mark in exchange guotations
abroad can be explained by a decrease in its
purchasing-power at home, ae mirrored by the
eost of living, is shown in the following figures:

One jpound sterling

. cost should have cost
(according to (according to parity
actual quotation) of purchasingpower)
Fmk. Fmk,
Anno 1920 (average) 105: 43 94: 90
» 1921 ” 197: 69 122: 42

The pound sterling thus cost nearly 90 % more
in 1921 than in 1920, whereas the parity of pur-
chasing-power stood at barley 30 % over that for
1920.

iIStill more clearly is. this disparity in the de-
velopment of the actual guotatioms in the parity
of purchasing-power apparent in the quotations
for the Finnish Mark on the Stockholm Exchange,

) Te Labour Gazette, (United Kingdom), Sociala Meddelanden,

published by K. Socialstyrelsen (Sweden), Sosialinen Aikakauskirja
(Finland).

as the following annual (unweighted) averages
will show: - - RS B
- 100 Fmk.

gl o SR
 to parity

e ) e G
Anno 1919 :(average) 29: 54 _approx. 27: 95
» 1920 s 18: 76 21:29
» 1921 » 9:'37 d16: 09

The theory, aceording to which exchange rates
tend to approach the parity of purchasing-power
cannot thus be said to applyto the Finnish Mark.
Rather the opposite. The actual quotations have
been constantly drawn further away from parity
in this sense and in a direetion unfavour-
able to the Finnish Mark. Thus, the great de-
preciation in the walue of our currency can only
partly ‘be put down to the decrease in its pur-

. chasing-power at home.

It is beyond the scope of an article like the

present to attempt a detailed elucidation of the

possible economical causes for the depreciation
of the Finnish Mark beyond the point which its
purchasing-power would suggest. Theoretically,
the mnedrest explanation is that this extra de-
preciation is @ result of the changes in the pro-
portion of supply and demand between: Fiﬁland’-s
currency and other currencies. The figures to
hand suggest also that the real reason for theeta-
te of affairs in question' ismore tobesought in
the supply and demand for currency during these
last years than in any weskening of the economic
foundations of our country. Least of all is this
decline in the ponportion of supply and demand
between Finnish and other currencies to be ex-
plained by our trade balance. The latter has
each year improved. The surplus of import has
gone down from 1,680 mill. marks in 1919 to 187
mill. in 1921. More easily i a reason to be found
in certain items on the debit side of our balance
of payment which have grown side by side with
the deterioration of our currency, but which have
lately shown signs of improvement. To igo still
further and show the enrichment or impoverish-
ment of the country, i. e.,.the growth or decline
of the national wealth, a knowledge of the whole



of our economic balance would naturally be
necessary.

It might be asked: In what manner does the
undervaluation of Finnish currency in the west-
ern -markets compare with t¢he quotations for
other countries; if the parity of purchasing-
power be applied to these?

1A comparison of the quotations on the L.ondon
Exchange with the above parities in Dec., 1921,
shows two different groups.of States to existy

d Group: Currency overvalued in wview of pa-
tity of purchasing-power (e. g. U.S. A., Canada,
Sweden).

dI Group: Currency wundervalued (France,
Italy, Finland, Germany). ’ -

To prove the above, the following comparison
is appended, from which will be seen (besides
parity in gold for the £) the actual quotation and
the parity of purchasing-power of the £ in the
currency of the respective counfries 1),

1) In calculating parity of purchasing-pewer the following indi-
ces have been used: Board of Trade (United Kingdom); Bureau of
Labor (U. B. A. ); Dept. of Labor (Canada); Svensk Handelstidning
(Sweden); Statistique Génerale (France); Bachi (Italy); Frankfurter
Zeitung (Germany). The figures for Canada and Italy refer to
Nov. 1920.- The indices for each of these countries are the same as
those used by Crumpin his calculations for 1919 and 1920-
Comp. Norman Crump: 4. Review of Recent Foreign Exchan-
ges Fluctuations, Journal of the Royal Statistical Society. Lon-
don, May 1921." Page 426/—. London quotations are given in
monthly averages struck from the average quotations on five diffe-
rent days and taken from »The Economists.

11
Should
: P&ld for £

Parity in have been

gold for £ o mopuel o’

I . .. quotation) pup power)

U.S. A. Doll. ..~ 4:862); 4:16 4:24

Canada 4: 86 ?s. 4:3b6 4: 64

Sweden Crowns 18: 16 16:90 18:27
II. .

France Francs 25:23 53:84 47:93

Italy Lire ...... 25: 23 96:12 85:26

Finland Fmk .... . 25:22 218:92 139:78

Germany Rmk 20: 43 801: — 406: 68

So. interesting as such caleulations are, it.is
well to remember that, at least with regard to
the parity of purchasing-power, they can only
be approximately accurate. This will be seen
already from the fact that in those countries
where -~ several wiholesale.price indices are pu-
blished, these differ greatly from. one another at
times. A calculation of the parity of purchasing-
power can thus give different results,depending
on which index has been wused. The same
applies to cost-of-living indices. These also,
owing to the different methode wsed in their
formation, cannot always be compared with ex-
actitude, so that strict -accuracy cannot be ex-
pected from them either.

’ VALUE OF -E.l. IN FINN|SH MARKS VALUE OF (00 FMK. IN SWEDISH CROWNS
IN 1220-1922. DURING JAN. APRIL.JULY AND OCTOBER.
MONTHLY AVERAGE. MONTHLY AVERAGE IN 19201222 .
—RATE QUOTED BY THE BANK OF FINLAND. ~— RATE. QUOTED BY THE BANK OF SWEDEN.
[FMX. . PURCHASING POWER PARITY. FMK|SW.CR. T PURCHASING POWER PARITY. BW.CR.
TOL), . - TOE£.1[TO 100 FMK 10 100 FMK
238 280] 28 28
24 A0 -Hoao| 24 A 24
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7 200 20 VAREA &8 S 20
16 A 160| 16 \; — TN e
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0 o] . (o]
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1920. - \921. " 1920, 1921.
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FINNISH GOVERNMENT FINANCES.

1. STATE FINANCES IN FINLAND BEFORE THE

WAR AND DURING THE YEARS 1918—1921.

The foundations of the State finances of Fin-
land are already old. Finland bas, it is true,
beenr am independent state only sinee 1917, but
ever since the year 1809, when Finland became
a part of the Russian Empire, a wide autonomy
has been enjoyed, comprising every field of state
activity, with the exception of an independent
foreign policy. -Thus, Finland has for over a
century had the control of its own State finances.
The two countries, Russia and Finland managed
their money matters independently of one an-
other.

Before the war, the State finances of Finland
were in an exceptionally healthy and safe com-
dition. The annual balances showed regularly
a surplus, from which considerable funds were
established. The Public Debt, consisting solely
of foreign {loans, was -éxeeedd-n;g:ly small, about
173.0 mill. gold marks at the end of 1913. The
whole of the Public Debt had been used for the
building of railways. The military burden was
small; governmental expenditure was directly
assigned to the serwice of productive, economical
and cultural aims. The system of taxation
was certainly old-fashioned, great importance
being attached to the import duties of articles
for mass-consumption (not, grain however), but
the total burden of taxation was exceptionally
light.

The i:irst years of an independent Findand
were far from showing as rosy m picture of the
State finances as that just deseribed.

In the first place, the decrease in the value of
Finnish currency has greatly increased each item
in the Field of State finances also. Secondly, in-
dependence brought with it a host of new ex-
penses of considerable extent, such as those
needed for the upkeep of an army and for re-
presentation abroad. And in the third place,
the struggle in which the country was involved
during the first months of its independence (the
spring of 1918), against the Russian and local
bolsheviks, caused a great increase in the Public

Debt and brought with it other disturbances
in the regular course of State finanece, the effects
of which have been felt up to quite recent times.
Certainly, budgets were drawn up, even during
the most difficult initial years, in which expen.
diture was met either by actual income or by long
term Joan. But for the years 18171918 the bud-
gets could not be.drawn up'in time, neither
could it be awoided that the collecting of the
new, partly once for all, partly annual taxes was
delayed for two, in some cases three years. In
the meantime, the administration of the State
finances was forced, in order to keep its coffers
filled, to issue chiefly short term internal loans,
for the most part from the Bank of Finland,
which inereased for the purpose its note issue.
Government loans from the Bank of Finland
inecreased steadily up to about the middle of 1920,
but since then have decreased considerably.
The conditionr of the State Finances has
improved rapidly each year. This will be
seen from the appended table and the dia-
gram drawn up from this, showing the sources
of Government income. The information for
1913—1920 has been taken from the annual Ba-
lance Sheets of the Government, that for 192122
from the respective budgets. lAs the value of
the present paper mark is about one-tenth of
the gold mark, the figures for 1913, for the sake
of a truer comparison, have been multiplied by
ten in the diagram. The growth in the totals
for 1918—1920 is due to the fall in the value of

our ourrency, which partly continued during
these years, The table includes the income from

the ordinary, extraordinary, and where such has
oecurred, additional budgets. Extraordinary rew-
enue, i. e, revenue for the one occasion only
is contained in the item ,miscellanecus taxes”,
with the one exception, however, that the once
for all property tax appearing among the 1918
and 1919 budgets has been included among the
other direet taxes. In criticizing the warious
items it must be. remembered that the principle
of gross entries is consequently followed in the
Finnish State Budgets.



FINNISH STATE REVENUES.

According to Balance of Accounts n'L According to Budget
1913 1918 1919 1920 | 1921 1922
Mill. [ o Mill. | o MilL o Mill. I o Mill. o, Mill, o
marks © ** | marks | ' | marks ° | marks; '° | marks ° | marks °
i) i
1. Revenue derived from State pro- | i :
perty . veee 79.6] 43.0; 164.2| 13.1] 383.5{ 22.8| 538.9; 25.8| 643.9) 26.8] 611.8| 28.1
2. Duect £aXOS . .0.noninsie 6.5] 3.5| 363.9) 29.1| 349.1| 20.8} 357.4| 17.1| 344.9( 13.9| 464.0 21.3
3. Indirect taxes. . 72.3| 39.1| 16.8) 1.4| 314.3| 18.7| 487.0| 23.3| 757.0| 30.4| 688.0|. 31.6
4. Miscellaneous taxes 5.3 2.9 32.5| 2.6 718 4.3 122.1 5.8 139.8| b5.6] 156.4] 7.2
5. Charges. . 11.5| 6.2 26.8| 2.1 478 2.8 787 3.8 108.6| 4.4/ 96.9| 4.4
6. Miscellaneous Iecelpts Ceveenes 7.2| 3.9 117.1] 9.3| 159.3| 9.5! 247.¢| 11.8] 252.4 10.1] 152.2) 7.0
7. Balance from precedmg years 2.5 1.4 — | — | b59.7 3. 139.4| 6.7 8o 0.3; 79| 0.4
8. Loans . . — 1 — | 530.9] 42.41 296.4| 17.6] 118.4] 5.7| 237.5] 9.5 — | —
i Total revenue ' 184.9100.0{1 252.2(100.0{1 681.9/100.0{2 089.5(100.02 492.1(100.0(2 176.7{100.0

In an examination of the development of Fin-
land’s State finances during these last years by
means ofi the appended information, there is
reason to note speeially in what degree expen-
diture has been met by actual income and in
what. degree recourse has been made to loamns.
It will then be osberved that in the 1918 Balance
Sheet $30.9 mill. marks, or 42.4 % of the receipts
wae made up by loans. (This large amount of
loans is due partly to expenses incurred in the
suppression of the revolutiom, partly to the fact
that ‘Customs Duties, owing to the decrease in
foreign trade and the fall in the value of our
currency, were exceptionally smmll. The whole
amopnt was not, however, used up in the ordi-
nary course of consumption, a part, 120 mill.
marks, being handed over for the needs of the
railways. In the year 1919, loans had gone down
to 296.4 mill. marks, or 17.6 of the total receipts.
The whole of the 1919 loans were used for extra-
ordinary and, excepting in the case of 72.5 mill.
marks for purely productive punposes, e. g., the
procuring of a share-majority for the State in
large industrial concerns owning wide areas of
land, in the purchase of land and waterfalls for
the State, and for the building of new railways.
Loans in 1920, the amount of which was 118.4
mill. marks, did not rise to more than 5.7 % of
the total receipts. This money, also
used chiefly for extraordinary expenses, viz.,
about 100 mill. marks #s compensation to pri-
vate individuals for losses incurred during the

was

revolution, 4.5 mill. marks for the purchase of
an industrial concern and the rest for different
purposes. ’

After these considerable decresses in the am-
ount of loans, the attention is drawn to their great
amount in 1921. But here the increase is only
ostensible. The whola amount of loans, 237.5
mill. marks, is contained in the additional bud-
get for the year in question, and was msed solely
for writing off depreciated wassets, especially
Russian assets. No loans whatever were used
in 1921 for actual State expenditure.

In the year 1922 loans finally disappear £1'om
the budget. ‘All expenditure, both ordinary and
extraordinary, is met by actual income.

The above examination shows thus that the part
played by loans in Finland’s {State finances has
rapidly decreased and that such have in general
no longer been used for current expenditure, but
almost entirely for the covering of extraordinary
expenses, and have often been destined for the
The use of loans for
such purposes is altogether natural. What has
‘been abnormal has been the large amount of such
extraordinary items, and in some years their
exceptional character, and further, thatin a land
go poor in capital as Finland, the greater part of
the recent Giovernment loans have been taken up
within the land.

For the sake of a more detailed picture of the
State finances of Finland at the present time; let
us examine the budget for 1922 more closely.

service of produective aims.
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VARIOUS SOURCES INFINLAND
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1) The 1913 figures are here multiplied by ten.
®)- The loans in 1921 were used for writing off Government’s
Russian assets. - .o

"2. THE BUDGET FOR 1922.
‘Approved by the Diet on Dec. 29th, 1921, the
budget is divided as usual into an .Ordinary and
an Extraordinary Budget. The latter contains
such expenditure and _=fecei-pts as appear once
only. 'Tlhe totals in the budget are as follows:

REVENUE
Mill. marks
Ordimary revenue....... e coene. 21205
Extraordinary revenue................ 413
Balance from preceding years ........ 7.9

Total 2,176.7

EXPENDITURE
- Ordinary expenditure .............0.: 1,981.3
Extraordinary expenditure........... . 245.4
Total 2,176.7

As will be seen from the foregoing, the ordi--
nary revenue is greater than the ordinary expen-
diture, so that the greater part of the extraordi-
nary expenditure can even be met by ordinary
receipts. Extraordinary receipts appear in the
foregoing table, on the basis of which we shall
proceed to examine the revenué'side, in group
6 ,,Miscellaneous receipts”.

The group Revenue from State property, 611.3
mill. marks, appearing in the first table, com-
prises 28.1 % of the total revenue. It must here,
however, be femembered, as pointed out earlier,
that this revenue is set down gross. The greater
part of this item is formed by revenue from the
State Railways, 443.6 mill. marks. Next comes
revenze from State forests which, at a wery cau-
tlous estimate, has been set down at 140.s mill. .
marks. Other wrevenues. included in this item,
viz., from estates, fishing-waters, buildings, canals
and interest on capital are smaller.

Direct taves, the amount of which is 464.¢ mill.
marks '(21.3 %), are for the most part, 430 mill.
marks, made up of receipts from the new pro-
gressive income and property tax, which appears
for the second time in the 1922 budget. The in~
come ltax commences with a tax of 1/3 % on an
‘income of 3,000 marks and finishes with 20 % on
incomes of over 1 mill.-marks. The property tax
begins with a tax of 19, on a property valued
at 20,000.and finishes with 6 9/, on property over
20 mill. marks. For the current year, however,
the property tax thas, for budget reasons, been
increased by 100 %. The other direct taxes are
mostly old-fashioned and the revenue yielded by
them small. ’

Indirect taxres, amounting to 668.0 mill. marks
(81.6 %), comprise as their most important item
Ciustoms Duties, which are caleulated to bring in
558.0 mill. marks. Import duties make up 531.0
mill. marks of the said amount, and export du-
ties 20.0 mill. marks, the remainder being made



up of varieus charges.made by the Customs De-
-partment. -Execepting Customs Duties, the only
other indirect taxes are the Excise on tobacco,
receipts 120 mill. marks, and the Excise on mat-
-ches, receipts 16 mill. marks.

(Of the Miscellaneous taxes, 156.4 mill. marks
(1.2 %), the only item worthy of mention is the
Stamp duties, which are calculated to yield 150
mill. marks.

The group Charges, 96.9 mill. marks (4.4 %),
comprises the revenue from Postal, Telegraph
and Navigation charges. The largest item ie the
postal charges, 59.0 mill. marks. In this connec-
tion, it may be mentioned that those State insti-
tutions which are of the nature of business en-
terpriges are generally in a position to cover their
expenditure by their own receipts, the railways
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‘yielding even a small surplus for amortization

and interest on their -capital:

Miscellaneous receipts reaches 152.2 mill. marks
(7.0 %), of which 111.0 mill. marks are ordinary
in character and 41.2 mill. marks are included in
the extraordinary budget.

Among receipts of the last-named character in
1922 appears, as in the foregoing years, an item
Balance from preceding years, this time 7.9 mill.
marks (0.4 %). In earlier years this balance

‘was made up by funds accumulated already

during the time of peace. In recent years

-the balance thas acerued prinecipally from belated

taxes collected after the annual balance has been

struck..

.. The expenditure side of the budget shows the
following main groups:

Ordinary Extraordinary Percentage

Main Groups Expenditure | Expenditure Total E:lt)egg.ii“alne

Mill, Fmk Mill. Fmk Mill. Fmk Per cent,
1. President of the Republlc 1.2 — 1.2 0.1
2. Diet......... 56 | — 5.6 0.3
3. Government . - 82 — 8.2 0.4
4. Chancellery of Government |, 6.4 03 6.7 0.3
5. Ministry for Foreign Affairs . 21.2 0.8 22.0 1.0
6. Ministry of Justice ..............cviiiiiiiaitt, 53.5 ! 1.5 55.0 2.5
7. Ministry of the Interior . et arer e ireneanas 92.0 32.7 124.7 5.7
8. Ministry of Finanee..............ocoiiiiiiaiin 24.3 0.3 24.6 1.2
9. Ministry of Defence. ......occvveeieiiiniannnenns 273.0 33.7 306.7 14.1
10. Ministry of Education ................c.ciiill, 192.7 3.6 196.3 9.0
11. Ministry of Agriculture .............cvvvviennnnn. 123.9 22.0 145.9 6.7
12. Minjstry of Communications .........ccoonviuucses 522.2 133.5 655.7 30.1
13. Ministry of Trade and Industry .......ccoevevnenn 25.9 6.5 32.4 15
14. Ministry of Social Affairs .......cccciveinniininn. 43.5 10.5 54.0 2.5
15. Miscellaneous expenditure .........covvivniiinanes 1) 26L.7 — 261.7 12.0
16. Pensions and relief payments ............c..ci0nes 33.2 — 33.2 L5
17. Publicdebb ..vvveeenniiiiiiiiriiiiiiiiiiinannen 237.8 — 237.8 10.9
Transferred to funds .........cccivvniiiiniiinenn, 5.0 — 5.0 0.2
| - Total 19313 245.4 2176.7 100.0

If the expenses for State institutions which are
covered by their own revenue are left out wof
account, the total shown by the ordinary budget
is about, 1,320 mill. marks. If, in addition, the
special increases to Government officials on
account of the thigh cost of living included
among miscellaneous expenditure be divided
among the wvarious -branches of Governmental
administration, the grand total of ordinary net

expenditure mentioned above will be found to
be divided among the warious activities of the

State approximately as follows: Government, Civil

administration and Judiciary 809 mill. marks (28
%), Home defence 298 mill. marks (23 %), Edu-
cation 227 mill. marks (17 %), National economy
193 mill. marks (15 %) and Public Debt 238 mill.
marks (18 %). '

Of the extraordinary expenditure for 1922, 155

3y Includes Special increases to Government officials on account of the h_igh cost of Hiving 217.0 mill. marks.
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mill. marks or 63 % are taken up by railways
and other public works. Home defence accounts
for about 34 mill. marks or 156 % of the extra-
ordinary budget.

Calculated per head of population the ordinary
expenditure of the State works out at about 400
marks, and ordinary and extraordinary net ex-
penditure together at about 470 marks.

THE RAILWAYS OF FINLAND.

J. H. KALA, M. A,
HEAD OF THE STATE RAILWAYS STATISTICAL OFFICE.

THE FIRST RAILWAYS.

Recently, on March 17th, the sixtieth anniver-
sary of the opening for traffic of the first rail-
way i Finland was celebrated. The railway in
.question was built by the State from the capital,
Helsingfors 108 kilometer into the interior, to the
town of Himeenlinna (Tavastehus, see map),
from which place a system of waterways suit-
able for navigation begins. The cost of this
railway per kilometre of railroad worked out
at over £ 5,000, as cheaper methods of building
adopted to the demands of this country were
then unknown, and in the beginning the new
railway paid its way badly.

The building of railways- however was mnot
abandoned, and in 1870, an additional 378
kilometres was dpened for traffic — a branch
line from the former railway to St. Petersburg
via Viborg — connecting Finland with the rail-
way system of Europe.

This new railway was built at a much smaller
cost, and gradually still cheaper methods were
evolved, so that the railway from Tammerfors to
Vasa with its stations and rolling stock was
accomplisbed at a cost of less than £ 2,000 per
kilometre. )

- Before long, railways were being built By pri-
vate enterprise. As finanecial enterprises, these
also failed in the beginning with the result that
one of these pioneer-railways was taken over by
the State already in 1875.

iIn the year 1892, thirty years after the opening
of the first railway in the country. there were
in Finland 1,974 kilometres State railways and
83 kilometres private railways, together 2,007

first electric railway was built.

kilometres of railway. Of the seaports, Hel-
singfors, Hangd, Abo, Vasa, Uledborg, Kotka
and Viborg were at that time in connection
with the railway-system; in the interior the
railway reached as far as Kuopio.

RAILWAY-BUILDING IN 18921922,

The dfollowing thirty-year period showed an
increased activity in the building of railways,
the total extent growing from 2,007 to 4,360 kilo-
metres. Besides the State railways, which now
begin to include in their network the uttermost
corners 'of the land, reaching in the north to
the ,,Porch of Lapland”, Rovaniemi,
private lines had been built. The years round
1900 were especially active in the latter respect:
Brahestad, Raumo, Lovisa and Fredrikshamn
obtained private lines and a little later even the

several

A couple
of the private lines have later come into the
possession of the State, and one was sold during
the war to Russia, for use as a field-line, so that
the total length of privatelyiowned line, which
was at one time 374 kilometres, is now 285 kilo-
metres, of which 116 broad-gauge railway. The
whole of the State railways are broad-gauge (1.524
metres — 5 feet).

Gradually, railway-building became dearer
again with the rise in the price wof land which
had to be redeemed and in the wages paid to
labour, often, also, considerable difficulties had
to be overcome: i. e., two tunnels, one 1.23 kilo-
metres in Jlength, long crossings over lakes in
two different spots, many large bridges ete. Fur-
ther, Finland was compelled, for the sake of



nternational connections, to take part in the
ruilding of @ railway bridge over the Neva at
St. Petersburg and the bridge over the Tornea
River on the Swedish frontier.

The aforementioned total length of railway,
4,360 kilometres, the building of which has been
spread over several decades, as shown by the
graphical statement attached, works out at 12.7
kilometres per 10,000 inhabitants. Comipared
to other European countries, Finland is not
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amongst the last ones in this respect. Sweden,
Denmark, Switzerland, Norway and France are
ahead of us, but countries such as Belgium and
(reat Britain even fall behind (see graphical sta-
tement on the matter). Naturally, the situation al-
ters if the lengthiof railways is compared with the
area of these countries: per 100 eq.kilometres of
area Finland has only 1.1 kilometre of railway,
while Belgium has over 29, Great Britain over 8
and even Sweden can show wover 3.

LENGHT OF RAILWAYS IN FINLAND
IN 1862 - 1922.
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DEVELOPMENT OF TRAFFIC.

From an extremely modest beginning (only
three trains per weelk were run at first from
Helsingfors to Hameenlinna, (Tavastehus) and
vice versa) traffic on the Finnish railways
has during the course of years developed
considerable proportions, taking into account
the circumstances in our country.

As recently as 1892, traffic on the State rail-
_ways could be kept up by 160 locomotives, 424
passenger-carriages and 4,045 goods+waggons, the
latter being in addition small in size, almost
wholly with two axles only, and the locomotives
light. Now the number of locomotives is 570,
that of the passenger-carriages 1,023 and of goods-

waggons, in round numbers, 15,300. The majority
of the locomwotives, and the passenger-carriages
and goods-waggons almost without exception,
are of Finnish make.

It must also be taken into aceount regarding
the ppresent rolling-stock, that it has not yet re-
covered its equilibrium after the blow dealt it
by the Red Revolution, when 58 locomotives, 400
passenger-carriages and, roundly, 5,000 goods-
waggons were taken over the frontier into Russia.

In setting forth other pphases of development
in our railway traffie, we shall follow only the
results obtained on the State railways.

The mileage achieved at different times on the
State railways is shown in the following (in
thousands train-kilometres):
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Passengertrains Goodstrains . - Total

1,000 kilometres

187 .........  BBb 301 . 856
1881 ......... 1,059 737 1,796
1801 ......... 2529 1,694 4,116
1901 ......... 64151 3,629 9,780
1811 ......... 8,848 4,973 13,821
1921 ......... 9,042 15,349

6,307

"The carnﬂ%,ges contained in the foregoing

trains have covered (in million axle-kilometres)

aage  wgons T
1891 50.2 91.3 141.5
1901 120.4 222.7 348.1
1911 181.4° 3562.1 533.5
1921 4438.3 6380.2

186.9

- -As will be observed from the two foregoing
tebles, the increase in the volume of traffic was
specially diseernible in the years lying between
1891 and 1901, this depending, besides on the
favourable 4imes in general, also on the fact
that the tariffs for both passenger and goods
traffic were reduced in 1897 t6 an appreciable
extent.

The number of passengers carried (in millions)
and the weight of goods freighted (in thousands
of tons) will be seen Hrom the following table:

Passengers Goods
Millions 1,000 tons

1871 ...l 0.6 180
1881 ............... d.7 453
1891 ...l 2% 1,084
1901 ... ..., 7.2 2,308
1911 ...l 5.2 4,470
1921 7.9 4,980

The figures for 1921 cannot exactly be com-
pared with the foregoing. They are provisional
and will slightly ‘increase when all the small
accidental accounts have been added. A further
factor to be taken into aceount is that a strip
of railway, 32 kilometres.in length from - the
‘Pinnish: frontier to St Petersburg, has been given
wp to. Ruseia, passenger  traffic being formerly
lively on this line, even: though goods:traffic

<was not especially large. Tis :proﬁt«axbleness was

'not‘ rvery good, elther

FIN A,NOliA;L RAESULTS
During the time. covered by the following
-tgble, the revemue, expenditure and net profits
-of the State railways have been as follows:

Revenue Expenditure Net protits
oL Million marks
1871 ......... 2.7 19 0.8
1881 ......... T2 4.5 2.7
1891 ......... 127 8.2 45
1961 ......... 26.6 21.8 4.8
1911 ......... B01 36.8 13.3
1921 ......... 4515 395.7 55.8

Regarding the revenue, it is to be noted that
it is depenident on passenger traffic to a g'realter
degree than is the case elsewhere. While in
other countries a division of the total revenue into
88 % paassengerﬂtraffic. 65—66 % goods-traffic
and the rest from miscellaneous sources is quite
common, with us the revenue from .passenger-
traffic is often 37—40 %, on some lines even
over this proportion. ) '

Despite the great fall in -the walue of Finnish
currency, tariffs have not been raised in nearly
the same degree. Since 1911, as has been shown
in the foregoing, traffic has clearly increased,
but revenue, compared with the present walue
of money, has not increased. Xven then, with
the exception of the disturbed period 1917—1918,
each year shows a profit from traffic (1920 —
89.8 miil. .marks, 1919 — 93.0 mill. marks).

PROFI!TLAJBLENIES'S \OF THE RAILWAYS.

At the end of 1916, when the value of Finnish
currency was still near its parity of gold, the
capital-value of the Finnish State railways was
502.4 mill. marks. Of this, about 200 mill. marks,
or about 40 % fell to the part of capital loaned
from abroad. - Government ‘loans from abroad
had, -up to the- year in - question, been taken
up :solely for the building of railways. The
remaining' 60°%; of the:eapital-value of the rail-

ways - reptesented: wneans” invested -in bhe raii-
ways by the State itself. Since then no foreign



loans have been negociated for the railways, the
large amounts of capital used during the latter
years for the building of new railways, the pro-
curing of new rolling-stock and for the erection
of new buildings on already existing lines have
been brought t.og"e‘aher either by internal loans
or taken from the annual revenue of the State.

At the present time, calculating according to
the present value of the F'_innish mark, the cap-
ital-value of the State railways may be set down
at approximately 6 milliard marks.

For a capital of this magnitude and with ta-
ritfs at their present level, the net profits form
anything but a large interest. But a private eco-
nomical profit has never been sought for in the
case of the raillways. In consequence of this
their s-ign-jfi'cénce has been so much greater
from the point of view of national economy.
By means of the railways, the level of civiliza-
tion apd skill in various trades of the people
has been powerfully raised even in the farth-
est corners of the land. The vigorous upward
movement in the business life of Finland
during the last decades is above all due to the
railways. The rapid means of communication
established by the - railways has (sinece the
eighties) rendered the modern manufacture of
butter and, its export possible, 2 matter which,
especially before the war, has been of prime
importance in the foreign trade of Finland.
Still greater has the significance of the rail-

ways proved in the case of the timber-refining -

industries, whose output forms the greater part
of Finland’s export. Not until the railways
came was a fully profitable exploitation of the
waterfalls and great resources in timber of the
interior possible for the service of our timber
and paper industries.

RAILWAYS UNDER CONSTRUCTION.

With a view to the further development of
the business life of the country the State is
continuing the building of railways. At present,
new railway to the extent of 300 kilometres is
under construction, wviz., 1) from the Carelian
railway, N of Sortavala to Suojérvi on the east-
ern frontier, a line important from both a stra-
tegical and an economic standpoint; 2) from Ti-
salmi on the Savo railway, a connecting-line to
Ylivieska on the Uledborg railway; 8) from Abo
to Nédendal and to Nystad, known for its ex-
cellent harbour; 4) from the northern end of
the Carelian railway at Nurmes, N of Kajaani
and Oulunjérvi Lake to Uledborg, with a 27
kilometres long branch line to Kajaani; 5)
a raitlway dfrom Viborg to the harbour of
Bjorks, to which wplace a line runs already
from the east, near the Russian frontier. For
these works, the State budget for the present
year includes an item of 49.2 mill. marks and
for new works on existing railways (for the
acquiring of heavier rails, stronger bridges, more
powerful locomotives etc.,) an item of 50 mill.
marks.

Many other new railway schemes await their
fulfilment. Of these, the following may be
specially mentioned: — the npeeds of inter-
national traffic necessitate a straighter connec-
tion with East Finland, for which purpose aline
straight from Abo to Riihimiaki will have to be
built; a new railway to the Arctic coast, to Pet-
samo is needed, via either Rovaniemior Kajaani;
a line due E from Viborg to the shore of Lake
Ladoga ete., ete.

Railways have been the pet child of the na-
tional economy of Finland and seem to preserve
this position for themselves in the futunre also.

o
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