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EDITOR'S PREFACE

In the autumn of 1914, when the scientific study of the effects

of war upon modern life passed suddenly from theory to history,

the Division of Economics and History of the Carnegie Endow-

ment for International Peace proposed to adjust the programme
of its researches to the new and altered problems which the War

presented. The existing programme, which had been prepared

as the result of a conference of economists held at Berne in

1911, and which dealt with the facts then at hand, had just

begun to show the quality of its contributions ;
but for many

reasons it could no longer be followed out. A plan was therefore

drawn up at the request of the Director of the Division, in which

it was proposed by means of an historical survey to attempt

to measure the economic cost of the War and the displacement

which it was causing in the processes of civilization. Such an

'Economic and Social History of the World War', it was felt,

if undertaken by men of judicial temper and adequate training,

might ultimately, by reason of its scientific obligations to truth,

furnish data for the forming of sound public opinion, and thus

contribute fundamentally toward the aims of an institution

dedicated to the cause of international peace.

The need for such an analysis, conceived and executed in the

spirit of historical research, was increasingly obvious as the War

developed, releasing complex forces of national life not only for

the vast process of destruction but also for the stimulation of new

capacities for production. This new economic activity, which

under normal conditions of peace might have been a gain, to

society, and the surprising capacity exhibited by the belligerent

nations for enduring long and increasing loss—often while pre-
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senting the outward semblance of new prosperity
—made necessary

a reconsideration of the whole field of war economics. A double

obligation was therefore placed upon the Division of Economics

and History. It was obliged to concentrate its work upon the

problem thus presented, and to study it as a whole ;
in other

words, to apply to it the tests and disciplines of history. Just

as the War itself was a single event, though penetrating by seem-

ingly unconnected ways to the remotest parts of the world, so

the analysis of it must be developed according to a plan at once

all-embracing and yet adjustable to the practical limits of the

available data.

During the actual progress of the War, however, the execution

of this plan for a scientific and objective study of war economics

proved impossible in any large and authoritative way. Incidental

studies and surveys of portions of the field could be made and were

made under the direction of the Division, but it was impossible to

undertake a general history for obvious reasons. In the first place,

an authoritative statement of the resources of belligerents bore

directly on the conduct of armies in the field. The result was to

remove as far as possible from scrutiny those data of the economic

life of the countries at war which would ordinarily, in time of

peace, be readily available for investigation. In addition to this

difficulty of consulting documents, collaborators competent to

deal with them were for the most part called into national service

in the belligerent countries and so were unavailable for research.

The plan for a war history was therefore postponed until condi-

tions should arise which would make possible not only access to

essential documents but also the co-operation of economists,

historians, and men of affairs in the nations chiefly concerned,

whose joint work would not be misunderstood either in purpose

or in content.

Upon the termination of the War the Endowment once

more took up the original plan, and it was found with but
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slight modification to be applicable to the situation. Work was

begun in the summer and autumn of 1919. In the first place

a final conference of the Advisory Board of Economists of the

Division of Economics and History was held in Paris, which

limited itself to planning a series of short preliminary surveys of

special fields. Since, however, the purely preliminary character

of such studies was further emphasized by the fact that they were

directed more especially towards those problems which were then

fronting Europe as questions of urgency, it was considered best

not to treat them as part of the general survey but rather as of

contemporary value in the period of war settlement. It was clear

that not only could no general programme be laid down a priori

by this conference as a whole, but that a new and more highly

specialized research organization than that already existing would

be needed to undertake the Economic and Social History of the

War, one based more upon national grounds in the first instance

and less upon purely international co-operation. Until the facts

of national history could be ascertained, it would be impossible

to proceed with comparative analysis ; and the different national

histories were themselves of almost baffling intricacy and variety.

Consequently the former European Committee of Research was

dissolved, and in its place it was decided to erect an Editorial

Board in each of the larger countries and to nominate special

editors in the smaller ones, who should concentrate, for the

present at least, upon their own economic and social war history.

The nomination of these boards by the General Editor was the

first step taken in every country where the work has begun. And
if any justification were needed for the plan of the Endowment,
it at once may be found in the lists of those, distinguished in

scholarship or in public affairs, who have accepted the responsi-

bility of editorship. This responsibility is by no means light,

involving, as it does, the adaptation of the general editorial plan
to the varying demands of national circumstances or methods of
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work ; and the measure of success attained is due to the generous

and earnest co-operation of those in charge in each country.

Once the editorial organization was established there could

be little doubt as to the first step which should be taken in each

instance toward the actual preparation of the history. Without

documents there can be no history. The essential records of the

War, local as well as central, have therefore to be preserved and to

be made available for research in so far as is compatible with public

interest. But this archival task is a very great one, belonging of

right to the governments and other owners of historical sources

and not to the historian or economist who proposes to use them.

It is an obligation of ownership ;
for all such documents are public

trust. The collaborators on this section of the war history, there-

fore, working within their own field as researchers, could only

survey the situation as they found it and report their findings in

the form of guides or manuals ; and perhaps, by stimulating

a comparison of methods, help to further the adoption of those

found to be most practical. In every country, therefore, this was

the point of departure for actual work ; although special mono-

graphs have not been written in every instance.

This first stage of the work upon the war history, dealing with

little more than the externals of archives, seemed for a while to

exhaust the possibilities of research. And had the plan of the

history been limited to research based upon official documents,

little more could have been done, for once documents have been

labelled
'

secret
' few government officials can be found with

sufficient courage or initiative to break open the seal. Thus vast

masses of source material essential for the historian were effec-

tively placed beyond his reach, although much of it was quite

harmless from any point of view. While war conditions thus

continued to hamper research, and were likely to do so for many

years to come, some alternative had to be found.

Fortunately such an alternative was at hand in the narrative,
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amply supported by documentary evidence, of those who had

played some part in the conduct of affairs during the war, or who,

as close observers in privileged positions, were able to record

from first- or at least second-hand knowledge the economic history

of different phases of the great war, and of its effect upon society.

Thus a series of monographs was planned consisting for the most

part of unofficial yet authoritative statements, descriptive or

historical, which may best be described as about half-way between

memoirs and blue-books. These monographs make up the main

body of the work assigned so far. They are not limited to con-

temporary, war-time studies ; for the economic history of the war

must deal with a longer period than that of the actual fighting.

It must cover the years of
'

deflation
'
as well, at least sufficiently

to secure some fairer measure of the economic displacement than

is possible in purely contemporary judgements.

With this phase of the work, the editorial problems assumed

a new aspect. The series of monographs had to be planned

primarily with regard to the availability of contributors, rather

than of source material as in the case of most histories ; for the

contributors themselves controlled the sources. This in turn

involved a new attitude towards those two ideals which historians

have sought to emphasize, consistency and objectivity. In order

to bring out the chief contribution of each writer it was impossible

to keep within narrowly logical outlines ; facts would have to be

repeated in different settings and seen from different angles, and

sections includedwhich do not he within the strict limits of history ;

and absolute objectivity could notbe obtained in every part. Under

the stress of controversy or apology, partial views would here and

there find their expression. But these views are in some instances

an intrinsic part of the history itself, contemporary measurements

of facts as significant as the facts with which they deal. Moreover,

the work as a whole is planned to furnish its own corrective ;

and where it does not, others will.
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In addition to this monographic treatment of source material,

a number of studies by specialists is already in preparation,

dealing with technical or limited subjects, historical or statistical.

These monographs also partake to some extent of the nature of

first-hand material, registering as they do the data of history

close enough to the source to permit verification in ways impossible

later. But they also belong to that constructive process by which

history passes from analysis to synthesis. The process is a long

and difficult one, however, and work upon it has only just begun.

To quote an apt characterization, in the first stages of a history

like this one is only
'

picking cotton '. The tangled threads of

events have still to be woven into the pattern of history ; and for

this creative and constructive work different plans and organiza-

tions may be needed.

In a work which is the product of so complex and varied

co-operation as this, it is impossible to indicate in any but

a most general way the apportionment of responsibility of editors

and authors for the contents of the different monographs. For

the plan of the History as a whole and its effective execution

the General Editor is responsible ; but the arrangement of the

detailed programmes of study has been largely the work of the

different Editorial Boards and divisional Editors, whohave also read

the manuscripts prepared under their direction. The acceptance

of a monograph in this series, however, does not commit the editors

to the opinions or conclusions of the authors. Like other editors,

they are asked to vouch for the scientific merit, the appropriate-

ness and usefulness of the volumes admitted to the series
;

but

the authors are naturally free to make their individual contribu-

tions in their own way. In like manner the publication of the

monographs does not commit the Endowment to agreement

with any specific conclusions which may be expressed therein.

The responsibility of the Endowment is to History itself—an

obligation not to avoid but to secure and preserve variant narra-
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tives and points of view, in so far as they are essential for the

understanding of the War as a whole.

J. T. S.

It should be stated that the present volume was originally

planned to form part of another series, the
'

Preliminary Studies

of the War ', undertaken at the suggestion of the Director of the

Division of Economics and History in 1917. In fulfilment of

that programme, Professor Greven, as Dutch member of the

Committee of Research, was requested to secure a monograph
which should deal with such topics as

'

the result of the direct

outlay which the war is causing, the effect of the reduction of

general wealth on the condition of each class of the people, on

the various movements for improving the status of labourers, on

the earning powers of labourers themselves '. Professor Greven

was happy to find in Dr. M. J. Van der Flier a competent
economist who was willing to undertake the task, although fully

aware of the difficulties due to incomplete materials and the

intricacy of the subject. The following pages bear witness to

the skill with which the available source material was used, and

the facts made intelligible for the non-technical reader. It was

partly due to these and other merits of the work itself that,

although completed as early as 1919, it was finally decided to

include it as a number in the present series. The later develop-
ment of Dutch finances, as shown in the post-war years, will be

described in a complementary essay.
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CHAPTER I

GENERAL INFORMATION CONCERNING THE
NETHERLANDS

The Netherlands, with an area of only 34,185 square kilometres,

or 12,741 square miles, is one of the smallest countries in the world.

In Europe, only Belgium and Luxemburg—ignoring certain

miniature states—are in this respect inferior to the Netherlands.

On this small patch of ground live and toil an exceedingly large
number of people. On December 31, 1914, the Netherlands had
no less than 6,339,727 inhabitants, or 185 persons per square

kilometre, being in this respect surpassed only by Belgium, with

252 inhabitants per square kilometre, the country which most

closely approaches it in density of population. England has only
144 inhabitants per square kilometre.

From time immemorial the population of the Netherlands

has found its principal means of livelihood in agriculture, com-

merce, and various industries. The latest census of occupations

(1909) gives the following figures :

Occupation

Agriculture .

Commerce and transportation

Industry .

Fishing and hunting

No. persons

employed

616,395

409,570

782,382

23,182

Per cent

10-55

6-98

13-35

0-39

Soil and situation are greatly in favour of the Netherlands.

Dutch cattle, dairy products, such as cheese and butter, vegetables,
fruit and flowers find a ready market in all parts of the world.

That commerce and transportation could not but thrive in the

Netherlands will be readily understood by any one who glances
1569-50
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at a world map. Situated on the most extensively navigated sea

in the world, comprising the mouth of Europe's most important
river, traversed by a large number of waterways, the Netherlands

is destined to become a gateway for goods in transit from and
to Central Europe. Accordingly, transit trade has developed

immensely. For centuries the Dutch have gained by navigation
a reputation that has extended far beyond the boundaries of their

country, and colonial possessions of immense wealth. To a large
extent their industry depends upon their commerce, being either

originated by it or serving it. Independent industries are rare in

the Netherlands. Not until lately has it begun to follow the

example of the leading states, showing a tendency to become

a manufacturing state, i. e. a state in which industry puts its

mark on the labour of the population.
Another rich source of prosperity is sea-fishery. From various

seaports, among which Scheveningen ranks first, a large number
of steam and sailing fishing-boats go out to catch herring, yielding
a profitable business to a large number of ship-owners and those

engaged in kindred occupations. Dutch herring
—' Dutch sweet-

meat of the sea
'—finds a ready market not only at home but also

in Germany, Belgium, and the United States.

While the Netherlands at the outbreak of the war enjoyed
a period of general prosperity, this had by no means been the case

during the whole of the preceding century. At the beginning of

the nineteenth century extreme depression reigned in the country,
and many a year of immense exertion had to elapse before she

was ultimately raised to her present height.

Napoleon, in his endeavour to gain sway over the world,

ruthlessly abused the national strength of the Dutch. In the

Napoleonic era commerce and navigation were suspended, the

merchant fleet was destroyed, thousands of persons were deprived
of their ordinary means of livelihood, and the national wealth was

considerably weakened by the levying of heavy taxes and loans,

even to such an extent that in 1810 state bankruptcy could be

avoided only by a forcible reduction in the interest on the national

debt. The economic and mental depression which resulted were

felt for years after.

Although the Netherlands,when they recovered their independ-
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ence at the end of 1813, had the good luck to chance upon a prince

of broad mind and great perseverance in the person of their first

king, William of Orange, the nation itself lacked the necessary

energy and showed little inclination to follow the sovereign in his

designs. Commercial enterprise had been extinguished to a large

extent, and for the time being people contented themselves with

drawing profits from the colonies which had been left to them.

The Dutch East Indies, or rather the Isle of Java, became the

centre of their national commerce and industry. Chiefly colonial

products were brought by the vessels to Dutch ports, and for

many years after the seaports subsisted chiefly on them. More

than ever the East Indies, according to a trite Dutch saying, were

the cork on which the Netherlands floated.

Nor was the reconstruction of the Netherlands, after the

French supremacy, promoted by Belgium's being united to them,
which Union had been concocted at Vienna. The interests of

the Northern and Southern Netherlands were too widely different,

especially in tariff questions, for this artificial combination to be

profitable. While it was felt in the north that for the restoration

of the former extensive commerce and navigation the system of

free trade was the more advantageous, the Belgian section, on

the contrary, desired the continuance of protective duties.

Through the continental system the Belgians had been able to

develop extensively their iron and steel industries, and they now
looked to protectionism for support against the imminent invasion

of sharply competing English manufactures. The secession of

Belgium took place in 1830. It was unfortunate that the separa-
tion of north and south could not have been brought about

without resort to arms. The Netherlands sustained great financial

losses through the necessity of keeping her army at war strength
for years after, until in 1839 a definitive settlement was at last

achieved.

Again state bankruptcy was threatened. The annual interest

on the national debt amounting, before the secession of the Belgian

provinces, to 26-5 million guilders, chargeable to both north and

south, had increased to 39 million guilders, for which only the

north was responsible. Still, better times were in sight. A great

loan, followed by a conversion in 1844, re-established our finance,

b 2
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and for many years large sums of money came from the colonies,

as profits from the government plantations, and strengthened
the financial position of the mother country. The colonies con-

tributed large sums toward the redemption of our national debt

and procured the means for the construction of productive works,

especially railways.

The abolition of the protectionist system was deliberately
aimed at. The mother country did away with all differential

duties in 1850, and organized the new tariff of 1862 in a perfectly

free-trading spirit ; the Indies following in 1872 by likewise dis-

carding all rights of preference and mitigating the tariff.

Our agriculture was the first to flourish. The abolition of the

corn duties in England, the increased purchasing power of the

industrial population in Belgium and England, the opportunity
for prompt exportation by railway or steamer—all these were

favourable factors, indeed, that after about 1850 initiated a period
of great prosperity for our agriculture, which period, lasting for

/ more than a quarter of a century, was justly spoken of as a
'

golden age '.

Commerce and navigation could follow the lead only after the

sadlyneglected entrances to our two large portshadbeen thoroughly

improved and modernized. With the Nieuwe Waterweg (opened
for navigation in 1872) Rotterdam got into connexion with the

* North Sea, which admitted of an enormous development of this

harbour town, so eminently well situated for transit along the

Rhine. Four years after the North Sea Canal was finished. It

had been dug right across the province of North Holland, in order

to furnish Amsterdam with a short road to the North Sea. The

improvements mentioned above came just in time, since the

opening of the Suez Canal initiated a period of immense expansion
of international commerce. The prosperity of the farmers was

not unrelated to the remarkable increase of national energy.
From those days dates the establishment of our great steamer

lines to our colonies and to America and the extension of our

communications with the ports of the Mediterranean and the

north and east seas. These naval communications wholly

changed the aspect of the traffic in the ports. What had up to
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that time been an almost exclusively colonial commerce assumed

an international character ; products from all parts of the world

were imported into the ports, mostly in transit, but also for

a steadily increasing home consumption.
In 1850 only 1,900 ships harboured at Rotterdam, but this

number had increased five-fold directly before the outbreak of

the war, the tonnage having increased 38 times. The city is

developing into a port which rivals Antwerp, and which, on the

Continent, is surpassed only by Hamburg. The total net tonnage
of vessels which entered and cleared at the seven principal ports
of the world in 1912 was :

x

Net register tons

New York 28,835,000

Hamburg
London

Antwerp
Rotterdam

Hongkong
Liverpool

24,942,000

24,050,000

23,907,000

23,076,000

21,463,000

20,818,000

The port ranking next after the above in amount of traffic, i. e.

Bremen, reached only 6,687,000 tons.

Closely related to the development of Rotterdam as a seaport
is her traffic with Germany along the Rhine. Here, too, the

figures speak sufficiently for themselves :
2

Rhine Trafetc between Rotterdam and Germany

Year
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conquering the fifth place among the shipbuilding nations. This

development is exhibited in the following table :

Tonnage of Newly Built Merchant Ships above 100 Tons

Year
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After 1895, however, notable improvement set in. The prices

rose—partly in consequence of restricted production, partly by
the increased purchasing power and demand of the industrial

population. In addition to this the Dutch farmer gradually
learned to adapt himself to the changed circumstances. Where
the cultivation of corn resulted in steady losses, the growing of

sugar beet was substituted for it. This industry, especially of

late, has greatly increased. The produce of sugar, in tons of

100 kilograms, has amounted to :

Year Tons

1864-5 . . . . . . 3,700

1899-1900 .... 153,009

1912-13 .... 279,000

Two other young industries—the manufacture of potato-flour
and of straw-board—yielded fair profits to the agricultural popula-
tion. Although they were inaugurated in the latter half of the

nineteenth century, these manufactures produced in 1912 about

110 million kilograms of potato-flour and 272 million kilograms
of straw-board. 1

Moreover, Dutch agriculture sought to improve its competitive

position by excelling in quality. Agricultural instruction was

fully modernized, the state offering all kinds of scientific informa-

tion to the farmers—gratuitously for the most part. By registering
horses and cattle an excellent means of control was acquired
over the quality of these animals. Dairy products that were of

good composition received a government mark, which furthered

export. And, lastly, gardening was practised more intensively
than ever.

Favourable results were not wanting, as is shown by sundry

figures. The yield of all cereals on the same acreage increased

considerably ; for example, the average produce of wheat, augmented
from 21-2 hectolitres per hectare in 1876-80 to 30-9 hectolitres per
hectare in 1906-10 ; rye from 17-4 to 24-6 hectolitres per hectare

during the same period ; barley from 36-1 to 44-8 hectolitres per
hectare.2

1 De Nederlandscke Landbouw in het tijdvak 1813-1913, pp. 462, 464.
2

Jaarcijfers van het Koninkrijk der Nederlanden, 1914, p. 210.
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Our live stock in the years 1871-80 and 1913 consisted of :

Year
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in 1913. 1 This points to energy and zeal. The impression is

confirmed by much other data exhibited in the following table of

factories and power-plants :
2
.

Year
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The increase in receipts from the railways, the post office, the

telegraph and the telephone, likewise exhibits a decided upward
tendency.

1

Receipts
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Of the three colonies, the Dutch Indian Archipelago remained

for the whole of the nineteenth century a rare source of prosperity.
Immense capital was invested in the rich soil, the exploitation

remaining in the hands of Europeans
—Dutchmen for the most

part
—as the natives lacked the necessary energy. This large

country of 1,896,537 square kilometres, in which lives a population
of approximately 40 million people, seems predestined to play an

important part in the process of international production. Before

the opening of the Suez Canal it yielded nothing but such colonial

products as tea, coffee, sugar, and spices. It has since begun to

export a large number of other products, such as rice, maize,

ground-nuts, coco-nuts, soya beans, and rubber.

There are signs now that Java, the principal island, is going to

produce whole- and half-manufactured articles from her own raw

materials, finding new and for the present unlimited markets in

the rapidly developing districts of Australia and Western America.

In this way she is exerting herself to become a separate centre of

production for Asia, Australia, and America, hereby shifting

commerce away from Europe even more.

Especially of late the rate of development has increased con-

siderably. Illustrative of this are the following figures of imports
and exports :

*

Year
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The Netherlands was much less fortunate with its two other

colonies, Surinam and Curacao.

Surinam, with an area about five times as large as the mother

country, has a population of less than 100,000 people, of whom
only a thousand are Europeans ; only 250 square kilometres are

cultivated. This country is fertile and adapted to the cultivation

of products such as sugar, maize, ground-nuts, etc. But the

colony suffers from want of labourers, and attempts to impoit
coolies from British India and Java have made but slight improve-
ment. Of the group of islands in the Caribbean Sea, the Isle of

Curacao, with her exceptionally well situated port, is by far the

most important. As a port for goods in transit and as a coaling

station, a great future seems to be in store for her, in view of the

increased navigation by way of the Panama Canal. Here, too,

the native population of 80,000 inhabitants is of little economic

account, because their welfare is kept down by the dry climate and,

generally speaking, unfertile soil.

The relatively slight importance of the two colonies is exhibited

by the following figures :
l

Year
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growth of its population, which was continuous, owing to an

increase of births and a decrease of deaths.1

Year
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The increase is clearly exhibited by the following table of

national expenditure during the last years before the war :

Year
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Chapter
I.-—Civil List ......

II.—Legislative Body and Royal Cabinet

III.—Department of Foreign Affairs

IV.—Department of Justice .

V.—Department of Interior .

VI.—Department of Marine .

VII (a).—National Debt
VII (6).

—
Department of Finance

VIII.—Department of War
IX.—Department of Public Works, etc.

X.—Department of Agriculture
XL—Department of Colonies

XII.—Department of Contingencies

Total .

Guilders

1,029,468

816,168

1,365,738

11,061,456

39,794,988

19,808,351

38,021,168

35,961,148

33,100,247

40,580,980

14,205,914

2,943,028

38,213

238,726,867
x

or about 38 guilders per capita.

The Departments of War and of Marine are hereby seen to have

demanded more than one fifth of the total expenditure. Wars of

former times were chiefly responsible for the fact that about

10 per cent of the budget had to be devoted to annual interest and

redemption of the national debt.

This national debt was of rather recent origin. When the

Confederate Republic of the United Provinces in 1795 had to

make way for the
'

one and indissoluble
'

Batavian Republic,

along with many more unifications, the various debts of the

provinces and other liabilities of a more or less pronounced public
character were consolidated. This was the origin of the Netherland

national debt, which at that time may be estimated at

1,000 million guilders, or 500 guilders per capita, with an annual

interest of 26-5 million guilders. The Napoleonic period greatly

augmented the public debt until Napoleon put a stop to further

increase by paying, after 1810, only one third of the annual

interest, which meantime had increased to 139 million guilders.
On recovering our independence, the various national debts

were reorganized and converted into : (a) the Netherland
'

real
'

(interest-paying) debt, amounting to 616,940,678 guilders, with

an annual interest of 2-5 per cent ;
and (b) the Netherland deferred

Jaarcijfers, 1914, pp. 329, 331, 333.
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debt, to an amount of 1,000 million guilders, temporarily not

paying any interest. Now, of this second debt, 4 million guilders
were annually to be converted into

'

real
'

debt. The debt per

capita, estimated according to its real value, then amounted to

about 300 guilders.

Of the deferred debt, which of course had a very low market

value, the still floating amount of 764,912,200 guilders was con-

verted in 1841, 71,396,092 guilders being added to the
'

real
'

debt.

The first half of the nineteenth century was highly unfavourable

to the national finance. The reign of William I was a great drain

on the revenues of the state, to which were added the great

expenses caused by the forcible secession of Belgium.
As has been stated above, temporary relief was brought by

the loan of Mr. van Hall in 1844, which went by the name of
4

voluntary loan ', though it was only partially voluntary, as a

forced tax on capital was to follow if it was not fully subscribed.

After 1850 came a much more favourable period. For more
than a quarter of a century, from 1850 to 1878, not only were no

new loans issued, but no less than 240 million guilders were

redeemed, for the most part in consequence of the large revenues

coming from India. Thus the debt of 1,230 million guilders

decreased to 912 million, the annual interest from 36,500,000

guilders to 26,500,000 guilders, and the charge per capita from

12 guilders to 6-5 guilders.

The insurrection of Atjeh put a stop to this uncommonly
advantageous period. Moreover, there was a general feeling that

the colony ought not to be exploited to such an extent.

Again the Netherlands repeatedly had to extend loans to defray
the expenses of productive works (railways), but then the 4 per
cent debt could be converted in 1886 into a 3-5 per cent debt, and

this annual interest could again be lowered 0-5 per cent in 1896.

But on the last pre-war loan, issued in 1911, an annual interest

of 3-5 per cent had again to be paid, and the loan could only be

placed at the rate of 96 per cent.

On January 1, 1914, the total nominal amount of the con-

solidated debt was 1,148,380,000 guilders, or 191 guilders per

capita, with an annual interest of 32 million guilders, the charge

being 60 per cent less than that of a century before.
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The chief item of increased expenditure was education, which

had become more and more expensive as the demand of the

majority of the population for the endowment of private and

public instruction on an equal footing was more consistently
acted upon.

Instruction Cost

Year
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In 1913 direct taxes were :

(a) A tax on income from trades and professions, levying
a duty from a minimum of 1 guilder on an income of

650 guilders to 148 guilders on an income of 8,200 guilders ;

moreover, 3-2 guilders for each additional hundred guilders
above 8,200 guilders. The tax on income from capital was
somewhat higher.

(b) A tax on capital, charging from 1-4 per mille to rather

more than 2 per mille on capital of 13,000 guilders and above.

(These two taxes constituted a
4

divided
'

tax on income.)
. , (c) A personal tax, charged on the expenditure or the external

circumstances of the tax-payers according to the standards of :

Rent : 8 per cent.

Hearths : from 0-5 guilders to 8 guilders per hearth.

Furniture : from 0-5 guilders on furniture valued at 140

guilders, to 73*5 guilders on furniture valued at 5,000

guilders. Moreover, 15 guilders for each increase in value

of 1,000 guilders.
Servants : from 6 guilders to 50 guilders per servant.

Horses : from 25 guilders to 50 guilders per horse.

Cycles : 2 guilders per cycle.

Motor-cycles : 6 guilders per motor-cycle.
Motor-cars : from 60 guilders to 250 guilders per car.

(d) Land tax. A tax on the estimated annual produce of

landed property, amounting to 4-86 per cent on houses and
6 per cent on land.

(e) Legacy duties. Although reckoned by law among the

indirect taxes, they really belong to the direct taxes, as they
cannot be shifted.

During the year 1913 the different sources of state revenue

yielded :

Indirect taxes Guilders Guilders

Import duties 17,020,000

Excise duties

Sugar 26,945,000

Wine 1,559,000

Spirits . . . ... . . 28,903,000

Salt . 1,860,000

Beer and vinegar . 1,609,000

Slaughtering . 5,866,000

66,742,000

Stamp duties .

N

6,724,000

Registration duties . . . ... . . . 8,010,000

Mortgage duties . . . . . .... . 847,000
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Direct taxes Guilders.

Tax on income from trades or professions . . . . . 13,729,000

Tax on capital 11,016,000

Personal tax , . . . . . 12,899,000

Land tax 15,391,000

Legacy duties 16,755,000 »

Althoughthe prospect of a necessaryexpansion of state revenues

was not very pleasing, taxation could safely be increased without

any danger to prosperity, the financial competence of the popula-
tion having considerably increased during the last years pre-

ceding the outbreak of the war. Taxable national capital had aug-
mented by 42 per cent since the introduction of the tax on capital

in 1892. The taxable income, according to the tax on income from

trades and professions, increased during the years 1893-1913

by 78-5 per cent. As to the method of bringing about this

increase of revenue, there was much difference of opinion. The

party which advocated an increase in the tariff that would have

given it a protectionist character had received a minority vote in

the election of 1913, when the tariff had been one of the election

issues. Direct taxes were therefore resorted to. A plan for the

introduction of a general income-tax had just been settled upon
when the war broke out.

In the Netherlands, as elsewhere, the distribution of wealth

was highly uneven, and sundry figures, if considered relatively,

afford an alarming illustration of social inequality.
Of 583,839 persons assessed in 1914 for a collective income

of 784,309,000 guilders, in accordance with the income-tax,

354,329, or more than the half, had an income of 1,000 guilders
at most, and as the total income of this group amounted to

265,665,000 guilders, the remaining 229,510 had a collective

income of 518,644*000 guilders.
2

The disparity of landed property ownership is exhibited by the

fact that of 209,156 farmers only 106,342, or a little more than

50 per cent, were possessors of the land cultivated by them.

The prosperity of the overwhelming majority of the population
is but scant, only 60,000 people being able to keep servants

1
Jaarcijfers, 1914, p. 326. 2

Jaarcijfers, 1915, p. 170.

C2
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above 18 years, 49,000 of these having to limit themselves to

just one.1

An indication of the highly straitened circumstances in which

a large part of the population lives, lies in the building statistics.

At the latest census in 1909, 859,231 people appeared to live in

237,295 rooms, none of them occupying more than one room.

Among these were no fewer than 124,666 families, consisting of

more than two persons.
2

Small wonder that a large number of people are in need of

public charity. In 1913 no less than 227,100 persons, or 3-59

per cent of the population, availed themselves of public relief.3

1
Jaarcijfers, 1915, p. 123.

2
Bijdragen tot de statistiek van Nederlatid CLX Woningstatistiefc table i and iii.

3
Jaarcijfers, 1915, p. 143.



CHAPTER II

THE NETHERLANDS AT THE OUTBREAK OF
THE WAR

,
The economic effects of the outbreak of the war were the same

in the Netherlands as in other countries. Commerce and traffic

were brought to an almost complete standstill,and production was

greatly hampered, chiefly in consequence of the mobilization.

But the shock was felt most severely by credit, which in the

Netherlands, as also in all countries, is closely bound up with the

economic and social life of the entire population. The people were

panic-stricken. Those who had loaned money sought to recover

it, and there was no buying or selling save for cash. Those who
were able to do so purchased large supplies of food, often at fancy

prices, and all further trading ceased entirely.

The demand for currency increased enormously. Gold and
silver coins were eagerly sought, since even the notes of the Bank
of the Netherlands were mistrusted. 1 Once in the possession of

silver—gold was no longer in circulation, since the bank was not

under obligation to redeem its notes in gold
—the people hoarded

it as far as possible, in fear of what the future might bring. But
this served only to increase its scarcity. Moreover, the government
itself was in need of currency. The national defence had to be

organized regardless of cost, and as nothing could be bought with-

out cash, that medium had to be provided.
The brunt of the burden had to be borne by the banks,

especially the Bank of the Netherlands, which like the Bank of

France had concentrated its efforts, especially in former years, on

1 A common trick was to purchase a postal order for something less than 10 guilders

(the smallest denomination of bank-notes) and make it payable to oneself or a friend.

The purchasers paid for the order with a bank-note, but on cashing it he demanded
even money—hence specie. To prevent this the Amsterdam post office gave notice

that only even money would be accepted, and no bank-notes exceeding the amount
of the order. This gave rise to a rumour that even the state mistrusted the bank-notes.

Large advertisements appeared in the newspapers, in which prominent citizens exhorted
their countrymen to continue using bank-notes as currency for that day.
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the issue of bank-notes, having thereby become the depository of a

great manyother banksand of an overwhelming majority of private

persons. Generally speaking, it may be said that the position of

the Bank of the Netherlands as regards the covering of its notes

and deposit accounts was strong in those days. Nevertheless it

was insufficiently prepared for a crisis of such extraordinary
character. On July 25, 1914, it had a metal reserve of 170,341,000

guilders against demand liabilities totaling 316,635,000 guilders.
1

Thus, its circulating notes and its demand of deposit accounts were

covered in a proportion of about 54 per cent, the law requiring

only 40 per cent. It was a serious matter, however, that only

8,228,000 guilders of this metal reserve of more than 170 million

guilders were in silver, the remaining 162,113,000 guilders being
in gold. What in normal times had strengthened its position,

that is, the low proportion of silver in its reserves, now served to

weaken it.

The bank was simply unable to supply the public demand for

specie. Parting with its gold was quite out of the question, of

course, owing to the dangerous position in which the country was

placed. Nor could it be forced to do so, since the monetary system
of the Netherlands is based on the limping bimetallic standard, the

free coinage of silver being prohibited.
The bank adopted measures to protect itself. Its maintenance

was absolutely necessary since the welfare of the entire population
was dependent upon it. It put every possible obstacle in the way
of the redemption of its notes, without, however, going as far as

the Bank of England, which ordered a bank holiday and closed

its doors for a week. In the offices located in the principal towns

it opened only one window and forced people to wait several hours

in order to obtain specie. On August 1, when its stock of silver

had decreased to 2,986,375 guilders, it went still farther and

ordered that nobody could obtain silver for paper in an amount

exceeding 100 guilders at a time ; and two days later this limit

was lowered to 25 guilders.

Meanwhile, the government rendered prompt and effective

assistance towards relieving the momentary perplexity. A royal

1 For these and similar data, see the annual statements of the Bank of the

Netherlands.
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decree of July 31, 1914,
1
prohibited the exportation of gold on

account of the rise of London exchange, which in the first days
of the crisis went far above the gold point of export. This decree

was unprecedented in the history of Netherland legislation ; as

a matter of fact, it was contrary to law, since prohibition could

be established only with the co-operation of parliament, and it

had to be justified by a subsequent act—a bill of indemnity.

Although a decrease in the stock of gold was in this way

prevented, nevertheless on the same day the government adopted
a measure which rendered possible a great extension of circulation.

It ordered that henceforth only 20 per cent of the reserve against

demand liabilities had to consist of precious metal, this being
half of what had previously been obligatory. This step was taken

in the nick of time, for the next day's statement showed that

the bank, if it had adhered to the former regulations, would already

have fallen 15 million guilders below the legal minimum. Now,

however, the bank could point to an excess metal reserve of

75 million guilders, permitting it to augment its note circulation,

which in the preceding week had increased from 310,437,000 to

427,919,000 guilders, by no less than 375 million guilders.

A third governmental provision made it possible, if necessary,

to do away with all difficulties connected with the redemption of

bank-notes. This was an act of August 3, 1914,
2
authorizing the

government to suspend the redemption thereof. In reality, this

measure was not carried out, the position of the bank leaving no

occasion for it. But the fact is that it had been taken more

especially as a precaution, and the government was not in the

least inclined to enforce it. It aimed at preventing or limiting,

as far as possible, any moratorium, and at putting the fewest

possible difficulties in the way of financial transactions.

Still, the problem of how to provide for the extraordinarily

increased demand for small currency was not solved thereby.
The bank was not authorized to issue bank-notes in denominations

of less than 10 guilders, and it was precisely currency of lesser

value that was needed. Neither the bank nor the government
had any silver (coins or bullion) in store, and the silver coins that

were in circulation rapidly disappeared. Nothing was left for

i Staatsblad, 1914, No. 333. 2 SUmtsblad, 1914, 345.
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the government to do, therefore, but to issue paper money. By
an act of August 6, 1914,

1 the government was authorized to issue

silver bonds in denominations of 1 guilder, 2J guilders, and
5 guilders, which were to circulate as legal currency and were

afterward to be redeemable in silver. This act likewise came in

good time. Numerous communes had already issued paper

money secured by bank-notes, and in some small places even

private employers had resorted to paying their workmen in this

way.
The Bank of the Netherlands did not limit itself, however, to

the purely passive measure of refusing to redeem its notes. It did

what every bank of issue does in times of crisis ; it tried to temper
the demand for credit, as far as possible, by the effective means of

raising its discount rate. On July 29 it raised the rate, which

since March 1914 had been lowered from 4 to 3 5 per cent, to

4-5 per cent ; and on August 1 again to 6 per cent. On August 20

the rate was lowered to 5 per cent, at which level it was maintained

for a considerable time.

The extent to which the Bank of the Netherlands was put under

strain in the first days of the crisis is shown by the following table :

July 25, 1914 August 8, 1914
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inevitable. The primary lenders—for the most part large indus-

trial establishments—demanded their money, and the banks in

turn called in the re-invested sums. Now, if the final borrower had
been able to satisfy his obligations, there would have been no

danger ; but this was not to be expected, since many merchants

had fallen into straitened circumstances for the reason that their

creditors had called in their loans, so that they themselves were

unable to recover their invested money.
Not to pursue this matter into its details, it is obvious that an

insistence by each party upon his rights would have entailed a
succession of bankruptcies.

The parties had to join hands and help themselves. On July 29

the Amsterdam Exchange was closed by order of the board of

directors, who thereby averted the most imminent danger, as the

customary call-loan regulations included a provision that a loan

could be called only on days when the exchange was open.
Now that the exchange was closed the calling of loans was accord-

ingly impossible, and all execution was thereby prevented.
As regards deposits and reserve against current accounts,

equally novel protective measures were adopted. Although the

chief financial institutions were strong enough to meet the demands
for withdrawal of deposits

—two large banks having paid out

about 50 million guilders in two days
—this was of course beyond

the power of the small and middling banks. The latter, although

legally bound to pay their deposits, bluntly refused to do so,

finding the necessary support in mutual solidarity. Many of them
were united in a rural association of bankers and brokers, and the

directors of this association issued a circular urgently requesting
members thereof, in paying depositors, to limit themselves to

what was necessary for subsistence, wages, or undeniable obliga-

tions, and not a few of them were more than glad to comply with

this request.
While the closing of the Exchange could be prolonged for

a month or more without further regulations, it is evident that so

purely passive a means of defence as the blunt refusal to repay
borrowed money could not be long persisted in. Moreover, the

enormously increased demand for credit had to be satisfied, if only
in part.
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As early as July 31 the banking world organized a systematic
assistance. A large number of financial institutions agreed on the

formation of a guaranty syndicate, the members of which placed
at the disposal of their clients a total credit of 200 million guilders

against the most varied security. This credit was to be paid by
the Bank of the Netherlands through the medium of an existing

league of financiers who were to examine and sign the requests.

Thanks to the quick abating of the tempest, however, only

slightly more than 23 million guilders were borrowed out of the

200 million that had been promised.
1 The extraordinarily high

rate of interest which the lenders demanded, not only for these

credits but also for the already existing loans, also contributed to

this result. The rate had been fixed at 2 per cent above the bank

interest for secured loans, so that the borrower had to pay
10-2 per cent in the month of August.

2

It is true that the severity of this measure restrained people
to some extent, but at the same time it created great discontent,

since the public could not understand the reasonableness of such

exorbitant profit-making on the part of the bank.

The savings banks also had a very bad time of it.
3 Whereas

in normal times a daily average of about 200,000 guilders was paid
out by the state Postal Savings Bank, no less than 12 million

guilders (fifteen times the daily average) were paid out on July 30

and 31 and August 1 and 3, that is, in four days.
On August 3, when the climax of the financial crisis had been

passed, a royal decree was issued authorizing the directors to

postpone the term of payment for six months, the ordinary term

being two weeks. The difference was exorbitant, and to mitigate

the hardships that might result it was ordered that in the meantime

an amount of 25 guilders at most might be drawn weekly. This

amount of 25 guilders was considered by many bankers sufficient

to satisfy the most urgent needs of their depositors for the first

weeks.

While people in this way succeeded in withstanding the first

shock, relief came unexpectedly soon. Public credit recovered

1 M. W. F. Treub, Oorlogstijd-Herinneringen en Indrukken, pp. 209 et seq.
2 Interest at 9 per cent and a commission at 1-2 per cent.

3 For these and similar data see the annual, Financieel Jaarboek, 1914, ed. of De

Nederlandsche Financier, published at Amsterdam.
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to such an extent that the dangerous weaknesses could easily be

surveyed and preparations could be made for definitive measures.

The actual credit crisis did not last a fortnight. Although the

apprehension of the population continued, by the middle of August
the banks were functioning normally again, generally speaking,

and credit was again available, if at high interest.

This prompt abatement was due chiefly to the fact that it soon

appeared that the belligerents did not intend to draw the Nether-

lands into the armed conflict. The feeling of relaxation was

clearly reflected in the movement of withdrawals and deposits in

the state Postal Savings Bank, an institution which beyond any
other is patronized by the masses, nearly one-third of the depositors

being labourers.

Another highly important factor was that very soon, indeed,

a clear perspective for the immediate future began to outline

itself. The stoppage of railway traffic, and the prohibition of the

exportation of nearly all articles, frightened those concerned in it

to such an extent that they at first gave way to despair and

assumed a passively expectant attitude. Although the retailers

of food supplies did splendid business on account of the general

public alarm until they were sold out, the sale of everything that

smacked of luxury ceased entirely. The same applies to the export
trade. Agriculturists especially, whose products such as fresh

vegetables and fruit were perishable, were thrown into a state of

tremendous alarm. Expensive vegetables were sold for a song,

and ripe fruit was left to rot on the ground, as it did not pay to

take it even to the nearest market.

But within a fortnight after the outbreak of the war, both

belligerent parties began to draw from the Netherlands materials

for the economic war. The demand for articles of exportation,

which had lain dormant for a moment, now returned with a

greatly increased intensity. The government, now that large

profits were in sight, complied too readily with the wishes of

greedy producers and merchants. The frontiers, originally closed

from a motive of security, were opened again, and large quantities

of products were drawn away with the greatest velocity by the

insatiable foreign demand, with the result that a veritable stream

of gold flowed into the country.



28 THE NETHERLANDS AT THE

As early as August 14 the Bank of the Netherlands reacted

to the altered situation. It lowered the interest on loans on

security and on running accounts by 0-5 per cent, and six days
later proceeded to reduce the entire bank interest by 1 per cent.

On August 20 the private banks lowered the call rate to 8-2 per

cent, fully 2 per cent below the rate at the beginning of August.
Positive evidence that a change had set in was furnished by the

fact that the rate of exchange on England, which at the beginning
of the crisis had risen to 12-4 guilders, that is, to 0-26 guilders

above par, in September fell to the extraordinarily low rate of

11-7 guilders. That a sense of relief was felt by the whole popula-
tion is shown by the attitude of the public toward the state

Postal Savings Bank. From August 4 the number of withdrawals

decreased considerably, as shown by the following table :
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allowed to execute on account of unpaid taxes. In the main,

however, matters stopped there.

The arbitrary defensive attitude of the bankers had been a

welcome support to the government. Mr. Treub, then Minister

of Agriculture, declared that the government had come to the

conclusion that a legal moratorium was unnecessary, now that

the available means were to be reserved as far as possible for

those who really needed them.

It is interesting to observe that of all the measures aiming
at a practical moratorium this one, to which the government
referred in justification of its attitude, was the first to be done

away with. But two other measures adopted at the beginning of

the following month obtained a legal basis which was continued

during the further course of the crisis. The closing of the Stock

Exchange was legalized by the so-called Exchange Act of Sep-
tember 4,

1 which was issued to prevent the execution of callable

contracts—hence to protect the borrower and to secure a smooth

settlement of call loans. The Minister was to fix the value of

securities, and the execution rates were also to be established by
the government. These latter rates were of importance for the

reason that an executor was forced by the Exchange Act to

buy the security himself at the fixed rate if nobody else ottered

a higher price for it.

The act provided, moreover, that if only the borrower took

care to keep his securities assessed at the fixed rate—20 per cent

above the value of the money borrowed by him—he would be

entitled to a continuance of his loan until six months after the

conclusion of peace. But he had to announce before March 1,

1915, whether he wished to avail himself of this privilege.

All this was not to become of practical value until after the

Exchange was reopened, all execution being out of the question
until then. The time of the reopening was to be fixed by the

Minister. That henceforth the operations on the Exchange
would be subject to the supervision of the Minister, both opening
and closing depending on him, goes without saying.

On September 4 there came into force the so-called Bill of

Postponement,
2 which improved on the above circular of August 6,

i
Staatsblad, 1914, 445. 2

Ibid., 444.
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containing a legal provision that a debtor sued by his creditors,

if his financial difficulties were due to the extraordinary circum-

stances, could at any time get from the judge a six months' delay
for repayment.

In the meanwhile the kind of assistance that had been offered

to restore public credit proved to be defective. The above-

mentioned guaranty syndicate lent its aid primarily to financial

institutions and large industrial establishments, and in a lesser

degree to the middle classes, which, however, stood as much in

need of credit and were consequently victimized. With the help
of some large banks, a general Central Dutch Credit Bank for the

middle classes was founded on September 19. This bank was to

become a centre of credit for several middle-class banks, most of

which had been co-operatively organized and established during
the last years after the German model. It was not long before

the government began to render financial aid to this new central

institution.

On August 3 several new provisions were added to the Aliena-

tion Act, the bill which passed in one day through all phases of

discussion in parliament, the usually printed drafts being replaced

by written ones. They authorized the government to fix maxi-

mum prices for the most necessary articles of daily use, with a

right to seize them in case of transgression.

Just a week later the highly important Royal Relief Com-
mittee was established on the personal initiative of Queen Wilhel-

mina. This committee was destined to become the centre of the

local relief committees which had everywhere been organized and

had set themselves the task of relieving, as far as possible, all

those who had come to grief through the extraordinary circum-

stances of the war and who did not belong to those elements of

the population for which special measures had been taken. This

national committee in the first place tried to collect as much

money as possible. As we shall further on have occasion to return

to this category of measures in another connexion, the above

information will suffice for the present. *

The government helped itself to currency in the usual way.
In the Netherlands, as elsewhere, the bank of issue was then and

afterward the inexhaustible producer of currency, so that the
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government was sure not to ask for help in vain. As in other

countries, economic theories were set aside for measures which,

though leading to immediate success, were calculated to prove

objectionable in the future. The act of August 3 *
approved the

first war credit of 50 million guilders and authorized the govern-
ment to issue treasury bills, i. e. short-term national bonds

running for a year at the most. These bills could at any time be

disposed of at the Bank of the Netherlands, which gave bank-notes

in return for them.

This early need, of a floating debt was caused by the unfavour-

able condition of the exchequer. At the beginning of the crisis no

less than 84 million guilders of floating debt had been issued, by
far the greater part of which—69 million guilders

—had been used

for advances of money to the Dutch East Indies. While the

preparations were being made for a loan of 100 million guilders,

chargeable to Dutch East Indies, the crisis broke out and pre-

vented the execution of this project, the realization of which would

have redeemed by far the greater part of the floating debt.

With the 50 million guilders acquired so soon after the crisis,

the Minister was able to finance the most urgent operations.

The government did not call upon parliament until October for

another credit of the same amount, by means of which it provided
itself with currency in the same way as before.

The first shock being over, the time had become ripe for

determining by what system the cost of the war was henceforth

to be met. Nothing in the previous policy of the government had

favoured one possible plan rather than another. In borrowing
the 100 million guilders the government had not for a moment
wished to intimate how it preferred to raise funds for the future.

Now that it was clear that the war would last very much longer

than the majority of our people had in the first days of August

thought possible, the adoption of a definite financial system was,

from a tactical point of view, highly desirable. Even before the

end of the year 1914 the Netherlands, like most other countries,

had made its choice and decided in what way it proposed to

meet the expenditure, which there, as everywhere, would rise

to amounts of which nobody could have had the faintest idea.

i Staatsblad, 1914, 352.



CHAPTER III

COST OF THE WAR FOR THE STATE

From the very beginning the Dutch government tried, as far

as possible, to keep an accurate account of the country's war

expenditures. The same course was followed throughout the war.

Separate accounts were kept of the expenditures which might be

assumed to be exclusively consequent on the war, i. e. expendi-
tures which probably would not have existed in normal times.

To this was added the amount by which the existing sources of

revenue yielded less in 1914 than the estimated yield of ordinary
times. The sum of the total positive extra expenditures and of

the deficit of revenue constitutes the amount which in the official

papers is always mentioned as crisis expenditures.
From a theoretical point of view this is not a deceptive method.

Nevertheless, we must observe that the crisis expenditures are

not fully exhibited by it. To be entirely adequate, the computa-
tion should have taken into account the positive budget expendi-
tures which in normal times might have been avoided, as there

would have been no increase of prices then and no other extra

cost. Moreover the computation should have allowed for the

normal increase of the remaining expenditures during the same

period, the odds being added to or subtracted from the crisis

expenditures in proportion to their exceeding or falling short of

the normal increase. But such refinements would have made
the results too uncertain for practical use. Even as it was, the

government admitted that the account was not altogether free

from hypothetical factors. First, the expenditures for defence

could only be guessed at, ordinary and extraordinary services

being hopelessly confused. The war budget estimates for 1914,

when nobody expected war, were taken as a basis, and the sub-

sequent estimates were made accordingly. The extra crisis ex-

penditures were covered in supplementary estimates.

Greater still was the uncertainty in estimating the decrease of

revenue due to the war. While the figures for the positive extra

expenditures may be fairly correct if properly analysed, this is by
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no means the case with the figures for the decrease of revenue.

All estimates under this head could rest only on a very uncertain

basis. There was no assurance that if the war had not come the

increase of revenue would have held the same course as in former

years. This course, by the way, had been vagrant enough. In

1907 the state revenue had increased by no less than one-third of

the amount of the preceding year, whereas in 1908 the yield was

less than in 1907. Then followed a period of fairly regular hit

crease, but in 1913 the increase was nearly one and a half times

as large as in 1912. During the war years, moreover, some of the

former sources of revenue had been considerably strengthened,

while others had been replaced by new ones—all this in the middle

of the fiscal year.

It is impossible to state, says the budget report of 1919, what

amount was received in consequence of these provisions. Nor

did the government try to do so after the increase of taxation

was aimed at in good earnest. After 1916 the entry
'

decrease of

revenue
'

disappeared.
So much for the defects in the computation of the crisis ex-

penditures. It cannot be assumed that all the expenditure itself

was unproductive and a direct loss to the nation, for there is no

doubt that much of it was a gain to the economic life of the

population. We may mention the expenditure for the govern-
ment scheme of unemployment insurance, the expenditure for

the support of newly established factories, and the money ex-

pended on labour insurance. Much of the expenditure, again,

was to be looked upon merely as a shifting of wealth from one

class to another. It came from the tax-payer and enriched those

who supplied the government with goods and services. We will

mention only the tradesman, who misused his monopoly by

charging the state more than was necessary.

On the other hand, the war may really have cost the popu-
lation much more than was exhibited by these figures. We
have only to think of the loss of capital and of markets, which

diminished production, of the prices charged by foreign monopo-
lists with whom the Dutch customer had to deal, of the forced

production with greater labour difficulties, and of the issue of

considerable quantities of paper currency
—all of them factors

which contributed toward the increase of prices and not all of

1569.50 r>
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them attributable to a shifting of wealth. Every one knows from

experience how all this increased his expenses, and those expenses,

though private, are indeed nothing but war expenditures.
The war was also responsible for the weakening of the power

of resistance of a great many persons in consequence of insufficient

food or clothing, for the diminishing or ruin of many a livelihood

which was not counterbalanced by increase in the wealth of

others, for the holding back of thousands of mobilized youths
from fitting themselves for their future social position, and for

other expenditures of a similar nature which cannot be computed
in figures but which in the end had a very bad effect upon the

national prosperity.
We give below the only possible general record of what was

officially entered as the crisis expenditure, i. e. direct cost to the

state on account of the war.1

GENERAL RECORD OF THE CRISIS EXPENDITURE
In the Netherlands it is customary at the annual submission

of the budget estimates to the Second Chamber for the Minister of

Finance to give a record of the condition of the state finances in

the so-called Millioenennota. The Millioenennota yearly sub-

mitted to the Second Chamber in September contain a great deal

of data on the crisis expenditures, to which we shall have frequent
occasion to refer in the following pages. Chiefly from this valuable

material the following table of the total crisis expenditure during
the years 1914-19 was compiled.

Budget Expenditubes

Year
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The available figures as shown in the following table,

regarding the ordinary expenditure for the period 1913-19,

show sufficiently the great charges which were laid on the

state.

Year
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DETAILS OF EXPENDITURE

Military Expenditure

Crisis Expenditure

Year
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It was not until the spring of 1918 that a further increase took

place. By an act of March 25, 1918,
1 the allowance was fixed at

3 guilders daily for all enlisted men.

Considering that the pay of a militiaman amounted originally

to 0-2 guilders and afterward to 0-3 guilders daily, the family
of a mobilized man appears to have had, until January 1915, a

weekly income of 11-9 guilders ;
until March 1918, 16- 1 guilders ;

and after that 231 guilders. The minimum required by a

working-class family in a large town increased during the crisis

from 15 guilders to 25 guilders weekly. Although the allowance

was not very ample, as we have seen, still this service cost large

sums of money to the state, as shown by the following table :

Year Guilders

1914

1915

1916

1917

1918

1919

Total

9,427,000

30,574,500

28,791,400

31,196,000

46,154,000

14,429,300

160,572,200

The loss of national wealth, however, did not amount to this

sum. In so far as the man who had a family to support had been

engaged in really productive work which he had had to discon-

tinue on account of the mobilization, the absence of this pro-
duction was indeed a loss to society

—a loss which found its

financial recognition in the allowance that was granted. It was

quite otherwise with those who did unproductive work, as servants,

messengers, clerks, detailers, and others, whose work was far less

necessary to the common wealth. Their idleness was no economic

loss. The only difference was this, that the money which they

usually received from their employers or their customers they
now received from the state, i. e. from the tax-payer. Here,

then, a shifting of income took place. What the employer no

longer paid or the rival shopkeeper gained was provided by the

tax-payer. Shifting also took place when the supporter of a
1

Staatsblad, 1918, 174.
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family was better off in the army than in private life. This sur-

plus of wages had nothing to do with the loss of what he formerly
earned as a private person ; it meant that through extraordinary
circumstances a certain amount of power to purchase goods or

services which until then had been in the possession of others had

now to be ceded to him.

Of course, there are more entries of this kind which are not

to be looked upon as actual loss, much of what has been said

here also bearing upon the provision of supplies for the mobilized

men—the clothing, boots and shoes, and food for which the state

had to pay. Again, there may have been military works of more

than purely military use, as the making and repairing of roads, by
which social capital was rather increased than otherwise. To

estimate, even approximately, the amounts which should or

should not be entered as a direct loss is impossible.

Expenditure for the Maintenance of Production
and the Distribution of Food

At the beginning of the war the Dutch Government devised a

scheme for the production and distribution of food, being forced

to do so for the reason that production in the Netherlands is not

sufficient for the sustenance of the population and the maintenance

of the live stock, and importation is therefore of vital importance.
In 1913 the Netherlands produced :

x

Kilograms
Wheat . . . .' . 182,000,000

Rye 595,400,000

Barley 110,400.000
Oats 666,300,000

and imported for home consumption :

Kilograms
Wheat 429,000,000

Rye 267,000,000
Maize 702,000,000

Barley 191,000,000
Oats 110,000,000
Wheat meal 183,000,000

Rye meal 21,344,000
1

Jaarcijfers, 1917, pp. 206, 228, 229.
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The belligerent countries immediately began to buy all kinds

of articles, especially food, regardless of cost, which caused an

enormous increase of prices and threatened to lead to a complete
exhaustion of the supply of provisions in neutral countries. This,

of course, could not be tolerated by the government, on account

of the uncertainty of the future. Therefore it was forced to take

the matter in hand.

First exportation had to be brought under control. This was

done by an act of August 3, 1914,
1 which authorized the Crown

to prohibit the exportation of all articles later to be indicated.

Another act of the same date 2 aimed in the first place at checking
the rise in prices. It authorized the government to fix maximum

prices for food, household supplies and fuel, and, if necessary,

to seize these articles from private persons at a fixed price, which,

however, was not to exceed the maximum price established by
the government.

In its power to prohibit exportation, the government had an

even more efficacious means of checking the rise in prices. This

power was employed not only to keep prices from rising above

the legal maximum, but also to force a reduction. As early as

the autumn of 1914 the government began to grant exemptions
from the export prohibition for certain goods, such as butter and

cheese, on condition that the producers should reserve part of

their products at diminished prices for home consumption. The

government also secured revenue from these export licences,

working on the theory that the foreign countries, which con-

tinued paying fancy prices, should furnish the surplus to com-

pensate for the loss which the producer incurred on his sale for

home consumption.
This scheme, however, did not work in the case of cereals and

various kinds of fodder and manure, since the domestic produc-
tion of these products was by no means sufficient even for home

consumption. Seizure might be employed to check an immode-

rate increase of prices, but could not prevent imminent want.

The government, therefore, immediately took in hand the im-

portation of corn—the most essential food product. It took over

from the importers the contracts existing in the month of August
1 Staatsblad, 1914, 344. 2

Ibid., 361.



40 COST OF THE WAR FOR THE STATE

1914, and began itself to buy from abroad. Although the prices

in the producing countries began to rise with great rapidity, still

the government did not intend to sell the corn and meal it had

bought, at proportionately increasing prices. On the contrary, it

maintained its low prices, being of the opinion that this principal
national food should remain within everybody's reach. Hence,
it sold at retail to our bakers and millers at a loss, which could be

covered only by asking supplementary credits of parliament.

During the whole course of the war the breadstuffs were supplied
in this way, the population being enabled to buy bread at a price

more and more beneath the cost price.

In the survey of the crisis expenditures of 1915 and 1916, the

loss suffered by the state on account of the above policy is clearly

indicated by the following entry.

Cost incurred through the provision by the government of

whole-wheat bread, whole-wheat meal, and rye bread at reduced

prices: 9,187,978-89J guilders in 1915, 9,040,626-81^ guilders

in 1916; total, 18,228,605-71 guilders.

In the budget of 1917 this entry no longer occurs, as the

intervention of the government in the supply of necessities had
been considerably extended in the meantime, due to the increasing

deficiency of various articles, i. e. food for men and animals or

the raw materials thereof.

The so-called Distribution Act of August 19, 1916 x
provided

once for all for government intervention for the duration of the

war. This act charged the Minister of Agriculture, Industry, and

Commerce, to see to it as far as possible that an adequate amount
of all food, fuel, and household supplies to be indicated by him
should be available for all municipalities which might stand in

need of them. The Minister was to buy these goods either in the

free market or forcibly, i. e. by seizure. As soon as the municipal
officers had received these goods they were to take care of the

distribution in their respective communes. This distribution was

to take place according to the ticket system, but with the restric-

tion that it was not permissible to charge more than the maximum

price fixed by the Minister.

Although the government in most cases had intended to fix

1
Staatsblad, 1916, 416.
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the maximum price at a rate that would cover the cost of pro-

duction plus a moderate profit, this was not the case with food

products of vital importance, which were indispensable. Here

the increase of prices was limited as far as possible. The govern-

ment, by the above-mentioned scheme, succeeded in covering
the loss incurred in consequence of the inland distribution by
taking for itself a part of the high prices paid abroad for such parts
of the supply as were exported. This was the case with vegetables,

margarine, butter, cheese, eggs, and fish. With many others,

such as bread, milk, boots, and shoes, any such offsetting gain
was excluded, the state incurring great loss through them. This

loss rose to enormous amounts, wheat bread alone entailing an

expenditure of 13 million guilders in 1916 ; 30 million guilders
in 1917 ; and 72 million in 1918.

Still, this service was extended. The government went on

gathering all kinds of necessities within the range of government
distribution, the loss becoming proportionately greater with the

continuation of the war, as the cost of carriage and of insurance

increased.

The loss caused by this extension of state aid was officially

figured at 10,562,474 guilders in 1916 ; 103,979,380 guilders in

1917; 175,474,094 guilders in 1918 ; total, 290,015,948 guilders.

Article 8 of the act ran :

If, in his opinion, the promotion of an efficacious distribution of goods,
made necessary by the scarcity of provisions or other circumstances,
should require it, we empower the Minister of Agriculture, Industry, and
Commerce to order that the delivery of certain goods may take place only

according to a scheme of distribution to be established by him.

Likewise in the case of other goods the government was
authorized by this act not only to oppose inflation of prices by
the fixing of maximum prices, but also to set up a scheme of con-

ditions and measures of control which dealers had to obey under

penalty of a complete stoppage of their business.

The government was faithfully assisted in this by the Nether-

land Oversea Trust Company—the N.O.T. This private organi-

zation, which had been established in 1914 by distinguished persons
of the commercial, banking, and industrial world, succeeded

in ingratiating itself with the governments of the belligerent
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countries. Goods which had been granted to us exclusively for

home consumption, and which, whether raw or manufactured,

might not be re-exported to a hostile country, had only to be

consigned to the N.O.T. to give next to absolute certainty against

re-export. The N.O.T., together with the government, then took

care that the goods should indeed remain in our country. For
aside from the N.O.T. control, to which the importer had to

submit his business, there was an official prohibition on export
which usually facilitated supervision.

The N.O.T. was of double advantage to the government. As

a private body it could consult with the belligerent countries,,

which otherwise would certainly have been the task of the govern-

ment, and in doing so could bear refusals which the government
could never have brooked. In this way the N.O.T. played the

role of a non-official but fully sanctioned representative of the

government and as such rendered splendid service. Another

advantage was that in this way the importation of most articles

was virtually centralized, which was of tremendous advantage
to the government in the setting up of its scheme for distri-

bution.

In the case of exportation there was no such close-fitting

system. Although it was nominally the Minister of Finance who

granted the export licences, in reality the several government
offices did so, every group of articles having a corresponding
office which granted the licences. Not until the end of the war,

when the increasing barter of goods between our country and

others also began to be an essential part of commerce, was the

Netherland Export Company established. 1 It was a limited

company in which the government exercised a preponderant
influence, and without the medium of which no export could take

place.

Matters became rather more difficult when the belligerent

governments themselves began to interfere with the goods ex-

ported by their subjects to the Netherlands, in this way literally

coining money as a result of the increasing deficiency of supplies

in our country. This was especially the case with coal, for which

the Netherlands was all but exclusively dependent on Germany.
1 Nederlandsche Uitvoer Maatschappij—the N.U.M. Cf. p. 94, sqq.
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Through a commercial agreement, which in November 1917 was

established between Germany and the Netherlands, Germany suc-

ceeded in charging such an exorbitant price for her coal that the

average price of coal produced in our country or imported from

Germany rose to 58 guilders per ton, the actual cost price of

Dutch coal being 18-9 guilders per ton. The government dis-

tributed the coal for home use with a subsidy of 3- 15 to 3-6

guilders per hectolitre, and succeeded rather well in recovering

this loss from industry, and at the end of 1918 it was computed
that the state had contributed 22-5 million guilders toward the

total expenditure of 50 million guilders which was needed for

these subsidies.

The administration of this government service cost a great

deal of money. An army of officials was appointed
—2,000 for

the supervision of the meat supply alone, the greater part of

them, especially the lower clerks, earning comfortable salaries ;

a large number of premises
—however scarce in these times—had

to be rented by the state, and this required tremendous sums.

The budget records the following entries :

Cost of the temporary office for the distribution of corn and

flour (Chapter X of the budget estimate) : 21,970- 13 guilders in

1915, 83,843-52 guilders in 1916, 526,10305 guilders in 1917,

1,150,90115 guilders
1 in 1918; total, 1,782,817-86.

Cost of temporary government offices and government com-

mittees for export, import, and distribution : 43,956-70 guilders
2

in 1915, 353,101-52 guilders in 1916, 1,071,369-39^ guilders in

1917, 3,254,686-65 guilders
3 in 1918; total, 4,723,114- 26J

guilders.

Cost of manufacture of refuse into cattle fodder: 59,77509

guilders in 1917.

After the expenditure for army and navy it was the expendi-

1
Including the government office for clothing and the government office for crisis

affairs : cf. Act of June 7, 1919 (Staatsblad, 289).
2 In 1915 subdivided into : cost of the committee for artificial manure, 2,051-50

guilders ; cost of temporary government offices for the regulation of export, 37, 147-28J

guilders ; cost of government committee for control of the central administration office

for the distribution of food supplies and of the government committees for control on
the supply and export of food, 4,759-92 guilders.

3 Act of June 3, 1918 {Staatsblad, 1918, 323), Memorie van toelichting.
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ture for food supplies which weighed most heavily on the state,

as those items constituted about one-third of the total crisis

expenditure.

By far the greater part of this expenditure was cost, in the

real sense of the word. It tended to counteract the decrease of

national strength that would have resulted in consequence of

underfeeding ; but a net gain which would not have been secured

without the expenditure in peace time is not to be imputed to it.

The large number of officials either did extra work, exclusively

consequent on the war, as, for example, work of control, the

remuneration for which was a real loss, or else work which at

other times would have been performed by private enterprise.

If the reward of this labour had entered into the market price, as

was the case in ordinary circumstances, it certainly should not

have been computed as expenditure ; if it was so computed, this

was another abnormality due to the war, unless, indeed, the

distribution price was artificially fixed below what the normal

price would have been. In that case the consumer would have

enjoyed an artificial saving not possible in normal times. This

saving would have been an unnecessary charge on the cost of

distribution and a shifting of incomes, by no means to be looked

upon as war cost. The consumer would have been spared an

expense which had been shifted to the shoulders of the tax-payer.
This was not the case, however, since all distributed articles, in

spite of regulation, rose above the price which in ordinary times

would have been charged for them.

While it may be taken for granted that the cost of administra-

tion of the provision with regard to food constituted a loss pure
and simple, as the labour necessitated by it would have been

superfluous in time of peace, this was by no means the case with

the much larger sums that went toward payment for purchased

goods. Taken separately, any surplus charged beyond the normal

price seems to be loss. Still, this holds good only in so far as the

producer who gets hold of this surplus is a foreigner, one who
does not belong to the national population and whose capital

does not constitute a part of the national capital. If it is domestic

producers who, through their monopoly, draw extra profit at the

hands of the government, we have only a case of shifting, the loss
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of the one (i. e. the tax-payer) being the gain of the other, while

the national capital remains intact. But if the high prices were

spent on the remuneration of extra labour, they certainly should

be considered as actual expenditure. We shall refrain from any
estimate here, fantastic figures being of no use whatever.

* Expenditure for Relief of Particular Persons

Expenditure for the Royal National Relief Committee

During the war the state expended large sums on the financial

relief of particular persons or institutions who had fallen into

difficulties through extraordinary circumstances. This relief,

which was amply offered also by private persons, was organized
as soon as possible. To this end there was established the Royal
National Relief Committee, the central organization which played
so important a part in the lending of support to many persons
whose livelihood was at stake.1

Representatives of the most

influential organizations of commerce and industry, and also of

social work and philanthropy, were members of this committee,

together with private persons and some high state officials. It

offered to any one who wished to contribute toward the relief of

the general distress an opportunity to place his gifts at the com-

mittee's disposal, thereby gaining the certainty that the money
would be spent in the most judicious way.

The committee, according to the statement of Minister Treub,

aimed at
'

giving unity and force to the efforts at preventing and

alleviating distress in time of war '. It kept faith with this self-

imposed task. In the first place, it handed part of the money
over to the local committees, and promoted the establishment of

similar committees, as they were better adapted to the rendering
of local support. If necessary, it also saw that the relief should

be granted in a judicious way. Fully convinced of the necessity
of making sure that the assistance which was offered should not

degenerate into ordinary poor relief, but should keep its extra-

ordinary and temporary character, enabling those who were thus

supported to resume the battle for existence as soon as possible,

1 Cf. M. W. F. Treub, Oorlogstijd-Herinneringen en Indrukken, ch. ill (Voorkomen
en lenigen van nood), sec. 1 (Het Koninklijk Nationaal Steuncomite).
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it endeavoured with might and main to urge them on toward

self-help. The same system was applied to the local committees

themselves, to prevent their leaning exclusively on the National

Committee. The central organization usually did not itself pro-
cure the full amount that was wanted, but saw to it that the

parties themselves or others should also contribute toward the

relief. When, for example, in the large towns hundreds and
hundreds of tenants were no longer able to pay their rent, the

National Committee organized a scheme of rent tickets, the local

committee, with the help of the central organization, charging
itself with half or a little more of the rent, on condition that

landlord and tenant should agree on the settling of the other half,

so that, on handing over the rent ticket, complete exemption
from rent in arrear might be stipulated.

In proportion as our shipping decreased, there was an increase

in the number of unemployed harbour hands deprived of their

wages. At Amsterdam and Rotterdam a harbour reserve was

established in 1917, comprising all these unemployed men.

Henceforth, a fixed minimum pay was secured to them, amount-

ing for Amsterdam to 12 guilders weekly, with a subsidy of

1 guilder for each child under 14 years. For Rotterdam, the sub-

sidy per child amounted to from 0-75 guilder to a maximum of

6 guilders, and a bachelor received only 9 guilders.
1

Here, too,

the National Committee acted only in co-operation with the

local committees, and the parties each had to bear a share of

the cost.

Wherever it was possible to sustain energy by fully taking

away the character of relief from the support that was rendered,

the Royal National Relief Committee did not fail to do so. For

example, the bulb-growing and nursery concerns were touched to

the quick by the war, although in normal times they had gained
an ample livelihood from the demand of foreign countries for their

products. This export was practically brought to a complete

standstill, poverty and ruin hanging over whole districts. The

Royal National Relief Committee helped a great many concerns

over the crisis by repeatedly ordering large quantities of their

1 Cf . the reports of the National Committee, Bundel II, pp. 4 et seq. ; Bundel X,

pp. 8, 9.
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products, with which it adorned the gardens and parks of several

social and philanthropic institutions. Many a man who had led

an independent life, but who was threatened with ruin now on

account of lack of credit, was supported by the Relief Committee,

which advanced small credits to him, without the oppressing

conditions which the banks stipulated. It extended its exertions

still further, and, especially in the beginning, succeeded in taking

many measures, or in making the government take them, which

promoted the importation of raw materials from abroad, sustained

production, prevented inflation of prices, or procured necessary

food supplies at reduced prices for persons of small means.

All this demanded immense sums of money. But the social

feeling which in those times of crisis stirred the population of the

Netherlands, bringing the usually phlegmatic Dutchman into a

state of deep perturbation, moved the wealthy to loosen their

purse-strings and to send large contributions. From all parts of

the world, from everywhere that Dutchmen lived, the Royal
National Relief Committee received gifts, consisting for the most

part of money, but also of goods.
The Queen took the lead in giving large sums, amounting on

December 31, 1917, to 220,000 guilders. Up to January 26, 1915,

there had been received from the Netherlands, 1,073,393- 15f

guilders ;
from the colonies, 747,965-28 guilders ; and from other

countries, 122,164 43 guilders.

The state also granted a subvention to the Committee, which

was later increased, as private liberality diminished with the

continuation of the war. The subvention amounted to 800,000

guilders in 1914 ; 1,450,000 guilders in 1916 ; 5,500,000 guilders
in 1917 ; 32 million guilders in 1918 : total, 39,750,000 guilders.

The latest report
l is sufficiently illustrative of the manifold

exertions of the organization.
The larger part of these expenses would have been perfectly

superfluous in time of peace, so that they may safely be entered

as actual war expenditures. Although now and then a credit

advanced by the Royal National Relief Committee may have

acted productively, in most cases it was the very want of pro-
ductive labour which caused the allowance to be granted. It is

1 Annex I, post, pp. 140, 141.
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possible that the flow of money may also have served toward the

increase of social capital, as intensified building and breaking of

new ground. Still, in proportion to the whole, this must have
been of slight importance.

Expenditure for Unemployment Insurance

Through the sudden disorganization of social life, unemploy-
ment could not but increase immensely. This increase is

exhibited by the following table of labourers insured against

unemployment :

Date
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1914, only 73,206 of a total number of about a million labourers

profited by this provision. Hence the overwhelming majority,

in case of unemployment, could not hope for this organized support.

It was the local relief committees which in the first place had to be

depended on to relieve them. The government understood that

this kind of support, not being counterbalanced by any incentive

to work, and lacking the control of the employed labourers over

the unemployed ones, had great disadvantages in comparison
with support by private unemployment funds. The Minister of

Finance, Mr. Treub, therefore proposed a measure which aimed

at giving the greatest possible extension to the institution of

unemployment insurance. On August 22, 1914, he asked the

various communal governments of those communes, where a local

unemployment fund existed, to agree to the following scheme :

Any one having before August 1 contributed toward an unemployment
fund during three months should be entitled, whether or not the existing

regulations made other provisions, to a weekly allowance of 5 guilders,

or 6 guilders for every married man or every supporter of a family, and

of 4 guilders or 5 guilders for other members at the option of the communal

government. Of the extra expenditure which in consequence of this

provision would fall on the private unemployment fund, one half would

be borne by the state and the other half by the communes.

Since with the immense extent of unemployment a complete exhaustion

of both private and communal unemployment funds was to be expected,
it was necessary to take precautions against bankruptcy when normal

times returned. Hence it was provided that the last 25 per cent of both

communal and private funds was not to be used but should remain intact.

When reserves had fallen to this point, the government and the commune
would share the remaining cost. 1

The Minister's recommendation was acted upon by each of

the 32 communes, which encouraged him to propose a similar

regulation to other communes and to try to establish unemploy-
ment insurance there also. The condition was dropped that the

insured member before August 1 should have contributed during
three months.

For the moment unemployment insurance was safe. Still,

the temporary regulations had the drawback, now that the state

and the communes paid part of the allowance, of practically

1 Cf. Maandschrifl van het Centraal Bureau voor de Statistieh, Aug. 1914, pp. 627-8.

1569.50 E
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taking away all initiative from the private unemployment funds,

which were no longer concerned in the increase or decrease of the

number of their members.

Two years later this difficulty was removed by modified pro-

visions issued in a royal decree of December 2, 1916. 1 Instead

of the supplement to the benefit paid to the unemployed members,
a subvention was made to the unemployment funds themselves,

amounting to a maximum of 100 per cent of the total contribu-

tion, the state and the communes taking an equal part of the cost.

The following table shows that this government scheme has

been a great success :

Year
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communes ; in 1918 the cost was 244,138-92 guilders for the state.

The amount for the communes for 1918 was not available.

For 1919 the state expenditure was estimated at 1,200,000

guilders, of which amount the communes had to reimburse

500,000 guilders, as the state is in the habit of making advances

to the communes along with its own subvention to the funds.

Not all of these expenses are by any means to be considered

as pure crisis expenditure. Unemployment is a phenomenon
which also occurs in ordinary times, so that the subvention

would not fully disappear then. Only in so far as the unemploy-
ment was consequent on the war might the expenditure caused

by it be looked upon as actual crisis expenditure. Some light is

thrown upon this by the following index figures of unemployment
for the state :

1

Year Per cent Year Per cent

1911 ... 2-5 1915 . . . 120
1912 ... 40 1916 ... 5-1

1913 ... 5-1 1917 ... 6-5

1914 . . . 13-8 1918 . . . 7-5 2

If we take the average index figure for the last three years
before the outbreak of the war, i. e. 3-9, as a measure for com-

parison, the extent of unemployment on account of the war

proves to be :

Year

1914 3-55
")

1915 307
1916 1-30 V.

times the

1917 ..... 1-66
r normal

1918 1-92 J

Hence about 50 per cent of the total subvention granted by
the state may be considered roughly as normal expenditure.

Expenditure for advancing credit to the middle classes

The unfavourable circumstances threatened to become fatal to

many small industries, as their power of resistance is naturally
1 These index figures point out the relative percentage between the actual days

of unemployment for a week and the number of days, for at most a week, that all

inspected persons might have been unemployed.
2

Jaarcijfers, 1917, p. 99. Maandschrift van het Centraal Bureau voor de Statistiek,

Mar. 1919, p. 266.

E 2
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slight. Some concerns got into difficulties when the head of the

business was called to arms and he had to be replaced by paid

help. To sustain all these, a government committee for advancing
credit to the middle classes was established in the spring of 1915

with a committee of execution for daily administration. This

committee was authorized to grant a certain amount of credits

to these undertakings on approval of the Minister of Finance,

the state charging itself with at most 55 per cent of the risk.

Interest during the time of the credit might be charged at 0-5 per
cent above the discount rate of the Bank of the Netherlands.

In addition to the above-mentioned risk, the state also paid
the cost of the execution committee and of the general committee,
the actual cost of examination of denied requests, and the cost of

advice and control as regards the book-keeping of the persons to

whom credit was granted.
After the coming into force of this regulation, a large number

of communes consented to charge themselves with the remaining

part of the risk. This organization was made use of on a modest

scale. The credit was usually extended through the medium of

private banks.

The committee published more detailed data on its activities

during 1915 and 1916 than on those of the following years.

Until November 1, 1918, 952 advances in all had been granted,
with a total amount of 902,871-63* guilders, of which 362,949-90

guilders had been paid back. The number of advances liquidated
as unredeemable was 57, the state losing 12,119-48 guilders.

1

The expenditure entailed by guarantees on credits to small

employers, and by the support granted to them, is as follows :

8,535-13 guilders in 1915 ; 17,88301^ guilders in 1916 ; 21,502-34

guilders in 1917 ; 27,047-76 guilders in 1918 : total, 74,968-24^

guilders.

The actual loss incurred by the state through the granting of

these credits was small in comparison to the total expenditure.
It is not possible to determine to what extent this expenditure

must be entered as pure loss. It may be taken for granted that

a large part of these credits would in ordinary times have been

either unnecessary or easily got from any bank. Only in the

1
Tri-monthly report of the Committee, Aug.-Oct. 31, 1918,'p. 2.



Activities of the Committee on Advancing Credit to the Middle Classes.3,

Trades and

occupations

Builders

Potato dealers

Confectioners

Upholsterers
Florists

Nurserymen
Tree growers
Butter and milk dealers

Innkeepers
Bakers

Photographers .

Fruiterers .

Fancy goods dealers .

Greengrocers
Trade agents
Hairdressers

Tailors

Grocerymen
Agriculturists

Plumbers .

Basket makers .

Linen drapers
Masons

Joiners

Miscellaneous goods

Boarding-house keepers

Cycle dealers

Painters

Shippers
Shoemakers

Cigarmakers

Cigar dealers

Smiths

Sugar dealers

Carpenters and makers

of building materials

Gardeners .

Cattle dealers

Fishmongers
Butchers .

Other occupations

Total .

Total in 1917

No. of examined



54 COST OF THE WAR FOR THE STATE

former case was there actual loss ;
in the latter case only a shifting

took place. It is also possible that the war proved a windfall for

some concerns, which, thanks to an easier credit, were able to

hold their ground. But however important this matter may be

as a feature of the crisis, a more detailed computation is not

worth while, since the cost this service entailed on our country
was small.

Expenditure for Insurance against Sea Accidents

The necessity of supporting financially sailors and families of

sailors who had fallen victims to the belligerents' acts at sea soon

manifested itself. It was especially the submarines and mines

that greatly increased the risk of seafaring, and when, with the

first calamities, .
the inadequacy of the insurance of the sailors

against accidents at sea became apparent, the government took

the matter in hand and succeeded in setting up a legal scheme

which proved exceedingly satisfactory.

On May 8, 1915, the Marine War Risk Act 1 was published.
It provided that any man of the crew of a vessel belonging to the

Netherlands, meeting with an accident on the open sea caused by
or in connexion with an event immediately consequent on the

war, should be entitled to an allowance of 70 per cent of his daily

pay. If he lost his life, his relatives might be granted an allowance

of 60 per cent. The state charged itself with half the amount of

this benefit, if the victim belonged to the crew of a merchantman
of less than 200 tons, and with three-fourths if he belonged to

the crew of a fishing vessel. What plan of insurance had been

adopted was of no concern to the state ; it only saw to it that no

vessel could clear without being provided with a licence by the

navigation inspection, and this licence was granted only if the

Minister of Agriculture, Industry, and Commerce was of the opinion
that the allowance granted by the law was sufficiently safe.

All this resulted in a quasi-absolute insurance compulsion, and

within a very short time a mutual insurance company was estab-

lished, which comprised nearly the whole mercantile and fishing

navy.
The number of sea accidents which befell our mercantile fleet

i
Staatsblad, 1915, 214.
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during the war years was not small, and the number of victims

among fishermen was exceedingly large.

Since the coming into force of the law on July 19, 1915, the

number of accidents at sea were as follows :

Nature of accident

Collision with mine ....
Mine catching in net ....
Run foul of by a man-of-war

Captured ......
Torpedoed, fired at, or sunk by bombs
Lost ......
Stranded ......

Total

1915
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guilders in 1917 ; 110,170-69| guilders in 1918 : total, 213,403-65^

guilders.

These surveys give only the actual expenditure of the pre-

ceding year. The aspect changes when the cost value of the

benefits, according to the computation of the Mutual Insurance

Company, is given. State expenditure is then seen to amount to

85,041-93| guilders in 1915; 340,857-28 guilders in 1916;

401,3680H guilders in 1917 ; 724,53511 guilders in 1918 ; total,

1,551,802-34 guilders ; or about 600 per cent more. It may be

taken for granted that all these expenses are actual crisis ex-

penditure, in so far as it may be supposed that the state in normal

times would not have rendered financial aid for this kind of

insurance.

Another question is whether this expenditure is a social loss,

superfluous in normal times, no matter on whom it rests. As to

part of it, one may be sure that this was not the case. It is

possible that the crews of the vessels wrecked through war acci-

dents might have met with ordinary accidents at other times.

Besides, it is not to be taken for granted, without further infor-

mation, that all accidents listed in the statistics were really caused

by the war. Several ships were wrecked by unknown causes.

In such cases of lack of information the Minister decided that a

war incident had to be assumed as cause of the accident. Many
fishing vessels disappeared during heavy storms raging on the

North Sea
;

it is quite possible, indeed probable, that in such

cases the accident was caused by the storm, although officially

a war accident was assumed. Such minor inaccuracies, however,
amount to nothing in the total of the war expenditure, the actual

crisis expenditure from other branches being too large for that.

As an indirect advantage of the foregoing regulation may be

registered the fact that it induced the managers of herring ships
the following year to voluntarily insure their men against ordinary
accidents on sea.

Expenditure for the Support of Refugees

The support of refugees, especially those from Belgium and

France, entailed great expense to the state as well as to private

persons.
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As soon as the Germans had violated Belgian territory, part
of the population of the invaded districts fled to our country, but

a gigantic influx followed when the Germans took Antwerp. It

is estimated that a million persons poured from Belgium into

the Netherlands in the beginning of October 1914, most of them

leaving all their possessions behind them.

It was a tremendous exertion to at once procure shelter,

food, and clothing for these unfortunate people. State and muni-

cipal governments and private persons all with one accord put
forth their best efforts. The refugees were assigned to different

places as soon as possible. Local committees billeted those who
were better off (les pauvres honteux) with private families, thou-

sands of Dutch families having gratuitously offered their homes.

When necessary, the Government of the Netherlands granted a

subvention of at most 0-7 guilders per diem for the maintenance

of a pauvre honteux ; 0-35 guilders for the other refugees ; and

0-2 guilders per child. For the working classes refugee villages

were built in a very short time. Sheltering camps were estab-

lished at Hontenisse and Bergen-op-Zoom to provide against the

most urgent wants.

Permanent refugee camps were laid out at Nunspeet for

13,000 persons, at Ede and Uden for 10,000 persons each, and one

on a smaller scale at Gouda ; criminal elements were sequestered
at Veenhuizen, where there is a Netherland state work estab-

lishment.

After negotiating with the German Government on the return

of these refugees, the last-mentioned camp was abolished on July 1,

1915. Although part of the refugees returned to Belgium when
the first shock was over, it is estimated that about 720,000 refugees
remained in our country. In the course of time this number also

decreased considerably, England taking over part of them and
others returning to their own country. Still the number of those

who remained may safely be estimated at 60,000 in the middle of

1917, and 50,000 at the end of the war. 1 Much was done to make
life bearable for them, the Netherland Committee for support of

1
According to information given by the Rijksvreemddingendienst, there were still

50,258 Belgians in Holland on July 20, 1919. Cf. Maandschrift van het Centraal Bureau
voor de Statistiek, July 1919, p. 807.
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Belgian and other war victims taking the lead in this. This

committee had at its disposal large sums of money, granted at

home and abroad, and received a large quantity of goods, especially

from the Rockefeller Foundation.

The support tendered to the refugees was not limited to the

procuring of clothes, food, and shelter. Large sums were spent
in finding employment for them, care being also taken that the

many hundreds of Belgian children should be instructed in schools

of their own. Ultimately (May 30, 1916) special Belgian schools

existed in no less than 57 places.

As private support fell short in the end, the government came
to the rescue by voting supplies for finishing the work that had

been begun, such as the finding of employment. Belgian women
were employed in sewing garments for interned men, compatriots,
and fellow fugitives. Originally this work, in which no less than

1,294 women shared, was paid for by the Rockefeller Foundation,

the Netherland Government having borne the cost since June

1915.

An exceptionally satisfactory form of employment was the

erection of wooden houses, which could be taken to pieces after-

wards and carried along to Belgium by the refugees who built

them. Until June 1917, 399,488-93 guilders were spent on this

service, which amount was fully met by gifts from Denmark

(325,000 guilders), the Belgian Government, and some Belgians.
After that the Netherland Government rendered the necessary
financial aid.

The largest budget expenditure was for the erection and

maintenance of refugee camps, for clothing and shoes, and for

the finding of employment.
In November 1918 the government published a survey of

the labour undertaken in favour of the refugees.
1 The figures

which it contains, and which have been recorded above, clearly

set forth both the greatness of the refugees' misery and the magni-
tude of the support that was rendered them.

1 The report is entitled : De Uitgewekenen nil Belgie en Frankrijk in Nederland.
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Budget Expenditure

1. Cost of erection of the refugee camp at

Guilders

Nunspeet 411,500

Ede 785,430
Uden 429,770

2. Cost of the refugee camp at Nunspeet until

May 31, 1917

(a) Medical service 158,137-73^

(6) Heating and lighting.... 179,326- 13|

(c) Food 1,089,277-28

(d) Fitting up and repairs . . . 134,836-86

3. Cost of the refugee camp at Ede until Mav 31,

1917 x

(a) Medical service 100,658-68J

(b) Heating and lighting.... 337,731-18

(c) Food 858,265-46^

(d) Fitting up and repairs . . . 239,917-27

4. Cost of the refugee camp at Uden until May 31,

1917

(a) Medical service 91,757-00

(6) Fitting up, heating, and lighting . . 651,702-00

(c) Food 1,380,750-00

5. Cost of the refugee camp at Gouda until May 31,

1917

(a) Medical service 1 15,381 -93£

(b) Rent, assistants, heating, and light . 285,903-11

(c) Food 305,819-28^

6. Cost of relief of refugees out of the camps until

June 1917

(a) Relief of ordinary refugees .

(6) Relief of yauvres honteux

7. Cost of clothing and shoes by the Netherland

Committee for the support of Belgian
and other victims, chargeable on the

state budget until June 1917

10,800,000-00

700,000-00

756,059-33

Guilders

1,626,700

1.561,578-01

1,536,572-60

2,124,209-00

707,104-33

11,500.000-00

756,059-33

1 The refugee camp at Ede was vacated in the spring of 1917, the inhabitants being
removed to Nunspeet.
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Guilders Guilders

8. Cost of the Central Committee for the instruc-

tion of refugees, chargeable on the

state budget from April 1915 to

May 31, 1917.
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until January 1, 1919, must have amounted to 50x694,000 or

34,700,000 guilders. This amount is chargeable in full to the

state of the Netherlands. All reimbursements, as for the main-

tenance of interned men, is out of the question here
; nor would

it be accepted. The Government of the Netherlands regards the

work as one of charity, deliberately undertaken by both state

and population, and no form of reimbursement could be con-

sidered.

Must we consider all this expenditure, augmented by the large

sums supplied by private persons, as cost pure and simple ? By
no means. The rather more than 1-5 million guilders spent on

the erection of refugee villages was invested in valuable national

wealth, quite serviceable after the Belgians left. Nor have the

Belgians contented themselves with the role of mere consumers.

Many of them continued their busy lives : the Belgian diamond
trade kept its ground at Scheveningen ; Rotterdam saw the

establishment of cigarette factories directed by Belgians ; Belgian

capital was sunk in many existing or newly established Dutch

enterprises. All these are indirect but highly valuable advantages
which, however, cannot be expressed in figures, as data are

lacking.

Besides the Belgian and French refugees the government had
to take care of a large number of foreign deserters (about 10,000)
and escaped prisoners of war. In view of the public safety, many
of the former could not be left at large. They were interned in

a special camp at Bergen.
Much expenditure, moreover, was caused by the maintenance

of Russian prisoners of war who had escaped from Germany and
could not be sent back to their native country. They were

sheltered, for the larger part at the expense of the government,
at Rotterdam and at Schiedam.

Further Crisis Expenditure

In the survey of crisis expenditure published by the govern-
ment occur many other items, for the most part of small import-
ance. Not to enter into too many details, we will mention only
the following.

A. The execution of the war measures demanded an extensive



62 COST OF THE WAR FOR THE STATE

administration. Besides the food administration, the administra-

tion of taxation laws, especially, was very expensive. Of a total

of 10 million guilders for cost of administration, no less than

9 million guilders were spent on the levying of taxes.

This amount chiefly went toward the guarding of our frontiers

and the repression of smuggling. Hundreds of military customs

officers were appointed and large sums were spent on premiums
for the suppression of smuggling. The smugglers, nevertheless,

had golden times, and were not intimidated by the numerous

convictions. The exorbitant increase of the number of con-

victions, especially by the tribunals of the boundary districts, is

highly illustrative of the spread of this social evil.

Number of Convictions

Tribunal
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taken care of by the embassies at Constantinople and Sofia ; Greek

interests by the embassies at Berlin, Brussels, Sofia, and Vienna ; Italian

interests by the embassy at Sofia ; Liberian interests by the embassy at

Berlin ; Montenegrin interests by the embassy at Sofia ; Austro-Hungarian
interests by the embassies at Athens, Bangkok, and Peking, by the

diplomatic agencies at Cairo and Tangier, by the consulate general at

Calcutta, and by the consulate at Cape Town ; Portuguese, Russian, and
Serbian interests by the embassy at Sofia ; Russian interests by the

embassy at Constantinople ; Turkish interests by the embassy at Athens,
the diplomatic agency at Cairo, and the consulate at Cape Town. More-

over, the consulate general at Beyrouth, besides working under the embassy
at Constantinople, was charged with British, French, and Russian interests,

and also with American, Belgian, Italian, Montenegrin, Portuguese,

Rumanian, and Serbian interests ; the consulate general at Smyrna was

charged with the interests of Rumania ; and the consulate at Aleppo
with those of Greece.

C. The Department of Finance charged 6 million guilders for

interest on the floating debt during 1915-18, and 575,76617

guilders for the making of paper money, which was to be issued

to an amount of 100 million guilders.

D. The Department of Colonies, in view of the fact that the

state granted a subvention to the colony of Surinam, decided to

charge this colony with part of the crisis expenditure, as follows :

Year Guilders

1914 250,000
1915 528,000
1916 300,000
1918 155,870

E. The last entry on the survey consists of the expenditure
for a bonus on the salaries of state officials, to offset the high cost

of living. But the figures given are so incomplete that we will

refrain from mentioning them here, though we shall presently
come back to them in another connexion.



CHAPTER IV

THE COVERING OF THE CRISIS EXPENDITURE

On three different occasions—at the beginning, in the middle,

and at the end of the war—parliament had to make its choice of

a means for covering the crisis expenditure.
In November 1914 the government proposed to cover the

crisis expenditure by loans on relatively long terms and to increase

taxation only to such an extent as was necessary for interest and
amortization on the borrowed money. This was the method that

was resorted to in Germany.
In and out of parliament this scheme was opposed by those

who preferred meeting the crisis expenditure by a single tax.

A counter-proposal in the Second Chamber, moved by the radicals,

gave utterance to this preference, the ensuing debates being
carried on not without vehemence. But the struggle ended with

a victory for the government. On two other occasions an opposi-
tion group tried to carry a tax against the will of the government.
On the first the opposing parties appeared to come to some

understanding. With the long duration of the war, the amount
of the first loan proved to be insufficient, and the government
came round to the opinion that a policy of loans should not be

relied upon exclusively, but that the rapidly increasing expendi-
ture should immediately be met by extra revenue.

The government proposed to get this extra revenue by an

extraordinary tax on income and on capital, to be levied once for

all. To this end the government, on March 21, 1916, reported to

the Second Chamber two bills, to which we shall presently return.

Also the government called its proposal a
'

single tax ', thereby

acknowledging the desirability of a prompt payment of at least

part of the crisis expenditure. But this was not what the opposi-
tion in 1914 and also at this time meant by the single tax. The

opposition wanted to meet a much larger part of the expenditure,

finding the means to do so in the tax-payer's relinquishment of part
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of his capital. The government, on the other hand, opposed this.

Its whole endeavour was directed to keeping capital intact, and

to charging only the incomes of the tax-payers with the extra tax

which was necessary to the state. For this reason, Mr. van Gijn,

then Minister of Finance, taxed capital of less than 50,000

guilders with only a very small per cent, whereas even the smallest

taxable incomes (650 guilders) had to pay their share.

While the government contented itself with a yield of between

75 and 100 million guilders, the opposition wanted to raise the

tax to double that amount, i. e. 200 million guilders, and proposed
to tax also small capital of 800 guilders or more, and to introduce

a progression of from 1 per cent to 5 or 6 per cent. On the other

hand, the opposition wished to exempt incomes of less than

2,000 guilders. Characteristic of the fundamental difference was

the fact that the government, to prevent double taxation, did not

include limited companies, while the opposition claimed 10 per
cent of their dividends.

But the opposition failed to secure a majority. On June 27,

1916, the Second Chamber rejected a motion tending that way
by 38 votes to 21.

In the beginning of 1919 the government proposed a systematic
financial programme, showing the means of meeting the require-

ments of the
'

ordinary
'

expenditure. The war was drawing to

its close and there were data enough to make a rough computation
and to make possible a survey of the financial condition in the

near future. The government opposed the plan of an ad hoc levy
and expressed its preference for the plan of raising the necessary
amount from direct and indirect taxes. This time the opposition
refrained from a definite proposal and contented itself with the

following motion :

The Chamber, in view of the desirability of paying off the crisis debt

on short terms, chiefly by a tax on capital and large incomes, invites the

government to make proposals tending toward a prompt redemption of

the crisis debts.

But the motion was rejected on March 28, 1919, by 48 votes

to 32.

The defenders of the ad hoc levy maintained that under the

loan policy of their opponents our budget for years to come would
1569-50 -n
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be burdened with the heavy interest and redemption of the loans,

in consequence of which no money would be available for social

measures that were so badly needed, i.e. for improvement of

education, etc. It was to be feared, moreover, that industrial

enterprise would be checked, and this, especially now, would be

highly detrimental to our prosperity. If, on the other hand, the

above burden were removed from our shoulders, albeit at great

sacrifice, we should be able to again draw breath and to meet the

many requirements of the new era. The opposition maintained

that the consequences of an ad hoc levy would be worse still, such

a tax indeed being only possible at the cost of capital. And how
in the world could another loss of capital be defended since it was
now of the greatest importance that the existing capital be left

intact in order to save economic life from a still greater downfall ?

And, besides, would it not be unfair to lay the full burden on those

who were better off and to pass over all the other tax-payers ?—
for this is what the ad hoc levy would do. The whole nation had

reaped the benefit of the loans, and it was only right that the whole

nation should share the burdens thereof. The defenders were not

slow to answer. The argument that the ad hoc levy would cause

loss of capital was rejected as fallacious, since this loss already
existed when the loan was made and since the loan had to be

contracted in order to cover it. Besides, it was very unfair to

charge persons of small or no means, who had already had their

ample share of the war misery, with extra taxes now, thereby

making life a more grievous burden to them.

Much was to be said on both sides, especially in the beginning
of the war, when nobody could have had any notion of the extent

of the expenditure. To a certain degree it must be admitted that

the argument against an ad hoc levy, that it would cause a loss of

capital, was not wholly sound, the great loss of capital, indeed,

having taken place beforehand. It had been caused by the un-

productive use of the large amount of goods and services required

by the state for the defence of the country, the payment for which

was now to be effected with the money which was being sought.

Nevertheless, the shifting of capital which would occur with an

ad hoc levy would most certainly entail loss of capital for a great

many persons.
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Those who had lent to the state had begun by placing their

money-capital at the disposal of the state in the form of currency,
i. e. title to goods and services. The state transferred this money
to the producers to pay its bills. These money-lenders, of course,

had not given their funds for nothing, but demanded an annual

interest and a gradual repayment. Now, if an ad hoc levy were

resorted to, the original lenders would be repaid the money they
had lent to the state. That money would have to be secured from

other citizens, who would not be indemnified by annual interest

and gradual repayment. If these latter persons could satisfy the

claim by economizing on their income, nobody would be the

worse off.

Through the repayment of the debt a large amount of the

existing money-capital would become available, for which the

original lenders would seek new employment ; if this income had

been spent, the goods and services which, in exchange for this

money, would have been used for consumption, hence unproduc-

tively, would become available for enterprises and would certainly,

to a large extent, be employed for further production
—hence

productively.
The burden on the population would then chiefly amount to

this, that people would live more thriftily and spend less, which is

essentially an advantage, as free spending is more often injurious
to society than otherwise. But the advantages of an ad hoc levy
would become disadvantages if the levy were to be so great that

people, to meet it, would have to draw on the very source of their

incomes, for then many tax-payers would have to change their

capital into currency, thereby losing it for good and all. Then,

also, a loss of capital would take place to the same amount as the

increase of capital of those who were repaid the sums originally
lent to the state. This would mean a shifting of capital, which

would probably be disastrous to many persons. For those who had

originally parted with their capital did so of their own free will.

Although the menace of a forced loan might have exerted a certain

pressure upon them, still it may be taken for granted that they
were able to subscribe to the loan without great sacrifices. But it

would be quite different with those who afterwards were forced to

supply the money for repayment. This capital would be forcibly

F2
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taken from them by the state, without regard to the question of

whether it was the source of their income, a reserve for critical

circumstances, the means for contemplated extension of their

business, or what not. That many of them would be severely re-

duced in their economic power by this levy was as clear as daylight.
If loans are resorted to, the burden of interest is laid upon the

population, it is true, but then this burden is much more easily

borne because the interest is distributed over a number of years.

Although people have to pay more in the aggregate, the odds are

that the annual interest will be met out of real savings from

income, so that existing capital resources may be left intact. It

may also be assumed that in this case many tax-payers will be

impelled to increase diligence and effort, and will be more econo-

mical than they would be if they were discouraged by a sudden

drying-up of the source of their income. However, these advan-

tages of the policy of gradual repayment obtain only within

certain limits. A pressure continued for too long or made too

heavy will undoubtedly lead to loss of energy and to increasing

impatience of new state expenditure. Thus the disadvantages of

the plan adopted by the state may become greater than those of

a shifting of capital. But where are the limits ?

This question did not apparently admit of a definite answer.

But time furnished a solution of the problem which theory, basing
its arguments for the larger part on hypotheses, could never have

reached.

As the war continued, the contention as to the methods of

covering the crisis expenditure abated. The unprecedented
increase in the expenditures showed more and more clearly that

a single tax would not be nearly sufficient. On the other hand,
the enormous amounts needed for interest and amortization

showed the expediency of looking out for money which would

cover a considerable part of the crisis expenditure. The govern-
ment framed its financial policy accordingly, resorting to short-

term loans, to new taxes, and to increasing the rates of the existing

taxes. In this matter the course of events in the Netherlands

closely paralleled the experience of several of the belligerent

countries, which had at first resorted to floating rather long debts,

while approving the principle of financing the war by loans of
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rather long terms. The result of the policy adopted by the Nether-

lands, however, was that by the end of the war the crisis ex-

penditure had been met out of loans, and extra taxation was

needed partly for interest and redemption of the loans and partly
for the increased ordinary state expenditure.]

REVENUE FROM GOVERNMENT LOANS

The following liabilities have been contracted by the state on

account of the crisis expenditure :

1. The Loan Act of December 23, 1914,
1
provided for the issue

of a voluntary loan amounting to 275 million guilders in bonds

of 1,000 guilders, 500 guilders, and 100 guilders, with an annual

interest of 5 per cent. From February 1, 1916, the debt was to

be redeemed in 15 years, at par, and by allotment in such a manner
that until 1920 5 per cent would be redeemed annually and in

each following year 0-5 per cent additional.

The redemption was to be completed in 1929, the government

being authorized from 1917 to accelerate the rate of redemption.
The subscriptions had to be effected between January 2 and 12,

at the rate of 100 per cent, payments to be made in four terms,

the last of which was due on July 7, 1915. The total amount
of subscriptions was 409,918,000 guilders, of which 407,539,000

guilders were accepted. Preferred subscriptions amounting to

142,461,000 guilders were granted in full, the remaining ones to

at least 50 per cent.

2. Under the Loan Act of March 17, 1916,
2 was issued a

voluntary loan amounting to 125 million guilders in bonds of the

same denominations as those of the preceding loan, with an annual

interest of 4-5 per cent. From November 1, 1917, at least 0-25

per cent of the loan, increased in proportion to the decrease in

the amount of interest, would be redeemed annually. From 1930,

when the redemption of the first loan would be completed, another

15 million guilders would be used annually for redemption. Thus

the debt contracted through this loan would be redeemed after

25 years, that is in 1941. Subscriptions had to be effected between

March 27 and 30, 1916, at the rate of 100 per cent, payment to be

made in four instalments, the last being due on August 7, 1916.

1 Staatsblad, 1914, 612. 2
Ibid., 1916, 135.
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Subscriptions were granted to a total amount of 185,317,300

guilders. The preferred subscriptions, amounting to 84,588,200

guilders, were granted in full, the remaining ones to 40 per cent.

3. The third voluntary loan, like its predecessors, amounting
to 125 million guilders, was issued a year after under the act of

December 16, 1916.1 This time the annual interest was 4 per cent.

It was to be redeemed in the same way as the preceding loans.

But the redemption was to begin eleven months later, that is,

on October 1, 1917, the extra redemption being deferred to 1937.

This loan would accordingly be redeemed in 27 years. The low

interest was counterbalanced by the lower rate of issue, which

was 97 per cent. At this rate subscriptions would be effected

between January 2 and 5, 1917. Subscriptions amounted to

143,019,500 guilders, the full amount or 22,889,400 guilders being

granted to the preferred subscriptions and 40 per cent to the

others.

4. The fourth voluntary loan followed under the act of

December 15, 1917. 2 This loan amounted to 500 million guilders,

but it was partially meant for a conversion of the first loan of 1914.

The new loan yielded an interest of 4 5 per cent, and as three

years had elapsed since the issuing of the loan in 1914 and the

government was at liberty to anticipate redemption, it appeared
desirable to profit by the favourable condition of the money
market. Money could be borrowed cheaper, and there would be

an opportunity to economize on interest by redeeming the 5 per
cent loan. From August 1, at least 0-94 per cent of the loans,

increased by the amount of interest gained through payment of

principal, would be redeemed annually over a period of forty years.

The subscription was opened between January 2 and 5,

1918, at the rate of 100 per cent. Subscriptions amounted to

624,629,000 guilders, of which 223,747,800 guilders came from

the 5 per cent obligations of the loan of 1914. As these obligations

were quoted at 100-5 per cent, their possessors received a bonus

of 0-5 per cent. At the time of the subscription 247,500,000

guilders of these obligations was still floating.
3 With regard to the

part which was not offered for conversion, the act provided that

i Staatsblad, 1916, 533. 2
Ibid., 1917, 710.

3
27,500,000 guilders had already been redeemed.
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it be redeemed at par on February 1, 1918, or August 1, 1918,

at the option of the government. Of the preferred subscriptions

amounting to 34,328,000 guilders, 314 per cent was granted ;

58-6 per cent of the others.

5. About a year later another loan was issued. The act of

December 19, 1918,
1
provided for the issue of a loan of 350 million

guilders at an annual interest of 5 per cent.

Redemption was to be effected in the same way as with the

former loans. Again, the loan would not be redeemed before

forty years, for which, from June 1, 1920, 0-83 per cent of the

capital, increased by the interest gained, would be used annually.
The rate of issue was99per cent. Accepted subscriptions amounted
to 386,283,000 guilders ; right of preference was claimed for

23,448,000 guilders.
2

Summed up, the amount of contracted debts after the first

loan was redeemed, was as follows :

Year
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On close examination we shall see that the voluntary character

of these loans is decidedly questionable. With all of them the rod

was in pickle, for a compulsory loan was sure to follow if they were

not subscribed to the full. ? As has been mentioned before,
1 this

system was introduced into our financial policy in 1844 by
Mr. T. A. van Hall, then Minister of Finance, at a time when Holland

was financially in a very critical condition in consequence of the

secession of Belgium.
In 1914 only a few speakers protested when the then Minister

of Finance, Mr. Treub, began to wield this weapon. Against their

opinion that on account of the high interest the voluntary loan

was sure to succeed, the Minister was right in taking the position
that no one could be sure of that in those days of uncertainty,
and that it was absolutely imperative that the loan should succeed.

Later several members of parliament opposed the threat of com-

pulsion on the ground that since the outbreak of the war Nether-

land securities were sought after to such an extent that the risk

might safely be taken. According to them many persons were

loath to invest their money in more speculative domestic enter-

prises, such as shipping and industrial stocks, part of them even

preferring government securities to provincial and communal
ones.

The 5 per cent obligations, then quoted above par, after 1918

fell to 93 or 94 per cent, while communal loans, which were of the

same rate of interest as the government bonds, could be issued in

the same year at a higher rate than government securities. In

the course of time even private investments, with the same rate of

interest, were quoted 10 per cent above government securities.

And, lastly, a tremendous rise was in store for shipping and

industrial stocks.

From a motive of immediate expediency it was good tactics

for the government to keep the means of compulsion within reach,

thereby securing the success of the loan, but it weakened the credit

of the state.

The conditions of the proposed compulsory loan were of course

much less favourable to the public, the disadvantage lying in the

lower rate of interest. The compulsory loans authorized at the

1 Ante, p. 16.
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time of the first two voluntary loans were to yield 1 per cent less,

with the following two loans, even 1-5 per cent less.

The compulsory loan was to be resorted to if the larger part
of the voluntary loan was not placed. The subscription was to be

secured from larger capital and not from incomes. The possessors
of capital of less than 75,000 guilders were to be exempt. Only
with the latest loan were gross incomes also charged, beginning
with incomes of 10,000 guilders.

It was for this reason that the voluntariness of the so-called

voluntary loans was so questionable. Many financial institutions,

many private persons, subscribed only in order to escape the much

greater evil of the compulsory loan. Many of these subscriptions,

indeed, were rather a drawback than an advantage, for no sooner

did the new state debenture come on the market than many
persons tried to free themselves from their unwelcome acquisition
and to secure floating funds again. In this way a volume of offers

was brought about which was not sufficiently counterbalanced by
demand. For this reason there was a great fall in these obligations—much too great as compared with similar funds.

Another measure had been resorted to in order to make it

absolutely certain that the loan would succeed. The government,
with each successive emission, secured the co-operation of the

Bank of the Netherlands, which promised special facilities to the

subscribers if they wanted to raise money on the security of these

bonds.

When the first loan was issued, the Bank of the Netherlands

offered to advance money to an amount equal to the par value less

5 per cent (before the war the rule had been par value less 30 per

cent) on security of the debentures, charging therefor the ordinary
interest for loans on security (in those days amounting to 5 per

cent) if the loan was taken for at least one month. This condition

was to be maintained until December 31, 1917. In this way it was

possible for a person to subscribe for, let us say, 10,000 guilders
and pay in no more than 500 guilders cash. As long as the interest

on secured loans did not exceed 5 per cent, it cost him nothing to

subscribe.

The assistance of the Bank of the Netherlands made possible
even a net profit for the subscribers, as after May 1915 the
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obligations for a considerable time were quoted above par, even as

high as 103-5, so that the borrower who sold these obligations might

easily make a fair profit. But contrary to expectation, people
did not to a great extent avail themselves of this privilege offered

by the bank, which contracted no more than 4,763 loans on

security.

The Bank of the Netherlands also supported the subsequent
loans in the same way.

The fluctuations in the rate of interest were very remarkable.

An interest rate of 5 per cent was adopted for the first loan, which

for a Netherland Government security was exceedingly high.

Since 1844, when the then existing national debenture, in so far

as they yielded an interest of 5 per cent, had been converted into

4 per cent securities, no 5 per cent loan had been issued. On the

contrary, in the course of time the 4 per cent loans had been

converted into 3 per cent loans, and it was an unfavourable

phenomenon when in 1911, for the first time, borrowing was

possible only at an additional 0-5 per cent, with a rate of issue

of 96. Small wonder that many persons took alarm, when in 1914

the Minister of Finance, Mr. Treub, proposed at the very outset

an interest rate of no less than 5 per cent. It was feared that

deposits in the private savings banks, which usually paid an

interest of less than 3 per cent, would be withdrawn to profit by
the high interest which the government promised. It was also

feared that the agricultural banks would raise the rate of interest

on secured loans and that mortgage banks would follow suit, which

would increase the cost of building. Taken all together, commercial

and private credit would become much more expensive. The

government did not deny this, but argued, properly, that all over

Europe interest was rising to 5 per cent and over ; that nearly all

belligerent countries borrowed at still higher interest, and, lastly
—

and this was a very important part of the argument
—that with

a lower rate of interest the Bank of the Netherlands would most

assuredly stipulate much less favourable conditions.

With the second loan, in March 1916, Mr. van Gijn, who had

succeeded Mr. Treub as Minister of Finance, ventured to lower

the interest rate by 0-5 per cent, i. e. to 4-5 per cent. Easier con-

ditions in the money market, which had already been perceptible
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in the last months of 1914, became more pronounced in 1915.

Commerce and industry earned large sums by orders from abroad,

and as a considerable part of ouroversea import trade was still open,
the money which flowed into our country could be invested in

stocks of goods. The money market became easier ; the difference

between the rates of interest for long and short credits steadily

increased. With a view to the uncertainty of the times people

preferred lending their money on call loans, in order to soon have

it at their command again. This caused the interest on such loans

to fall. In proportion as it became harder to find employment
for money in trade, in consequence of the increasing difficulties

thrown in the way of industry and commerce, the banks became

less inclined to play the part of intermediary between lender and

borrower. Hence interest on deposits and running accounts was

greatly reduced, and, finally, the banks ceased paying any interest

at all on such money. Any one who wanted capital, on the other

hand, had to offer more interest than formerly to induce the lender

to part with his money.

Many persons seeking investments, especially at the beginning
of the crisis, preferred securities of the national government, the

provinces, or the communes. Mercantile and industrial enter-

prises had not yet begun to show great profits, and the prevailing

uncertainty kept people from investing their money in the in-

dustrial field. This explains why in 1915, the year of the greatest

uncertainty, the 5 per cent loan rose above par, and why the

government wanted to avail itself of this opportunity. But when,
in the latter half of 1915, several 4-5 per cent loans of public and

semi-public corporations were successfully placed, the Minister of

Finance, Mr. van Gijn, resolved to adopt the rate of 4-5 per cent

for the second loan, in a measure reported to the States General in

March 1916.

Professional financiers had tried to dissuade him from the

policy, as they doubted the success of the loan. The Minister

could not deny that of late the rate of interest was no longer fixed,

showing
4

fluctuations with curves of increase '. This did not

change his opinion though. He stood firm because he feared that

if the state persisted in an interest rate of 5 per cent it would

check the general tendency toward a decline to 4-5 per cent. He
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must also have been influenced by the fact that the lower rate

meant an annual saving of 625,000 guilders.

Apparently the Minister's optimistic view was sound. After

July 1916 the loan rose above par, remaining so through the rest

of the year. During the year 1916, which in our economic annals

was to become the year of big war-profits, money remained

remarkably easy. In view of this favourable circumstance, the

Minister, in the third loan bill, reported to the Second Chamber in

December 1916, made bold to lower the interest to 4 per cent. The
fact that several public corporations were able to borrow at 4 per
cent was partly responsible for the reduction of the interest by
0-5 per cent. But the precaution was taken to provide that the

rate of issue should be 97, which raised the yield to 41237 per
cent. Notwithstanding the rate of issue at 97, the loan promptly
fell 1-5 per cent, and sank to 91 as early as February 1917. What
was the error in the Minister's calculations ?

Money was indeed remarkably easy in those days. In ordinary
times the non-interest-bearing deposits at the Bank of the Nether-

lands did not exceed an average of 6 or 7 million guilders. But
as early as August 1914 they rose to 29 million guilders

—we are

referring only to private deposits
—and during the period May

1915 to April 1916 the average amount was 45-9 million

guilders, and during the following financial year 81 million

guilders.
1 The private banks lowered the rate of interest on

deposits to 2 per cent, and one of our largest financial institutions

even announced at the end of 1916 that it would refuse to take

money on deposit.

But the existence of this surplus money did not signify that

the possessors of it wished to sink it in government securities.

Speaking generally, the longer the war continued the less inclined

was the public to invest on long terms and fund their floating

capital. The prolonged uncertainty made people averse to

surrendering the command over their money. Short-term invest-

ments, on the other hand, were eagerly sought after, and in

proportion to the supply the demand for floating capital was very
dull indeed. Investment in fixed capital could be justified only if

the risk appeared to be compensated for by anticipated war-profit.
1 See the Annual Reports of the Bank of the Netherlands.
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Large war-profits were indeed a possibility, as there were

several branches of industry and commerce which were making

large earnings, especially in shipping business, where the

profits were immense. Such investments were greatly sought
after. Investments which had formerly been considered first-

class did not promise such compensation for risk by a higher

dividend, and the result was that their market value fell. As

regards government securities, the reluctance to invest was

aggravated by the fact that the faith of investors was now weak-

ened by the repeated borrowings for unproductive use. This

condition was rendered infinitely worse when the downfall of

Czarism in Russia led to the repudiation of the Russian Govern-

ment debt.

The longer the war lasted, the dearer became long-time credit

and the cheaper became short-term credit. As production became

more difficult and manufacturers had less opportunity to replenish
their exhausted supply of raw materials, an ever-increasing

amount of capital, secured from the sale of finished articles,

became available. None of these manufacturers wanted to hamper
themselves by investing on long terms. They preferred to keep
their money floating, in expectation of better times ; this they
did as a rule by holding bank-notes. Characteristic of this

condition was the enormous increase in the stock of gold at the

Bank of the Netherlands, which was as follows :

Date Guilders

July 25, 1914 162,113,000

Dec. 24, 1914 208,119,000

Dec. 31, 1915 429,182,000

Dec. 30, 1916 587,602,000

Dec. 29, 1917 698,233,000

This gold, which for the larger part had been got from

abroad on cash sales of products, remained at the disposal of the

merchants, the bank-note functioning as a demand bill or a non-

interest-bearing obligation.
We get an idea of the dullness of the money market if we com-

pare the demand accounts and the private discounts of the Bank
of the Netherlands as here given.
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Date
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to an interest rate of 5 per cent. Even so, the latter loan could

not maintain itself at the rate of issue. Within three months the

obligations fell to 92 per cent. Government securities in the

Netherlands, as elsewhere, were in disrepute.
1

REVENUE FROM TAXES

Until the end of the war it remained a moot question just

where the extra revenue was to come from, as the receipts from

loans were nothing but a temporary relief, immediately transform-

ing themselves into an incumbrance. The task of the government
was far from easy, as considerable amounts were involved.

For interest and redemption of the different loans there were

needed: 30,318,715 guilders in 1916 ; 32,406,250 guilders in 1917

31,366,000 guilders in 1918; 35,186,000 guilders in 1919

53,889,400 guilders in 1920-30 ; 68,899,000 guilders in 1930-6

62,960,000 guilders in 1937-43 ; 42,649,000 guilders in 1943-57.

Of the loan of 350 million guilders, an amount of 85 million

guilders was reserved to cover the deficit in the normal services.

Added to this was the crisis expenditure, for which the borrowed

sum was not sufficient.

Although the government and the majority of the Second

Chamber were averse to the abandonment of free trade, still it was

necessary to exploit the domain of indirect taxes now that the

plan of a single tax had been rejected. The project of increasing

the indirect taxes won support among influential members of the

opposition, who were unwilling to accept any notable increase of

direct taxation.

Even before the second war loan, Mr. Treub, Minister of

Finance, moved to levy an export duty of 8 per cent. The Minister

wanted to hit the big profits drawn from exports ; and the export

duty amounted to a kind of tax on war-profits. For this reason

it was to be levied only as long as there was danger of war, and all

articles whose value was no higher than the average value between

August 1, 1912, and July 31, 1914, were exempt.

1 Also the placing had been far from easy. The first of the two subscription days
had been so unsatisfactory that all the leading newspapers had contained advertisements

that night exhorting the public by all means to subscribe, and pointing out the menace
of a forced loan.
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This proposal was opposed from all sides of the Second

Chamber. Those who defended free trade on principle were

exceedingly indignant that the Minister who in 1912 had so

violently opposed the protectionist tariff moved by the preceding

government should thus surrender his former position. They
argued that if a tax on war-profits was wanted, it should be levied

directly on income.

Others considered more especially the technical side of the

scheme, which they thought too drastic by far. Whether much
or little profit was gained on an article of export, whether or not

there was a disparity in cost price of various articles—these were

considerations which had not been taken into account by the

Minister. It had not even been stated what articles would be

subject to export duty, which should have been one of the first

things provided for in the bill. According to some speakers
immense profits had been derived from certain commodities, such

as tea, coffee, cocoa, rice, linseed oil, and soap, for which reason

these articles should be the first to be taxed ; others preferred
the duty to be levied on the articles which we ourselves stood in

need of, such as butter, cheese, potatoes, and pork.
The Minister yielded to the opposition and withdrew his pro-

posal. Much of the criticism was well founded. It was not to be

denied that the scheme had been worked out rather loosely and

gave great discretionary power to the government. But, so far

as the principle was concerned, the Minister stood firm, and in

the end he was justified by the facts. For the above-mentioned

system of licences, which financed a large part of our food supply
and which had been established as early as the autumn of 1914,

was practically equivalent to a duty on exports, although it was

much more flexible and had a greater power of assimilation.

Thereafter the government resorted both to increasing direct

taxation and adding new, avenues to the existing taxation. But

the first defeat entailed the very serious evil that no other proposal
to levy a tax on war-profits was brought forward for about two

years.

With the report of the second loan bill the government again

proposed an increase of revenue, being forced to do so from the

necessity of finding means for interest and amortization of the
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loan. As long as it was thought possible to meet the crisis ex-

penditure by the produce of the loan, all that seemed to be needed

was revenue sufficient to cover the cost of the loan. But when it

appeared that the expenditure would considerably surpass the

amount of the loan and that no limit could be fixed for this

increase, the government gave up the idea of confining itself to

an increase in revenue sufficient for the cost of the following loans.

It saw the urgency of finding also revenue for the immediate

payment of part of the crisis expenditure. At the time of the

issue of the second loan, in the beginning of 1916, the government

gave evidence of this point of view by proposing a much larger

increase in revenue than was necessary for the service of the first

two loans, thereby committing itself to the system of employing

part of the revenue for the service of the loans and part for

immediate payment.

Revenue for the Covering of Interest and
Amortization of the Loans

The loan-fund of 1914, which was to be charged with the cost

of interest and sinking of the loan, was established under the act

that authorized the issue of the first loan. To this fund would

be consigned the extra revenue which was needed. Thus it was

expected that a clear view of the extra revenue necessary for the

covering of the crisis expenditure would be attained. The Minister

had declared that he would propose no new taxes, because he

wished to avoid a broad discussion of principles. He therefore

limited himself to the levying of the following extra charges on

existing taxes :

Per cent

Land tax 20
Personal tax ......... 20

Tax on income from trade, professions, etc..... 33

Tax on capital......... 33

Stamp dnty on foreign bonds 50

Registration duty and fines 10

Spirit duty ......... 10

Sugar duty 20
Wine duty 20

Hence the extra charges were levied on both direct and indirect

taxes. It was intended to make both sources contribute practically
1569.50 G
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equal shares. Of the direct taxes capital was hit hardest, the land

tax being fixed at a lower rate to prevent capitalization of the tax

at the cost of the present possessor. The rate of the personal
tax was low because some provinces and communes already levied

very heavy taxes thereon.

Although the wealthy had to pay the most, the poor also came
in for their share, as the tax on income from professions, trades, etc.,

was levied on incomes of from 600 guilders up, and the tax on

capital was levied on capital of from 13,000 guilders up. The

personal tax, moreover, was levied upon persons of very small

competence indeed. For instance, in the large towns an annual

rent of even as little as 125 guilders was taxable, and this took in

by far the larger part of labourers.1

The extra excise tax was felt by every one, of course. The

duty on sugar, by the way, was not really levied. For the very

high original duty, amounting to 27 guilders per 100 kilograms,
was diminished to 22-50 guilders, so that with the extra charge
of 20 per cent the former amount was reached. There was another

ground for opposition to this provision. The duty on spirits had

yielded more than 25 million guilders, and this revenue had been

reserved to compensate for an eventual decrease in sugar duties.

This now became impossible.
To indemnify the ordinary expenditure account, the loan-fund

was annually to pay a million guilders to the common exchequer.
In its original project the government had proposed a lower

rate on incomes and capital, but it had proposed a levy of 20 per
cent on legacies and 10 per cent on imports. The former levy
was opposed by the conservatives, the latter by business men.

In the amended scheme the government, moreover, shortened

the duration of this extra taxation to three years, thereby gain-

ing an advantage in the discussion whether or not an ad hoc levy
was desirable. Many persons now gave their support to the

government in order to postpone any further discussion of the

single tax.

Those who were far-sighted prophesied that this limit of three

years would prove a delusion and that the extra tax would never

1 It was the landlords who were taxed, it is true, but they made their tenants pay
for it.



COVERING OF THE CRISIS EXPENDITURE 83

be removed. They were right. Not only was this temporary
revenue continued, but in view of the exigencies of the times,

new revenue for the loan-fund had to be found. When the loan-

fund was also made responsible for the interest and amortization

of the second loan, an increase in the resources of this fund was

badly needed. An act of January 20, 1917,
1
provided for this

increase in the following way :

The temporary revenue was maintained until 1933 and in-

creased.

The extra tax on capital and the newly introduced tax on

income, which had replaced the former divided tax, were increased

to 40 per cent, dividends from limited companies remaining charged
at 33 per cent, and the extra personal tax for horses and motor-

cars was increased to 80 per cent. This was feasible, as horses

and motor-cars were taxable only in so far as they were a luxury.

Shortly afterwards, under an act of January 11, 1918,
2 the

limited companies had been relieved of the tax on income, as

a separate tax of 5 per cent on dividends and bonuses had been

introduced. The extra charge of 33 per cent was to be added to

this tax in favour of the loan-fund.

Thus the new taxes would be levied exclusively against the

large incomes. The Minister computed that they would yield
a million more than was necessary. In view of this surplus he

proposed to grant full or partial exemption from the rent tax

for those who paid a very small tax. This modified the harshness

of the system of extra taxation, but only to a minute degree.
An attempt to improve the system still further through the

exemption of small incomes failed, the majority of the Second

Chamber agreeing with the Minister that the exchequer could not

spare the relatively important revenue which was expected from

this class.

In this way the revenue of the loan-fund was increased to such

an extent that no new strengthening of the fund was needed until

the issue, in 1918, of the fifth loan, which amounted to 350 million

guilders.

1
Staatsblad, 1917, 192. 2 /^ 191s, 4.

G 2
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The above-mentioned extra revenue amounted to :

Extra tax

Land tax, 20 per cent

Personal tax, 20 (80)

per cent

Income-tax, 33 (40) per
cent

Capital tax, 33 (40) per
cent

Sugar duties

Wine duties

Spirits duties

Stamp duties

Registration duties

Mortgage duties

Total

1915
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an ad hoc levy, which, of course, had to be demanded primarily
from wealthy people.

There was sound reason for supplementing the Defence

Tax I A with I B, as the rate of progression of the ordinary tax

on capital was too weak by far, and even more so as that tax

valued landed property much too low by taking as a basis the

values of 1897. For this basis was substituted the prevailing

market-price. The difference was estimated at 48 per cent, and

was calculated to procure for the exchequer an extra revenue of

7 or 8 million guilders. This tax which, like the other defence

taxes, was distributed over three years, increased in proportion
to the capital from 01 to 6 per cent.

What the Defence Tax II claimed from income was consider-

ably more than the amount which was to be paid under the

ordinary income-tax, as is exhibited by the following table :

Income
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a clear insight into the drawbacks of this system. He gave
utterance to his apprehension that in this way the character of

an ad hoc levy might be lost sight of and that the levy might be

continued for years to come. This fear proved well founded.

Even before the three years were over, another Minister of

Finance asked the Chambers' consent to extend the defence taxes

to 1923, although in an attenuated form.

The revenue from the three taxes greatly surpassed the estimate

of 100 million guilders. It amounted to :
l

Defence tax
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Besides, severe censure was heaped upon Mr. Treub, who had

given up his portfolio to Mr. van Gijn, Minister of Finance, shortly

before the report on the bill imposing the profits-tax. In 1914

Mr. Treub had proposed a kind of war-profits tax but had given

it up, disheartened by the defeat of his proposal to levy an export

duty of 8 per cent. This was unfair to Mr. Treub, as the responsi-

bility rested upon the Ministry as a whole.

As in most other countries, the tax was levied on incomes and

not on capital. The reverse would have been very unjust, especi-

ally since the tax had been deferred so long. For then.the person
who had invested his war-profits would have been penalized for

his virtue of thrift, and the man who had devoured his earnings

would have proved the more clever of the two. Moreover, the

tax would have remained ineffective to a large extent, since any

person who had enjoyed war-profits might have employed them

to compensate for losses of capital elsewhere sustained, thereby

escaping all responsibility.

Lastly, if the tax was levied upon capital the limited com-

panies would be exempt, while in fact they should be the very
first to be subjected to the tax.

There was, to be sure, a serious difficulty with a profits-tax

levied on income alone, not capital. Under that plan increase in

security values and many other speculative gains went scot free.

It was unfortunate and scandalous that no way could be found

to make those lucky individuals who gained enormous fortunes

through speculation, or through the mere rise in value of their

properties, contribute their fair share to the revenue. But the

increase of capital from the appreciation in value of the investor's

securities could not be distinguished from speculative gains. And
since the investor was to be spared by the scheme, the speculator
was passed over for fear of hitting both.

Fortunately the Minister made an important exception by

treating as income the profits gained from speculation in goods if

those goods had been acquired otherwise than in the course of

one's regular trade or business. In this way it was made possible
to levy the tax on profiteers, and who during this war was not

a profiteer !

It was the income which was taxed, it is true, but not every
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kind of income. It had to be proved that there was an increase

of income, or a profit, caused directly by the war.

This increase was further particularized as the amount by
which the actual income or the actual profits during one of the

war years exceeded the average income during 1911, 1912, and

1913, or, if no accounts had been kept, the estimated income of

1914. It was necessary to go back so far for the standard from

which profits might be measured, because the act had been made
retroactive to August 1, 1914. The dilatoriness of the government
in preparing to tax profits was properly punished by the enormous

difficulty of determining, from remote periods, the basis upon
which taxable profits were to be computed.

It was rather comical to see how many tax-payers who had

formerly kept their statements of income as low as possible for

the ordinary income-tax (a tax on income from trades, pro-

fessions, etc.), in order to reduce their tax payments, now kept
down the amount they had to pay on war-profits tax by inflating

the figures of profits in the period taken for the basis. By a com-

parison of the entries, which for this reason were widely different,

many frauds were brought to light, and the tax-dodgers got their

due in the shape of a heavy fine or imprisonment.
The law took into account not only the fact of the momentary

war-profits, but also the possibility that these profits might turn

into losses. It recognized that an unexpected end of the war

might affect disastrously those who had sunk their capital in the

production of different kinds of substitutes. If at the end of the

war considerable stocks of such substitutes should be on hand,
the odds were that great losses would result from a decrease in

value. Hence the act provided that if any person, in consequence
of the war, found his profits cut a thousand guilders or more
below the income which had been used as a basis for the com-

putation of his war-profits, this loss might be subtracted from

the amount for which war-profit taxes had been paid, and a rebate

for taxes already paid, proportionate to this subtraction, might
be claimed.

In the case of both profit and loss the law applied only to

such as might be due to the war crisis. Such a restriction obviously
would involve many theoretical difficulties ; how could one be
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certain that increased profits were not due to better management,
or losses to mismanagement ? As a matter of practical adminis-

tration, the law assumed that unless the tax-payer could prove
the contrary, all increase of income above the standard that had
been denned above, would be considered as war-profit. Thus
a presumption was established in favour of the state, shifting the

burden of proof to the shoulders of the tax-payer.
But what of the business concerns which had come into the

field after August 1, 1913 ? For such it was provided that 5 per
cent on capital would serve as the basis from which war-profits

might be measured.

It was important that the tax should be levied upon the entire

profits of limited companies, without deduction for undistributed

profits and extra reserves. Evasion of the law through the transfer

of profits to the reserve account was checked by the provision
that only such sums might be set aside for reserves as might be

necessary for the requirements of the business. The administra-

tion was to determine what reinvestment of reserves was per-
missible under this provision.

The act fixed the rate of tax at 30 per cent. The state com-
mittee had originally been of the opinion that 25 per cent would

do, but the Minister wanted another 5 per cent as a fund where-

with to extend financial aid to communes that had got into

difficulties. A minimum of 1,000 guilders was exempted, and for

profits of less than 2,500 guilders the rate was fixed at 10 per cent.

On profits above 2,500 guilders, 2,000 guilders were exempt.
Hence the actual rate amounted to :

War-profits
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as the revenue should have reached the estimated amount of

50 million guilders. The radicals in the Second Chamber, on the

other hand, had proposed an increase in the rates of 50 per cent.

This the Minister opposed, fearing that a higher rate would too

seriously discourage enterprise. The government had further

limited the burden of the tax by the provision that the tax on

war-profits might be deducted in calculating the amount payable
under the income-tax.

It was feared that the law would give rise to evasion and tax-

dodging, but these were familiar evils. Failure to report taxable

profits were threatened with severe punishment
—

imprisonment

exclusively. In case of false entries the delinquent's name was

published in the Staatscourant (the official newspaper).

Large advertisements were repeatedly inserted in the principal

newspapers, in which the Minister warned the public against the

serious consequences of failure to observe to the letter the regula-

tions of the new tax law. The administration, moreover, was

empowered to examine into the accounts of private concerns and

capital. This proved of great advantage. Many persons who

formerly made such entries for taxation as they chose, now found

that they would be held strictly to the law. It was a golden era

for accountants, and many business men learned to appreciate

good book-keeping.
As a rigorous application of the tax even to small profits would

have been very onerous, since concerns operating on a small scale

have little occasion for systematic book-keeping, and since their

profits are very insecure, exemption had been granted for a

minimum of 1,000 guilders, as mentioned above. In its original

project the government had exempted a minimum of 2,000

guilders, believing that the yield would not cover the cost of

administration, but later the Minister, realizing that the 30,000

small agricultural concerns could pay considerable sums to the

state, supplemented his schedule by the 10 per cent on small

incomes, which he estimated would yield 1-5 million guilders.

The war-profit tax was not intended as a supplementary tax

on income. It was expressly provided that the entry for the tax

on income might be diminished by the amount that had been paid
as war-profit tax.
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Revenue from this source amounted to 41,000 guilders in 1916 ;

161,337,000 guilders in 1917 ; 157,728,000 guilders in 1918.1

The four extra directtaxes during 1916, 1917, and 1918amounted
in total to 510,219,000 guilders, or an annual average of 170,073,000

guilders. If we take into consideration that the average revenue

from all direct taxation during 1911-13 was 50,807,000 guilders
and that extra taxation alone yielded 3-4 this amount, we shall

see that the Dutch legislator did not shrink from making the

present generation pay a considerable part of the war expenditure.

REVENUE FROM OTHER SOURCES

Revenue from the Netherland Export Company

All through the crisis period the state exercised close super-
vision over commerce and industry, and frequently had to take

over the work of private business. Nor did it always sustain

losses in doing so. It sometimes exhibited the true spirit of

commercialism, being so bent upon profits that the ordinary
merchant could not have improved upon it. It has been explained
above how the state, in its power to regulate export at will, had

an excellent means of making the exporters share in the immense

cost of assuring the food supply of the country.
However effective this means and however gratifying the

results, still there was a troublesome restriction, greatly impeding
the state in its commercial operations. This was that no tax

could be charged on the profits from an exported article, unless

this article were necessary for home consumption. The state was

unable to hit the exporter of any other article, as the only attempt
to levy export duties had grievously failed. In establishing the

Netherland Export Company, however, the state succeeded in

gaining its object, although in a roundabout way.
Soon after the outbreak of the war, the Central Powers had

centralized importation and exportation in large corporations.
The advantages of this policy were manifold. Contracts for the

importation of necessary articles could more easily be entered

into, as the requirements regarding both quantity and quality
could be more definitely fixed and a sharper control could be

1
Jaarcijfers, 1920, p. 276.
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maintained over the fulfilment of the terms of the contracts. By
doing away with competition, export prices could be kept up and

import prices could be kept down. In the barter of goods with

foreign countries—which as the war dragged on was substituted

for buying and selling
—such organization proved very useful.

As economic conditions abroad became more unfavourable,

barter was veiy often made impossible by the fact that the

belligerents lacked goods for export. Still the belligerents stood

in great need of the products of the neutrals, and therefore showed

scant consideration for the rights of the few defenceless neutral

states. They simply claimed the products they needed, not for

nothing, for this would have seemed too rapacious, but in exchange
for bills of credit, which amounted to practically the same thing
as participating in the belligerent war loans.

When affairs had come to this pass the government realized

that commerce and industry were exposed to great difficulties.

What could the manufacturer and the exporter do with the

foreign bills but take them to his bank to have them changed into

Dutch money ? But the banks were in danger of becoming so

overloaded with such paper that depreciation would inevitably
follow. This had to be prevented. The government, therefore,

in 1918, established the Netherland Export Company (the N.U.M.).

Although it was a private corporation, it was invested with official

authority, since the state, to a large extent, was to control its

policies.

The N.U.M. was created to take the foreign bonds off from the

hands of the exporters and to assume the risk. The exporter was

allowed to hand over his foreign bills to the N.U.M. in exchange
for N.U.M. obligations, which were, it is true, nothing but scraps

of paper, but paper which was guaranteed by the state of the

Netherlands. The N.U.M. might do with this paper what it

thought fit, borrow money on it or keep it until it became due.

This was a matter of no concern to the original parties.

In order to carry on its work properly the N.U.M. had to have

at its disposal all or nearly all of the foreign bonds of this character.

Accordingly, the entire export trade had to be carried on through
the agency of this institution. It was therefore provided that

henceforth licences for exportation should be granted only by the
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N.U.M. This offered the government an opportunity for revenue

too alluring to resist. The exporter had to have a licence and

the government could charge him a price for it. And this price

was nothing but an export duty.
1

1 This company closed in 1922 with a considerable surplus of more than 50 million

guilders. Of this amount 30 million have been invested by way of a credit to France

granted in 1916, and prolonged for five years in 1921. Another part has been invested

in Dutch treasury bonds. Upon liquidation the balance comes in favour of the state.

The establishment of the Company was on a rather large scale. The capital had been

fixed at 5 million guilders. At the present time the capital has been reduced to 500,000

guilders in connexion with the very great reduction with regard to the N.U.M., now
that trade has again been set free.



CHAPTER V

THE STATE BUDGET AT THE END OF THE WAR

The movement of the expenditure and the revenue of the

state budget after 1913 is exhibited by the following table :
J

Year



STATE BUDGET AT THE END OF THE WAR 95

Against these deficits existed :

v Guilders

Balance in hand loan 1910 .... 4,770,000

Total crisis loans 1,092,750,000

Total 1,097,520,000 /

The government computed that with these loans and the

crisis revenue it would be able to meet the crisis expenditure until

April 1, 1919, but the ordinary deficits remained. For 1918 the

ordinary deficit was estimated at no less than 33 million guilders,

and for 1919 at 29 million guilders. Another crisis deficit, more-

over, loomed in the distance, as the crisis expenditure was covered

only until April 1, 1919 ; but the crisis expenditure would by
no means end on April 1, 1919. The year 1919 began very un-

favourably indeed. Although the mobilization was over, many
demobilized men had to be supported by the state, if only during
the first difficult times in which they had to find a means of

livelihood. The provision for food was continued on the same foot-

ing, the cost of which during the first four months of 1919 was
estimated at 100 million guilders. Unemployment allowances

demanded more money than ever. Since 1914 unemployment
had never been as general as in the first months of 1919 ;

2 million guilders monthly were spent on it. The total crisis ex-

penditure after January 1, 1919, still amounted to a monthly
average of 60 or 65 million guilders.

1 Small wonder that the

Minister proposed a new loan. Computing that the crisis ex-

penditure would cost the state an extra half milliard guilders,
another loan had to be issued, this time amounting to 400 million

1 Memoir of the loan bill of 350 million guilders.
The Minister divided the crisis expenditure from August 1, 1918, until February 1,

1919, as follows :

Guilders

Military expenditure, monthly .... 30,000,000
Provision of food, monthly 24,000,000

R.N.R.C., monthly 5,000,000
Various allowances, monthly 2,000,000

Support of foreign refugees, monthly . . . 1,000,000
Subvention from the war tax to communes . . 1,700,000
Miscellaneous ....... 1,300,000

Total 65,000,000

Haruldingen Zitting l e Kamer der Staten-Generaai, 1919, p. 259.
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guilders.
1 Hence the amounts necessary for the interest and

amortization would increase from 52 million to 82,175,000 guilders.

But the Minister, in view of this new increase of liabilities, con-

sidered the period of redemption too long. He therefore proposed
to shorten it to twenty-five years, which meant a further increase

of expenditure for the loan service to 97,400,000 guilders. Besides

these extra expenses for redemption of the crisis debts, new

expenditures were in store for the state now that it could more

energetically take in hand its peace task ; these expenditures
did not appear in the budget estimate of 1914. One must bear

in mind that the then Minister of Finance, Mr. Treub, estimated

these prospective expenditures at 60 million guilders.
2 The war

had taught the government to handle large figures with facility ;

accordingly the present Minister of Finance, Mr. de Vries,

estimated them at exactly double this amount, or 120 million

guilders annually. His computation follows :

Guilders

New expenditure for education ....... 35,000,000

Cost of social insurance, on account of the granting of the old age

pension at the age of 65 instead of 70 years, and increase of benefits

from 3 to 5 guilders 25,900,000

For extension and improvement of railways, tramways, and canals, for

the draining of the Zuyderzee,
3 for increase of salaries and pensions

for additional social services ....... 60,000,000

Total 120,900,000

The Minister exhibited a certain moderation in saying that

at first he could do without one fourth of this amount. That

left 90 million guilders which were required immediately, increased

by the deficit of 1919, estimated at 29 million guilders. If we

add to this the 30 million guilders to meet the new estimated

requirements of the loan-fund, the total new expenditure amounted

to 150 million guilders.

1 In 1919 it actually appeared that the amount then short in regard to crisis ex-

penditure had been reduced to 30*6 million guilders. But the amount then short in

regard to ordinary expenditure had increased to 88*5 million guilders.
2 Not quite ten years before, in 1906, the Minister of Finance computed that an

amount of 10 million guilders of new revenue would suffice.

3 See Memoir of Budget Estimate of 1919 (submitted to the First Chamber), Supp.
sess. 1918-19, No. 62 a.

During the crisis a bill had been passed (in 1918) to drain the Zuyderzee. The total

cost was estimated at 200 million guilders.
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Apart from the expenditure on account of the loans, the war

period had certainly exerted an influence in bringing about this

increase. Even if the object of the expenditure had not changed
after 1914, higher estimates would have been required by the

general increase of prices. But the government had also increased

its social service, in view of the increasing difficulties which the

times entailed for the working classes and the increasing discontent

which the latter showed in consequence of their more and more

straitened circumstances.

The task of the Minister of Finance, Mr. de Vries, to find new

revenue was anything but pleasant. He adopted the plan of

increasing existing taxes and introducing new ones, being at the

moment averse to a single tax. He proposed to extend direct

taxation to its extreme limit and to increase the revenue from

indirect taxes.

(After
long debates the majority of the States General adopted

his scheme with very few modifications.

The new taxation acts,
1 which for the most part were passed

in the first half of 1919, contained the following provisions :

II.
The yield of the income-tax was considerably increased*

The existing tax had ranged between 0-2 per cent or 1-25 guilders

on a minimum income of 650 guilders and 3-31 per cent on an

income of 20,000 guilders with 5 per cent for each additional

100 guilders. The new tax began with 0- 125 per cent on a minimum
income of 800 guilders and rose to 9-225 per cent on an income

of 70,000 guilders with 15 per cent for each additional 100 guilders.

The Minister computed that this change would bring in an addi-

tional 30 million guilders. The yield of the tax in 1917-18 had

amounted to 62,474,000 guilders, so that the increase represented
48 per cent.

II. The tax on property was exactly doubled ; instead of

1 guilder on capital of from 16,000 guilders to 30,000 guilders
and 0-56 guilder for each additional 1,000 guilders surtax, there

was a levy of 2 and 1 guilders respectively.
The Minister was averse to progression in this case. He

stuck to the original design of the taxes of 1914 on income and on

property. The tax on income had been meant as a progressive
1 Acts of April 11, 1919, StaataUad, 1919, 169, 170, 171, 172.

1569.30 H
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levy on both income from labour and income from capital. The
tax on property was only a supplementary income-tax, so that

another progression would be out of place. The Minister looked

forward to an additional yield of 5 million guilders, hence 50 per
cent of the yield of 1915-16 amounting to 10,341,000 guilders.

III. The extra tax levied on incomes in favour of the loan-

fund was reduced to 25 per cent in order to prevent a con-

siderable increase of these extra loan-charges. Although a levy
of 23-5 per cent would have been sufficient to get the same yield
as before, the Minister made a round number of it and asked

25 per cent to avail himself of even the smallest advantage.
IV. The fourth alteration in direct taxation consisted of the

four defence taxes being extended for another four years ; but

the rates were somewhat decreased.

(a) The Defence Tax I A, the doubling of the capital tax, was

henceforth to amount to 30 per cent of the tax on capital. The
Minister expected a yield of 3 million guilders, that is, 873,000

guilders or 22 per cent less than the return of 1916-17.

(b) The Defence Tax I B, like I A, was decreased. Until then

the levy had been from 0075 per cent on a minimum capital

of 50,000 guilders to 0-9 per cent on capital of 3 million guilders,

with a levy of 0- 1 per cent on additional capital. The levy was now
to vary between 003 per cent and 0-5 per cent ;

the percentage of

levies on capitals exceeding 3 million guilders could be raised to 0-6

per cent. The Minister expected the altered scheme to yield about

9,270,000 guilders or 47 per cent less than the yield of 1916-17.

(c) The progression of the Defence Tax II was decreased.

Starting from a minimum income of 1,200 guilders, the rate

increased from 2 guilders or 0151 per cent to 2,888-5 guilders

or 3-39 per cent if the income amounted to 85,000 guilders ;

an unvarying levy of 6 per cent being made on additional income.

Formerly the rate had been 3 guilders or 0-225 per cent, but

had not exceeded 4-5 per cent or 3-873 guilders if the income

amounted to 85,000 guilders,whereas amounts exceeding this sum
had been charged with 8 per cent.

The Minister estimated that the yield would decrease by
between 2 and 3 million guilders or from 12 and 20 per cent of

the return of 1916-17, which had amounted to 25,209,000 guilders.
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What the tax-payer had to pay out of his income for all

these taxes, excluding dividend and war profits taxes, before and
after the alterations, amounted to :

Size of income
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the alterations. The Minister opposed further increase as the

additional yield would not be worth while.1

The revenue which was to be gotten from these sources was

far from sufficient. The government scheme mentioned a long
list of other taxes of the most varied description.

Under this scheme it was estimated that the population would

be charged with :

(A) Direct taxation :

An increase of legacy duties, now yielding 25 million guilders

An increase of personal taxation ......
(B) Indirect taxation :

Increase of duty on spirits from 90 guilders to 150 guilders per
hectolitre ........

Doubling of exchange duty and of stamp duty for receipts

Tax on tickets.....
Tax on tobacco, cigars, and cigarettes

Increase in the import duties

Tax on cocoa .....
Tax on articles of luxury .

Total

Guilders

15,000,000

2,500,000

1,750,000

4,250,000

2,000,000

20,000,000

13,500,000

1,000,000

10,000,000

70,000,000

Inclusive of the 35 million guilders from increase of direct

taxes, the extra revenue from taxation would increase to 105 million

guilders, 15 million guilders of which would be employed for

a strengthening of the loan-fund. But even with this great
increase of taxation, an annual amount of no less than 60 million

guilders of new expenditure was left, for which extra means had

to be provided.
The Minister wanted to levy an indirect tax on invoices,

roads, electric power, advertisements, and matches, and two

direct taxes, i. e. an increase in the land tax, amounting to

10 million guilders, and a tax on the accession of property, which

was to yield 15 million guilders. But several of these new taxes

were only vaguely hinted at by the Minister. 2

1 His own words were (we translate) : But what is more, I can add that even if

I made up my mind to such a progression, the yield would be slight. I made my
officials calculate this with the greatest care. I myself had also thought that the yield

would be more, but after they had twice figured it for me they said :

' We dare not

estimate more than 6,800,000 guilders, and we arrive at an impossible percentage, as

there are so very few incomes of this size.' (First Chamber, session of March 13, 1919.)
2 For the increase of taxation until the end of the fourth war year, see Annex

No. II, p. 142.



CHAPTER VI

THE INFLUENCE OF THE WAR ON THE
GENERAL WELFARE

Following the first shock of the war, which all but paralysed
the economic activity of the population, was the beginning of hard

times for several branches of the national industry. The con-

sumers, in fear of the future, bought as little as possible except
food. The luxury industries, such as manufactures of gold,

silver, diamonds, art pottery, and porcelain, had to bear the brunt

of it. The number of unemployed in the diamond industry, which

was already large at the end of July 1914 (43-87 per cent), rose

to 96-49 per cent at the end of August and to 91-58 per cent

at the end of December 1914. But all industries which did not

produce necessaries were in a bad way. The clothing and shoe

industries, the tapestry industry, building and painting concerns,

typography, confectionery, cocoa and chocolate manufactures,
the tobacco and cigar industries, were exceedingly slack, and

unemployment in these industries increased to between 20 and

SO per cent.

Navigation and the corresponding harbour business suffered

very much indeed. The immense reduction in this field of activity

is clearly shown by the following official data :

NiEtrwE Waterweg (Rotterdam-North Sea)
1

Date
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The Number of Dockers at Rotterdam a

Month
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a refuge in our country, and among whom there were many
well-to-do people, did the same. This change became manifest

during the course of 1915. At the end of the first quarter the

cigar and tobacco industries were again normal. In the clothing

industry the index figure of unemployment decreased from 30- 1

in January 1915 to 2-3 in March of the same year, in the leather

industry from 10 to 3-3, partly in consequence of increased demand
for employees in the War Office.

Other industries, such as those dealing with food and luxuries,

followed suit. All this is clearly shown by the following index

figures of unemployment during the different months of 1915 :
l

Month
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recovered and drew immense profits. It was the year of the big

war-profits and of the founding of many a war-fortune. Holland

was flushed with money. Domestic prices rose continuously, and
home markets were brisk for any kind of article. The gold and

silver industries recovered completely and had plenty of work : so

had other luxury industries, such as the furniture industry. Many
persons changed their poor faded upholstery for more elaborate

furniture or had splendid country seats built for them or rebuilt

their offices and storehouses.

Building contracts were signed in behalf of private persons
to an amount of 15,583,882 guilders in 1914 ; 14,403,867

guilders in 1915 ; and 25,202,445 guilders in 1916 (of which

8,022,775 guilders were for factories).
1

The need of materials was not yet pressing. Several statistical

data point to a general prosperity. Unlike 1914 and 1915, the

year 1916 saw the deposits in the state Postal Savings Bank exceed

the withdrawals. Strictly speaking, there had been a surplus of

deposits ever since May 1915, but the withdrawals during the

first four months of that year had been so considerable that the

eight following months could not make up for them. The figures of

1914 and 1915 are :
2

Date
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lands increased immensely. It amounted to 4,800,000 guilders
in 1913-14; 28,940,00 guilders from 1914 to May 1915 ; 47,500,000

guilders from May 1915 to May 1916
; 82,850,000 guilders from

May 1916 to May 1917.1

\ National energy was taxed to the utmost, as is exhibited by
the following table of newly established limited companies :

Year
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tendering relief, as it was of the opinion that only the following
industries were still in a bad way

*
:

The diamond industry at Amsterdam ; the harbour business

at Rotterdam, Zaandam, Terneuzen, Harlingen, Delfzijl; the

textile industry at Gemert and Hilversum; the earthenware

industry at Maastricht ; shipping at Philippine.

In that year immense profits were drawn by owners of mer-

cantile and fishing vessels. The fisheries yielded SO million guilders

more than the year before ; the profits of shipowners on account

of the immense increase in the freight rates 2 were such that new

shipping emissions amounted to :

Date
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and rationing were resorted to, and in their wake followed under-

feeding, shortage of clothes, shortage of shoes, and, above all,

shortage of coal, for thousands of people. In the last two years

of the war this condition was continually aggravated. Coal

especially was scarce and exceedingly dear. The total amount

of fuel at the disposal of the population decreased from 8,246,271

tons for April 1, 1916-April 1, 1917, to 5,334,680 tons for the

same period in 1917-18. The price movement of coke, delivered

at the communal gasworks, was 100 in 1913 ; 152-10 in 1916 ;

95-58 in 1914; 123-75 in 1915 ; 22406 in 1917 ; 273-40 in 1918.1

It was not only the industries that suffered, but the whole

population. Especially was the winter of 1917-18 bad. In the

cold spring of 1918 thousands upon thousands of people were

without fuel. Railway traffic decreased continuously, while the

fares increased 150 per cent. In the principal towns the latest

trains arrived at ten o'clock or at half-past ten. Street lighting

all but disappeared, greatly increasing the risk of crime, and home

lighting was reduced to a minimum.

Sundry building materials were soon used up, and building

became so expensive that job-building
—that is building under-

taken with a view to profits
—was all but stopped.

The communal building inspection board at Rotterdam, in their

report of 1917, estimated the cost of building a house for the

average citizen at 7,243 guilders in 1914 ; 9,959 guilders in 1916 ;

16,800 guilders in 1918 (or 132-6 per cent more than in 1914).

The shortage of houses really became serious. According to the

communal building and housing inspection board at Amsterdam,
there was in this town of 660,000 inhabitants a shortage of 15,000

houses in 1917-18. And in other places it was just as bad.

There was little or no importation of cotton, and unemployment
in the textile industry, which in 1913 amounted to an average of

3 percent, was increased to 31-5 per cent in 1917. Factories of

pottery, glass, bottles, chemical products, and rice factories were

either running on part time or stopped. In 1918 petroleum, oil,

tin, and other commodities disappeared ; to the shortage of coal

was added a shortage of fat ; meat became a luxury unattainable

by 80 per cent of the population ;
and symptoms of underfeeding

1
Maand8chrift van het Centraal Bureau voor de Statistiek, Mar. 1919, p. 305.
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manifested themselves. In Holland, as elsewhere, people began
to produce and to trade in substitutes to an objectionable extent.

All kinds of stuff were substituted for butter
; instead of real

honey there was a
'

breakfast honey
'

prepared from glucose ;

cereals were displaced by so-called
'

strength food ', at best

prepared from milk-powder ; milk was skimmed, or there was

none at all ; for sugar there was a mixture containing saccharine ;

and so on. The annual report of the State Bureau for the Examina-

tion of Commodities for 1918 gives extraordinary instances of the

frauds perpetrated upon the public as the result of this frenzy for

substitutes. It gives the following statement concerning some

substitutes for meal :

The materials were very often bad, mouldy tapioca meal, full of mites,

coming in for a large share, while meal from flower-bulbs and beans was

also used.

Coffee substitutes were manufactured from lupine seeds, carrots,

beet-roots, etc. ;
a sample of furniture polish consisted of starch

paste ;
and a sample of hair restorer consisted of arsenic.

Distribution and rationing spread rapidly, and the country was

overspread with a perfect network of government bureaux and

an army of officials. Inequalities became more marked, some few

drawing immense profits but an ever-increasing number coming
to grief. Officials with small salaries, and the working classes, had

a very hard time, as also the wholesale and retail dealers and the

middling and small concerns which had but little capital and had

to buy at a disadvantage. For all of them the golden times were

gone. Some persons made fabulous profits, i.e. the profiteers,

the smugglers,
1 and some great industries. This is indicated by

the following table of the yield of the tax on manufactured gold

and silver :
2

Year
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Shipowners continued to gain millions, as did also some owners

of fishing vessels, shoe manufacturers,
1 and cigar manufacturers ;

but the mercantile fleet suffered severe losses, and the unemploy-
ment of a large part of the labourers concerned in it was in flagrant

contrast to the profits of the few. The following table shows

this clearly :

Daily Employment of Harboub Hands at Rotterdam 2

Year
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Prices per 100 Kilograms a

Commodities
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A computation of the increase of prices of various articles will

furnish only an unsatisfactory answer to the question, To what

extent did the increase of prices diminish the value of the

incomes of the population ? To answer this question adequately
one should know to what extent sundry articles are indispensable

to man.

Both the state and the municipality of Amsterdam investigated

this matter and published highly valuable statistics. The ex-

penditure of twenty Amsterdam labourers' families during the

war period was carefully investigated. Of the total amount

expended for food, the following table shows the percentage

expended for the individual commodities listed :

Percentage of Expenditures fob Food Commodities

Commodity

Bread, biscuits, and cake

Cereals (beans, pease, and groats)
Milk and cheese

Meat and eggs
Fats (butter, margarine, fat, oil)

Groceries ....

Expenditure

Per cent

24-1

5-0

18-6

15-8

18-5

21-0

On the basis of these data, a computed average was established

which corrected the simple average. The results were as follows *
:
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Toward the end of the four years of war twice as much income

was needed in order to live on the same plane as before the war.

That the computed average of 1916 is lower than that of 1915 is

explained by the fact that some important articles were controlled,

which reduced prices.

Commodity-
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hence, during 1917, about 40 per cent, and during 1918 about

75 per cent.

If these figures were taken as a basis for the computation of

the general increase of prices, a much too low estimate would

result, as working people spend relatively much more on food

than other classes, as shown in the following table :
x

Incomes

Guilders

6,000

3,000

Working family

Amount spent on food

Per cent

25-7

36-3

45-4

And it was the principal food products which were rationed and

for which maximum prices had been fixed.

The so-called
4
free goods ', as their prices increased more

frightfully on account of profiteering, were only to be had by
those who were better off. Hence it is no exaggeration to say
that the average increase of prices was 20 per cent during 1915 ;

35 per cent during 1916 ; 50 per cent during 1917 ; 80 per cent

during 1918 ; or, an annual average of 46 per cent.

Nearly all through 1919 prices remained at the same height.

A silent but stubborn warfare was being waged between producers
and merchants on one side, and consumers on the other. The

latter, now that the tide had turned and better times were in

sight, bought as little as possible ; the producers and the mer-

chants, spoiled by the prodigality of a large part of their cus-

tomers, who for fear of still greater increase of prices kept on

buying, had, notwithstanding the higher cost price of many
articles, manufactured and bought large stocks which they did

not intend to sell at a loss. The battle was continued for some
months. Some industries began to waver rather soon ; oils and
fats became much cheaper, as also iron manufactures. But prices
in general remained high on account of scanty importations and
extensive exportation.

2
Although in future, when conditions

return to normal, prices cannot but decrease, still it is probable
1
Ibid., p. 307.

2 See Annex III, post, p. 143.

1569*50
j
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that the price of many articles will remain high on account of the

increase in wages and the inflation of currency.
1

The question whether there is now any inflation in Holland is

hard to answer, for although the stock of money is much larger

than in ordinary times,
2 there are many persons who have hoarded

it, while others have deposited theirs in some bank because they
had no employment for it. And next to this the still prevailing

general uncertainty calls for a larger circulation of money as the

quantity of credit, formerly a matter of habitual occurrence,

has in the case of many transactions been either curtailed or

replaced by cash payments.
If inflation exists, it has no influence on the purchasing

power of the national income, taken as a whole. For it is

evident that in the absence of inflation not only the rate of

prices but also the total amount of the national income would

have been less—and consequently the purchasing power of the

national income in its entirety would have remained at par.

To what extent the different groups of the population are

influenced by inflation is quite another question. In the first

place it is the possessor of capital who suffers from it. The

fixed interest on obligations represents a smaller purchasing

power. The capitalist has become poorer. As regards shares of

stock representing property right in an industrial enterprise, this

1 The industries and the wholesale concerns nearly all united in a powerful organiza-

tion, and with might and main opposed a decrease of prices. This goaded the consumers

to a growing opposition ; during the course of the year they began uniting into local

or into still smaller organizations, and succeeded in gaining their end by favouring
tractable industries and wholesale concerns and by buying directly from abroad.

Profiting by the extraordinarily low rate of the mark, it was especially from Germany
that sundry articles were ordered direct. Rather curious were the furious contests

in the newspapers between consumers who charged their purveyors (booksellers for

the most part) with profiteering (by means of sticking to the pre-war rate of the mark)
and the groups attacked, who tried their best to defend themselves.

2
Coinage of silver amounted to 2 million guilders in 1911

; 3 million guilders in

1912 ; 8 million guilders in 1913
; 15,785,000 guilders in 1914 ; 14,215,000 guilders

in 1915 ; 5 million guilders in 1916 ;
and 2,300,000 guilders in 1917. (Jaarcijfers, 1913,

p. 264 ; ibid., 1916, p. 269 ; ibid., 1917, p. 273.)

Since the outbreak of the war a total of 35 million guilders was coined, and a total

of 67,500,000 guilders silver bonds issued. Nevertheless it was estimated by the

president of the Bank of the Netherlands that a total amount of 105 million guilders

of silver money had been withdrawn from circulation. The circulation of bank-

notes increased from 310,437,000 guilders in July 1914 to 1,100,948,000 guilders in

Jan. 1919.
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loss will be compensated for in the long run by the higher market
value that is certain to be placed on the stock.

For persons receiving salaries, inflation is a loss if it is not

followed by an increase of pay, but even so it remains open to

doubt whether the increase is an adequate compensation.
Business men will, relatively, be the least troubled by it,

in so far as their customers do not belong to the salaried classes

and in so far as they do not sell products whose use is only
limited.

It is to be hoped that to a certain degree an inflation may
indeed occur, since this is a simple means of getting rid of a part
of the immense war debts. We may recall that in former times,

especially after the Napoleonic wars, inflation has proved the

only escape from bankruptcy. It is not to be denied that the

decrease of debts in this way amounts practically to a tax on

capital and a partial tax on income, but such a tax would be

levied gradually and so be easily borne.

In comparing the totals of national income before, during, and

after the war alongside of the inflation of prices, we have to take

account of the amount of taxation consequent upon the crisis

expenditure.
For the covering of the crisis expenditure (interest and re-

demption of the loans) the population paid :
x

Year
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duties weigh down the whole population, but this is not the case

with the duties on wine and spirits. Hence it is only the sugar

duty which is not exclusively levied upon the taxable national

income. And, in comparison with the total extra taxation,

amounting to 566,400,000 guilders, the yield of the sugar duties,

amounting to 25 million guilders, is small, especially that part of

it which is paid by persons whose income is too small to be

taxed.

In the first place, the taxable national income is diminished

by the full amount of crisis taxation during the four years of war.

For the period after the war it will be diminished by the taxes

necessary for interest and amortization of the funded debt, in

which the remaining part of the crisis expenditure will be con-

solidated. The cash value is exactly represented by the amount
of this funded debt, so that the size of this loss can be computed
in full.

When computing national income and national capital one

meets with difficulties which make it impossible to arrive at exact

figures. In 1915 the taxes on income and capital, together con-

stituting the
'

divided
'

income-tax, were replaced by a general

income-tax, the tax on capital being maintained as a supple-

mentary levy. The tax on incomes from trades, professions, etc.,

fell upon incomes of a minimum of 600 guilders, incomes derived

from capital in so far as the capital was less than 13,000 guilders.

The capital tax commenced with capital of 13,000 guilders.

Since May 1, 1915, the income-tax reached all incomes of

a minimum of 650 guilders, no matter what their source, while

the capital tax only fell upon incomes of more than 16,000 guilders.

For this reason we are limited to approximations in trying to

compare the years before and after the crisis period. As until

May 1, 1915, the divided income-tax had not fallen upon incomes

from capital but upon the capital itself, the income derived from

national taxable capital must be deduced from the capital and

added to the income from professions, in order to get a rough

survey of the total taxable national income.

The following survey has been .computed in this way :
*

1
Jaarcijfers, 1917, p. 154 ; Statistiek der Bijksinkomsten, 1913, p. 35 ; Ibid.,

1914, p. 35.
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Fiscal
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Reduction of National Income due to Increase of Peices

Year
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To what extent this loss will prove lasting cannot be predicted.

That depends on an eventual decrease in prices and on an increase

in purchasing power in consequence of a resuscitation of the

different branches of national industry. If industry survives

a decrease in prices, the permanent loss will chiefly be borne by

capital. It is hard to say whether any loss of capital
—taken in

the sense of private capital
—took place during the crisis.

Statistics exhibit the followingfigures relating to taxable capital:
x

Fiscal year
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A warning against too optimistic expectations lies in the

estimated amount of taxable income during 1918. Practically,

this amount indicates a considerable decrease. Landed property
as an item of capital was for the first time estimated at its actual

value instead of on a basis of the estimated annual produce as

determined by the tax on landed estates. Although this new
estimate was considerably higher, the total amount remained the

same. The Minister explained this by the abnormally low

quotation of bonds on May 1, 1918. This quotation was indeed

very low, partly on account of the monetary depression caused

by the crash of the well-known Amsterdam stock-jobbing com-

pany, Erdmann and Hettey (April 23, 1918).
1

1 In 1919 and 1920 the speculation rage continued, and the prices of shares, land,

and goods were constantly swept higher up. The crisis in the Netherlands set in

during the autumn of 1920, and the highly swept up valuation of shares had soon to

make room for a great decline. The taxable national wealth, which according to official

statements amounted to 13,585,000,000 guilders in 1920, receded to 300 millions

during 1921.



CHAPTER VII

THE EFFECT ON DIFFERENT GROUPS OF THE
POPULATION

The population may be divided into : a group consisting of

the labouring classes, with annual incomes ranging from 600

guilders to 1,300 guilders ; a group consisting of the lower middle

classes, that is small shopkeepers, small industrials, clerks, and

lower officials in public service, with annual incomes ranging from

1,300 guilders to 3,000 guilders ; the middle classes, that is higher

officials, judges, teachers in the secondary schools, managers of

middling concerns, etc., with incomes from 3,000 guilders to

6,000 guilders ; and the upper classes with large incomes.

As mentioned above, the burden of the crisis period was

heaviest upon the smallest incomes. Those with comfortable

incomes might reduce their expenditure, but this was all but

impossible for those who had to spend the larger part of their

incomes on necessaries, as doing so would lead to actual physical
need.

Hence it was the working classes that were especially borne

down by the pressure of the times. This pressure was caused by
two circumstances : (a) increase of prices ; (b) unemployment.
It was offset by increase of wages and by relief.

In 1912 a private institution published the results of an

investigation into the budgets of some seventy working-class
families living in different parts of the country.

1 These labourers,

who for the larger part belonged to the class of skilled workmen,
earned wages varying between 500 guilders and 1,500 guilders.

Even at that time the condition of the labourers was described as

far from favourable. The wages of the head of the family were

1 Arbeiders budgets, Jaarbudgets van 70 Arbeidersgezinnen in Nederland. Bapport
eener enquete der sociaal-democratische Studie-club te Amsterdam ; Brochurerihandel der

S.D.A.P. Keizersgracht 378, Amsterdam.
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not sufficient, as a rule, and additional income from extra work

by the husband, his wife, or his children, was often indispensable.

The paper published the following survey of the total average
income :

1

StTBVEY OF AVEEAGE INCOME

Source
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Items
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Actual Expenditure of the Labourer a

Items
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minimum ration of 10 units ; in several families washing could

be done once in a fortnight instead of once a week ; the daily

ration of bread, the principal food of the labourer, had been

reduced to 200 grammes ; and the decrease in the ration of pulse

had considerably raised the consumption of potatoes. Besides,

the potatoes which were distributed were not always good, which

was a source of great discontent. The increase of prices con-

tinued up to September 1920, at which time the index figure of

costs of livelihood for labourers' families amounted to 222- 7.1

Thereafter a gradual reduction set in which up to September 1922

amounted to 52- 9. 2

The index figure of the wholesale trade price of 53 articles

increased from 121 in 1914 to 285 in September 1921, and there-

upon decreased to 162 in September 1922.

It is distressing to note the increase of taxation, amounting to

100 per cent, as a large part of the labourers had only become

taxable after their increase of wages.
Moreover the labourers were sorely pressed by the shortage of

houses, and the number of tenements for the working classes was

far from sufficient.

The losses incurred by the working classes on account of the

high cost of living may be exhibited as follows :

Total number of industrial and building labourers . . 800,000

Their wives and children (30 per cent) .... 240,000

Total number of employed men...... 560,000

Guilders

Average weekly wages amounting to 12 guilders in 1914 (560,000 x

52 x 12) 349,440,000

Average weekly wages amounting to 14-28 guilders in 1917 (560,000 x

52 x 14-28) 415,833,000

Average weekly wages, amounting to 15-96 guilders in 1918 (560,000 x

52 x 15-96) 465,337,000

In order to retain the same purchasing power, their wages should

have been 461,360,000 guilders in 1917, or 45 million guilders more ;

573,763,000 guilders in 1918, or 108 million guilders more.

For the two preceding years there are no data available.

Taking into account the originally much less considerable increase

1 The index number at 100 was fixed for the year 1911.
2
Maandschrift van het Centraal Bureau voor de Statistiek, October 1922, pp. 902, 905.
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of prices, the shortage in these two years may be put at 50 million

guilders. And this implies a total of 200 million guilders.
1

This calculation is much too favourable, however. For the

computation assumes that all labourers were employed during
the crisis years. This, of course, is not correct. Statistics already

given point to considerable unemployment. It is true that many
unemployed persons got monetary relief ; but, first, this relief was

not extended to all, and, secondly, it was never high enough to

make up for the usual wages. The unemployed person was only

granted 70 per cent of his wages at the most, but very often the

allowance was much less.

But let us take it for granted, that all unemployed persons got
an unemployment allowance ; the result would then be as follows :

Year
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certainly not less difficult to make both ends meet. They were

unable to increase an income which had been all but insufficient

in ordinary times. In the Ninth Economic Note, published by the

Minister of Agriculture in 1917, it is stated that the circum-

stances were such that an income of 3,000 guilders meant the

verge of destitution for those who, before the war, had estab-

lished their standard of life accordingly. Two years later the

Minister of Finance declared that persons with incomes from

5,000 to 10,000 guilders had the greatest difficulty in making both

ends meet.

These two statements are typical of the circumstances. One

may infer from them how very hard the times were for a great

many persons who, it is true, also belonged to the class of officials

but who earned much less than the above-mentioned group, their

salaries often being inferior to the pay of labourers. While the

labourer was often able to get along somehow, as he was un-

trammelled by his social position, the official had to keep up

appearances and had to dress differently, had to live in a more

genteel house, and send his children to a better school. 1

They suffered a great deal, the assistance which was rendered

them coming too late and being very inadequate. Not until the

year 1916 did the state allow them a high cost of living bonus on

their salaries, and even that was limited to the lower officials.

Those who had a maximum income of 1,200 guilders received in

1916 a bonus of 8 per cent, and 7 guilders for each child. Hence

it was only the lower clerks of the departments, the teachers with

the smallest salaries, and the labourers employed by the state,

who were helped by this allowance. And even so, the allowance

was not much, the increase of prices being at least double the

amount of the 8 per cent bonus. This was officially acknowledged.
In 1916 the Minister of Agriculture wrote :

' The bonus which has

been granted to the state officials is only a small offset against

the increase in the cost of living.'

No less than 38,800 state officials, together with 33,000 teachers

in public schools, got this extra allowance, to a total amount of

1 In July 1915 rents had increased 25 per cent ; the cost of new shoes and the

repairing of old ones, 100 per cent ; the cost of clothing, from 30 to 50 per cent, although

of inferior quality.
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1,820,000 guilders. Their collective loss was certainly not a

penny less.

In 1917 the state granted another bonus. The increasing

pressure of the times forced the government to fix at 1,000 guilders

the maximum salary entitled to a bonus. The allowance itself

was fixed at 12 per cent of the annual salary, with a maximum
of 120 guilders and 15 guilders for each child.

The need increased to such an extent that the government, in

1918, raised the maximum of salaries to be allowed a bonus to

2,500 guilders for unmarried persons and 4,000 guilders for those

who were married. The total allowances then amounted to

17,500,000 guilders.

After the second half of 1918, salaries were systematically

raised, which entailed an expenditure of about 50 million guilders.

Moreover there was another bonus for 1919, which would cost the

state another 10 million guilders.

The relation between the bonus and the actual salary is ex-

hibited by the following table :

Annual salary
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increase of salary which was to be accorded to them and which

would amount to an average of 30 per cent. In 1919 the new
salaries were paid in full, augmented by a bonus in so far as the

new salaries did not exceed the old ones by 50 per cent, with

a maximum of 1,000 guilders, while in any case every married

man got 200 guilders and every unmarried man 100 guilders.

The government knew quite well that the bonus was not

sufficient, but it justified itself by referring to the sorely pressed

exchequer, which did not permit of raising salaries to the height
of the increase of prices, which had been calculated at 180 per
cent by the government itself. As another argument it added
that a bonus could not overcome the evil on account of the exist-

ing scarcity of supplies.
•* The high cost of living is to a large

extent caused by scarcity of supplies, and this scarcity cannot be

mended by a bonus.' But the government omitted to mention

that a '

bonus
'

would certainly, in the nature of things, lead to

a more even distribution of such scanty provisions.
Illustrative of the hardships of this period are the data procured

by a central organization of higher state officials. This organiza-
tion started an investigation into the financial position of its

members during the crisis period. It examined some 100 budgets
of 18 officials. The results are shown in the following table :

l

Year
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much more frugal mode of life, the increase in income (by periodical

raising and improving of salaries and by bonuses) was about

500 guilders short of the increase in expenses.'

Among the second group are those engaged in the so-called

repairing industries. In Holland these industries comprise many
small concerns. There are a great many painters, plasterers,

carpenters, masons, builders, and plumbers who have but few

assistants and whose incomes are less than 3,000 guilders. For

them times were very bad indeed, for if there was to be a cutting
down in expenditures, building repairs were omitted first of all,

as this was a privation which could easily be borne until better

days dawned.

For some persons who did not live on fixed salaries, matters

wore a more favourable complexion. Especially merchants, manu-

facturers, brokers, and retailers could indemnify themselves by

asking high prices of the consumers. Old stock, long since assumed

to be unsaleable, perhaps, might be cleared with a fair profit. It

was the small shopkeepers who profited most by the regulation of

distribution, as purchasing prices and margins of profit were made
the same for everybody.

The professional classes also contributed toward the inflation

of prices. Doctors and lawyers raised their fees, which did not

always keep them from falling into great straits in those days.

Clergymen, pensioners, and small capitalists suffered most of all, as

there was no improvement in sight for them. The year 1917 was

especially hard on them on account of the Russian collapse. In

1917 the number of those who were rated for capital from 15,000

guilders to 20,000 guilders diminished from 16,385 to 16,219.
1

Keepers of hotels and boarding-houses, most of them belong-

ing to the second group, did splendid business. The Dutch, a

very large number of whom, relative to the total number of

their population, are wont to go abroad in summer, had now
to content themselves with their own country, much to the

advantage of hotel and boarding-house keepers. For the same

reason there was a great increase in railway traffic during the

summer months.

Passenger traffic amounted to :

1
Jaarcijfers, 1917, p. 154.
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Month
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For the really wealthy the war entailed but slight material

loss. Those who observed meticulously the official rationing

regulations were inconvenienced like the rest by the scarcity of

food and fuel. But to the very last those who chose to do so

could procure all kinds of food and luxuries, although at very high

prices, by reason of the great extent of illegal trade.
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As amply illustrated by the foregoing statistics, the war period

weighed heavily on the population of the Netherlands. The

labourers suffered most, but the lower middle classes also were

sorely pressed by the increase of prices, the scarcity of supplies,

and the increase of taxation. Much of the suffering is over now,
and will be forgotten after a time. The want of all kinds of

luxuries, such as coffee, tea, fruit, cocoa ; the insufficiency of

heating and lighting ; the even more serious shortage of food,

such as meat, fats, and especially bread—all these were serious

evils as long as the crisis lasted, evils, indeed, one must not think

of too lightly. Nevertheless they are now past and have caused

nothing but a momentary loss.

But there is also a permanent loss. Society as a whole is still

impoverished by the loss of capital. Although this loss is not

irreparable, yet it must be made up before production can reach

its former level. But this is a national loss, and must be viewed

in relation to world economy. The destruction of the mines in

Northern France, for example, may be counterbalanced by
intensified exploitation of mines in other countries

;
the demoli-

tion of railways, by an immense production of freight motor-cars.

Happily the Netherlands have suffered but little in this loss

of social capital. In our country direct war outrage was com-

mitted only on our mercantile and fishing fleets. But the neces-

sary supply of funded and floating capital was often paid for very

dearly in our country, especially during the latter years, while

the goods delivered were of inferior quality. Also in Holland

materials procured in war time have a bad reputation, and

establishments that had to make any extensive improvements

during the war years have thereby contracted liabilities which

may not be redeemed for a long time.

Lasting loss to our national welfare was caused by unpro-
ductive expenditures of the state, in so far as they were not met

out of savings from national income or were not conducive to the

creation of new capital.
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In this unproductive expenditure first place may be given to

what the state spent on defence. Secondly, the amount paid by
the state, when buying and distributing food in excess of what
a private person would have paid in ordinary times, in so far as

this surplus went to foreign purveyors. So far as the surplus
remained in the country, only a shifting of wealth took place,

which might have contributed at once to the accumulation of

capital by the nouveaux riches and to the loss of capital by the

tax-payers.
1

The loss is permanent if and so far as the productive power
of the Dutch people is permanently affected. If old commercial

relations were broken without being replaced by new ones, if

world routes no longer passed through our country
—to give but

a few instances—this would be a much greater loss, which perhaps

might manifest itself within a few years.

There are, on the other hand, several corporations and

private persons that have invested their large profits in industries.

Numberless concerns have been extended and many new firms

have been established. Considerable amounts are involved here.

An Amsterdam newspaper stated that the following amounts

were invested :

Industry
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increasing prices of raw materials, have started farming on

borrowed capital will presently come to grief from a consider-

able decrease of prices of dairy products. The same may be said

of a large number of newly established mercantile and shipping

concerns, fisheries, and chemical factories.

Permanent individual loss appears to be greatest in the middle

classes. The labourers have succeeded lately in securing a con-

siderable increase of wages, and as it is to be expected that prices

will go down, their standard of life will, in the future, rather

improve than otherwise. Their increasing political power is

certainly not without bearing on this point.
1

The middle classes will suffer most, as there is no increase of

wages in store for them. They will be heavily weighed down by
the decrease in the valuation of their small capital and by in-

creased taxation, and they cannot reduce their expenses without

being exposed to real privation.
2

Only the really well-to-do will be able to maintain their

standard of living. That by the weakening of the middle classes

the disparity between labour and capital will be accentuated

goes without saying.

The ranks of those who oppose capitalistic society will un-

doubtedly increase. In the Netherlands, as elsewhere, consider-

able agitation is prevalent among the working classes, which will

lead to greater equalization of the conditions of life, partly

through increase of taxation of the wealthy, and partly through
extended social legislation, which will indirectly affect the rich

as they will have to pay for it in the end.

The question to what extent communism will spread and

alterations in our social system be insisted upon, possibly by force,

1 In 1922, however, the employers' assault set in. In most cases they demanded at

first an extension of work hours from 45 to 48 hours a week, but often they coupled
with this demand, either at the outset or later, another one for the lowering of wages.
The contest is still in full swing, but in several lines of business the labourers have

already consented to a lowering of wages.
2 Indeed it has come to this. The middle classes suffer most. A great many pro-

fessional people suffer as well from non-payment ; bankruptcies, insolvencies are the

order of the day. As to the officials they had to part, dating from January 1, 1923,

with 8J per cent of their salary as a contribution to their pensioning fund.

In addition to this, there exists a considerable superfluity of persons in all sorts

of professions and offices, and the want of employment there too is very great.
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must be left to the future. Happily, there is also a positive
endeavour to reduce prices by frugality and by a more economic

use of productive powers. The conditions, however, are too

chaotic at present to justify any guessing at the possible issue.1

For the Dutch, as for mankind generally, it is thrift and
increase of production which will prove the best means of recover-

ing the immense war losses.

Although hard times may still be in store, an examination of

the conditions following in the wake of former wars cannot but

inspire one with hope for the future.

1 It was only at a later period that a lowering of prices set in, which as yet has

not come to a standstill. Cf. p. 58.
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ANNEX IV

The Haagsche Bestuurdersbond, a local federation of Trade

Unions, in its annual report gave the following survey of weekly

wages earned by labourers in The Hague :



INDEX

Accidents, 54, 55, 56.

Accountants, 90.

Act of Aug. 3, 1914, 23, 30 ;
— of Dec. 31,

1914, 36 ;
— of Jan. 26, 1917, 83 ;

— of

March 25, 1918, 37; — of June 11,

1918, 83 ;
— of Jan. 7, 1919, 43.

Agreement, commercial, 43.

Agricultural banks, 74 ;
— concerns, 90 ;—improvement, 6 ;
— instruction, 7.

Agriculture, 1, 6, 102, 109.

Agriculturists, 27, 53.

Aleppo, 61.

Alienation Act, 30.

Almelo, 62.

America, 4, 6.

American interests, 63.

Amortization, 80, 81, 83, 116.

Amsterdam, 4, 21, 25, 46, 79, 105, 106, 107,

111, 112, 120, 121.

Antwerp, 5, 57.

Area of the Dutch India Archipelago, 11 ;— of the Netherlands, 1 ;
— of Surinam,

12.

Army, 3, 36, 37.

Arhhem, 62.

Arsenic, 108.

Asia, 11.

Athens, 62.

Atjeh, 16.

Australia, 11.

Austria, 13.

Austro-Hungarian interests, 63.

Bahia, 62.

Bakers, 40, 53.

Bangkok, 62.

Bank of England, 22 ;
— of France, 21 ;— of issue, 30, 114 ;
— of the Nether-

lands, 21, 22, 23, 24, 26, 28, 31, 52, 73,

74, 77, 114. •

Bankers, 24, 25, 26.

Banknotes, 21, 22, 23, 24, 28, 77, 114.

Bankrate, 24.

Bankruptcy, 2, 3, 25, 49, 115, 135.

Banks, 25, 26, 27, 30, 75, 92, 114 ; agri-
cultural —, 74 ; large

—
, 25 ; middle-

class —, 50 ; middling
—

, 25 ; mort-

gage
—

, 74 ; private
—

, 24, 26, 28, 52,
76 ; small—, 25 ; savings

—
, 9, 26, 27,

28, 52, 74, 104.

Barley, 7, 38, 110.

Basket-makers, 53.

Batavian Republic, 15.

Beans, 108, 111.

1569.50

Beer, 18, 123, 124.

Beetroots, 61, 108.

Belgian capital, 61 ;
— children, 58 ;

—
diamond trade, 61 ;

— Government,
58 ;

— interests, 62 ;
—

refugees, 56,

57, 58, 59, 60, 61 ;
— schools, 58 ;— secession, 3 ;

—
territory, 57 ;

— war
victims, 58 ;

— women, 58.

Belgian provinces, The, 3.

Belgians, 3, 58, 61.

Belgium, 1, 2, 3, 8, 13, 16, 55, 56, 57,

58, 72.

Belligerent countries, 39, 42, 68, 74, 114 ;— governments, 42 ;
—

parties, 27 ;— war loans, 92.

Belligerents, 27, 62, 92, 106 ;
— acts, 54.

Bergen, 61.

Bergen-op-Zoom, 51.

Berlin, 63.

Bill of indemnity, 23 ;
— of credit, 92 ;— of mortality, 13 ;
— of postpone-

ment, 29 ; domestic —, 24 ; foreign
—

,

92.

Bimetallic standard, 22.

Biscuit, 117, 123.

Boarding-house keepers, 53, 130.

Bois-le-Duc, 62.

Bonus for officials, 63, 127, 128, 129,

130.

Boots, 41, 110.

Bottles, 107.
I'i't'fiy'iT. S\^\

Bread] 40, 41, 111, 123, 124, 132.

Breadstuffs, 41,

Breda, 62.

Bremen, 5.

British Dominions, 55 ;
— Empire, 55 ;— India, 12 ;

— interests, 63.

Brokers, 28, 130.

Budget:' national—, 13, 14, 15, 16, 17, 34,

60, 94 ;
— at the end of the war, 94 ;— of 1917, 40 ;

— of Dutch India, 11 ;— of higher State officials, 129 ;
— of

an official, 131 ;
— of working-class

families, 121, 122, 123, 124, 129.

Builders, 53, 130.

Building, 48, 60, 74, 107 ;
— contracts,

104 ; Communal — inspection Board
at Rotterdam, 107 ;

— concerns, 101 ;— materials, 53 ;
—

repairs, 130 ;
—

statistics, 20.

Bulb-growing concerns, 46, 102.

Bulbs, 8.



146 INDEX

Butchers, 53.

Butter, 1, 39, 41, 80, 108, 111, 123, 124.

Butter and Milk dealers, 53.

Cairo, 63.

Calcutta, 63.

Camps, 57, 58, 59, 60.

Cape Town, 63.

Capital, 11, 44, 64, &c.

Capitalistic society, 135.

Capitalists, 115, 130.

Caribbean Sea, 12.

Carpenters, 53, 130.

Cattle, 1, 4, 6, 7, 8.

Cattle dealers, 53.

Cattle fodder, 43.

Census of 1909, 1, 20.

Central Dutch Credit Bank, 30.

Central Powers, 91.

Cereals, 7, 39, 108, 111.

Chambers, The —, 86.

Cheese, 39, 41, 80, 111, 112, 123, 124.

Chemical factories, 135 ;
—

industry, 134 ;—
products, 107.

Cigar dealers, 53 ;
—

industry, 101, 103 ;—makers, 48, 53 ;
—manufacturers, 109.

Cigarettes, 101.

Circulation, monetary, 23.

Classes : labouring —,121 ; middle—, 30,

51, 121, 135 ; upper —, 121 ; working—
, 57, 97, 108, 125, 135.

Clergymen, 130.

Clerks, 37, 43, 121, 126, 127.

Clothes, 58, 110 ; shortage of — , 107.

Clothing, 34, 123, 124 ;
—

industry, 57,

59, 134.

Coal, 42, 43 ; shortage of —, 107.

Cocoa, 80, 100, 133.

Cocoa manufacture, 101.

Coco-nuts, 5.

Coffee, 11, 80, 108, 123, 133.

Coin, gold and silver, 21, 23.

Coinage : amount of extra—, 114 ; amount
of silver —, 114.

Colonial commerce, 5 ;
—

products, 5, 11.

Commerce, 3, 4, 6, 21, 45, 75, 76, 91, 92,
102.

Commercial agreement, 43 ;
— discounts,

78 ;
—

operations, 91 ;
— world, 41 ;— relations, 134.

Committee for credit to middle classes,

52, 53.

Communal building inspection board, 107 ;—
securities, 72 ;

— unemployment
funds, 48.

Communes, 40, 49, &c.

Communism, 136.

Confectionery industry, 101.

Confectioners, 53.

Confederate Republic of the United Pro-

vinces, 15.

Conscience money, 119.

Constantinople, 63.

Continental system, 3.

Convictions, increase of, 62.

Corn, 6, 7, 39, 40.

Cost of administration of taxation laws,
62 ;

— of building, 107 ;
— of distribu-

tion, 40, 41, 43 ;
— of instruction, 17 ;— of refugee camps, 60 ;

— of sea

accidents insurance, 55, 56 ;
— of un-

employment insurance, 50, 51.

Credit, passim ; demand for —, 25,

26; — to France, 93.

Crisis, 22, 23, &c. ;
—

deficits, 94, 95 ;—
expenditure, 34, &c.

Curacao, 12.

Currency, demand for— , 21, 23 ; amount
of—, 114 ; legal

—
, 24 ; inflation of—,

114 ; paper —, 33.

Current accounts, 25, 78.

Czarism, downfall of the —, 77.

Danish fund, 60.

Debt, 31 ; floating
—

, 31 ; funded — ,

116 ; national —, 3, 15, 16, 67, 68, 71,

110 ; national — of Dutch India, 11;

debts of the provinces, 15 ; interest of

the national debts, 15, 16, 26, 52.

Decree : royal
— of July 31, 1914, 23 ;

royal
— of Dec. 2, 1916, 50.

Defence, national, 21.

Deficit : amount of deficits, 94, 95 ; annual—
, 94 ; crisis —, 94.

Delfzyl, 106.

Demobilization, 36.

Demobilized men, 95.

Denmark, 8, 55, 58.

Department of Colonies, 63 ;
— of

Finance, 63 ;
— of Foreign Office, 62.

Depositors, 26.

Deposits, 25, 27, 28, 74, 75, 103; —
accounts, 227 ;

— of the Postal Savings
Bank, 9 ; non-interest bearing

—
, 76.

Depreciation, 92.

Depression, 2.

Deserters, 61.

Detailers, 37.

Diamond cutters, 23 ;
—

industry, 101,

106.

Discount rate, 24.

Distribution, 40, 41, 42, 129, 130, 131;— act, 40 ;
— of coal, 20 ;

— of food,

38, 134 ;
— of wealth, 9, 19 ; regulation

of —, 61.

Dockers, 102.

Doctors, 131.

Dredgers, 6.

Duties : beer and vinegar
—

, 18 ; corn
—

, 4 ; differential —, 4 ; exchange
—

,

100 ; excise—, 17, 18, 115, 116 ; export—
, 9, 79, 80, 93 ; legacy

—
, 18, 19, 100 ;



INDEX 147

import—, 17, 18 ; mortgage—, 17, 18,

105 ; registration
—

, 17, 18 ; salt —,

18 ; slaughtering
—

, 18 ; spirits
—

, 18,

81, 82, 100, 116 ; stamp —, 17, 18, 81,

100 ; sugar
—

, 18, 81, 82, 116 ; trans-

fer —, 105 ; wine —, 18, 116.

Earnings, large, 77.

Earthenware industry, 106.

Ede, 57, 59.

Education, 17, 96; improvement of —,

66.

Eggs, 41.

Emissions, 8, 73.

England, 1, 4, 6, 8, 28, 57.

English manufactures, 3.

Erdmann and Hettey, 120.

Europe, 1, 11, 74 ; Central —, 2.

European markets, 6.

Europeans, 11, 12.

Exchange, 28, 29; — Act, 29; — of

Amsterdam, 25, 78 ;
— of London, 23.

Exchequer, 31, 85, 128.

Expenditure: crisis —, 32, &c; military—
, 35, 36 ; State — , 14, 34, 35, 94, 95,

96 ;
— for advancing credit to the

middle classes, 51, 52, 53 ;
— for dis-

tribution, 40, 41, 43 ;
— for relief of

particular persons, 45, 46, 47 ;
— for

unemployment insurance, 48, 49, 50,

51 ;
— for the loan service, 96 ;

— of

labourers, 112, 122, 123, 124; — of

officials, 129.

Export licences, 39, 42, 80.

Factories, 6, 33, 107 ; table of —, 9.

Fancy-goods dealers, 53.

Farmer, 7, 19.

Fats, 111, 112, 113, 123, 133; shortage
of —, 123.

Financial institutions, 25, 26, 30, 73 ;—
policy, 68, 72 ;

— programme, 65.

First Chamber, 96.

Fish, 41, 103, 123.

Fisheries, 2, 50, 103, 106, 135.

Fishermen, 54, 55.

Fishing boats, 2 ;
—

fleet, 133 ;
— vessels,

56, 109.

Fishmongers, 53.

Fleet : fishing
—

, 133 ; mercantile —, 54,
133 ; merchant —, 2.

Florists, 53.

Flower-bulbs, 108.

Flowers, 1, 8.

Fodder, 39, 43.

Food, 39, 40, 41, &c. ; distribution of —,

38 ; shortage of —, 108, 133 ; strength—
, 108.

Foreign bonds, 92, 93; — countries, 39,

46, 92, 102, 106 ;
— demand, 27 ;

—
deserters, 61 ;

— industries, 134 ;
—

1569.50

monopolists, 33 ;
— purveyors, 134 ;—

refugees, 95 ;
— trade, 9.

Foreigners, 44, 102.

France, 6, 8, 13, 55, 56, 93.

Freight motor cars, 133.

Freight rates, 106.

French interests, 62, 63 ;
—

people, 60 ;—
refugees, 60 ;

—
supremacy, 3.

Fruit, 1, 8, 27, 123, 133.

Fuel, 40, 107, 123, 124, 132.

Funds, floating
—

, 73 ; pensioning —,

135 ; unemployment —, 48, 49, 50, 51,

123, 124.

Furniture industry, 104.

Gardeners, 53.

Gasworks, 6.

Qemert, 106.

German government, 57 ;
— interests, 62 ;— model, 30.

Germans, the, 57, 60.

Germany, 2, 6, 8, 13, 42, 43, 61, 114.
Ghent scheme, 48.

Glass, 107.

Glucose, 108.

Goats, 8.

Gold, 21, 22, 27, 114 ; exportation of —,

23 ; manufacture of —, 101 ; stock
of —, 77; tax on —, 51, 108; —
industry, 104.

Gouda, 57, 59.

Government, 21, 22, 23, &c. ;
— bonds,

72 ;
— Central Bureau for Statistics, 8 ;— Committee for credit to middle

classes, 52 ;
— securities, 72, 74, 75,

76, 77, 79.

Government Committees for export, im-

port, and distribution, 43.

Greece, 55.

Greek interests, 63.

Greengrocers, 53.

Groats, 123.

Groceries, 111, 123.

Grocerymen, 53.

Groningen, 6, 110.

Ground nuts, 12.

Guarantees on credits, 52.

Guaranty Syndicate, 26.

Gyn, Mr. A. van, 65, 74, 75, 78, 87.

Hague, the, 48, 110.

Hairdressers, 53.

Hall, Mr. van, 16, 72.

Hamburg, 5.

Harbour business, 101, 106 ;
— reserve,

46 ;
—

traffic, 49, 103 ; unemployed— hands, 46, 109.

Harlingen, 106.

Havre, le, 62.

Heating, 59, 124, 133.

Herring, 2 ;
—

ships, 56.
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Hilver8um, 106.

Holland, 72, 108, 114, 130, 133.

Honey, 108.

Hongkong, 5, 62.

Hontenisse, 57.

Horses, 7, 8, 83 ; shortage of —, 125
Hostile country, 42.

Hunting, 1.

Importations, 42, 91, 92, 102, 106, 107,
113 ;

— of corn, 39 ;
— of raw mate-

rials, 47.

Importers, 39, 41.

Imports, 11, 12.

Income: national —, passim ;
— of a

mobilized man, 37 ;
— of officials, 127 ;— of working-class families, 37 ; total

taxable —, 117, 118.

Index figures of prices, 111, 125 ; of

unemployment, 51, 103, 109.

India : revenues from —, 16 ; British —,

12 ; Dutch —, 11.

Indies, the, 4.

Inflation, 114, 115.

Institutions : financial —, 25, 26, 30 ;

social and philanthropic
—

, 47.

Instruction, 13, 17, 60 ;
— cost, 17.

Insurance against sea accidents, 54 ;
— of

labour, 17, 33 ; accident —, health — ,

invalidity
—

, old age
—

, 17 ; cost of

social —, 55, 96 ; Mutual — Company,
54 ; unemployment —, 33, 41, 49.

Insured labourers, table of, 48, 55.

Iron manufacturers, 113.

Interned men, 29.

Iron manufactures,
Italian interests, 30, 63.

Italy, 13, 55.

Japan, 6, 55.

Judges, 121.

Labour, 44, 45, 47, 58, 135 ; insurance

of —, 17, 33 ;
—

difficulties, 33 ;
—

inspection service, 112, 124 ;
— re-

forms, 13.

Labourers, 12, 27, 48, 49, 121, 124, 126, 127.

Landed estates, 10 ;
—

property, 85, 120 ;

trade in — , 104.

Landed property ownership, 19.

Landlord, 46.

Landweer, 36.

Lawyers, 130, 131.

League of financiers, 26.

Leather industry, 103.

Legacies, levy on, 82.

Liberian interests, 63.

Licences, 39, 54, 93 ; system of —, 80.

Lighting, 59, 122, 124, 133.

Limited Companies, 8, 65, 83, 87, 89, 105.

Linen drapers, 53.

Linseed oil, 80.
)

Liverpool, 5.

Live stock, 6, 7, 8.

Loan Act of Dec. 23, 1914, 69 ;
— Act of

March 17, 1916, 69 ;
— Act of Dec. 16,

1916, 70 ;
— Act of Dec. 15, 1917, 70 ;— Act of Dec. 19, 1918, 71 ;

— fund,
64, 81, 82, 83 ;

— of Mr. van Hall, 16 ;

compulsory
—

, 71, 72, 73 j voluntary—
, 69, 70, 72 ; interest and redemption

of loans, 69, 70, 71, 74, 79, 81.

Local relief committees, 30, 45, 46, 49, 57.

London, 5, 23.

Lupine seed, 108.

Luxemburg, 1.

Luxury industries, 103, 104, 105.

Maastricht, 106.

Machine industry, 6 ;
— manufactures, 5.

Maize, 12, 38.

Managers of middle concerns, 121.
Manufacture of potato flour, 3.

Manufacturers, 77, 92, 130.

Manure, 39.

Margarine, 54, 55, 111, 124.

Marine War Risk Act, 54, 55.

Maritime war, aggravation of the, 106.

Masons, 130.

Meal, 40 ; substitute for —, 108.

Meat, 107, 111, 123, 132.

Medical service, 59.

Mediterranean Sea, 4.

Mercantile concerns, 135 ;
—

fleet, 109,
135.

Merchant fleet, 2 ; merchantman, 54.

Merchants, 25, 27, 54, 77, 91, 102, 113, 130.

Messengers, 37.

Metal industry, 134 ; reserve, 22, 23.

Middelburg, 62.

Milk, 41, 108, 111, 123, 124.

Milkpowder, 108.

Millers, 40.

Millioenennota, 34.

Minister of Agriculture, 29, 40, 41, 54,
127 ;

— of Finance, 13, 42, &c. ;
— of

Foreign Affairs, 62 ;
— of Justice, 28.

Mobilization, 21, 36, 37, 95.

Mobilized man, 72 ;
—

youth, 34.

Monetary depression, 120 ;
— market, 74,

75, 77 ;
—

system, 22.

Money, 21, 24, &c. ; paper —, 24, 63.

Montenegrin interests, 63.

Moratorium, 23, 28, 29.

Motor cars, 83.

Municipal governments, 51 ;
—

officers,

40.

Municipalities, 40.

Napoleon, 1, 15.

Napoleonic era, 2 ;

Avars, 115.
period, 15;



INDEX 149

Naval communications, 4.

Navigation inspection board, 54.

Netherland Export Company, 42, 91, 92,
93.

Netherland Oversea Trust Company, 41,

42.

Neutral countries, 39.

New York, 5.

Nieuwe Waterweg, 4, 101.

North Holland, 4.

North Sea, 4, 56, 101 ;
— Canal, 4.

Northern France, 133.

Norway, 55.

Norwegian Scheme, 48.

Nouveaux riches, 86, 134.

Nunspeet, 57, 59.

Nursery concerns, 46, 102.

Nurserymen, 53.

Painters, 53, 130.

Panama Canal, 12.

Paper currency, 33 ;
— money, 24.

Parliament, 40, 85.

Pauvres honteux, 57, 59.

Pease, 111.

Peking, 62, 63.

Pensioners, 130.

Pernambuco, 62.

Petroleum, 107.

Philanthropic institutions, 47.

Philippine, 106.

Photographers, 53.

Pilotage, 102.

Plasterers, 130.

Plumbers, 130.

Population, 17, 20, &c. ; density of the—,

1 ; growth of the —, 13 ; prosperity of

the —, 19.

Porcelain manufacture, 10.

Pork, 80, 112.

Portuguese interests, 63.

Postal Savings Bank, 9, 26, 27, 28, 104.

Potato dealers, 53.

Potatoes, 80, 123, 125.

Pottery, 107 ; manufacture of —, 101.

Power-plants, table of, 9.

Pretoria, 62.

Prices : decrease of—, 6, 113, 125 ; dimin-
ished —, 30; distribution —, 44
increase of —, 33, 39, 41, 111, 113, 119

125; maximum —, 30, 39, 40, 41
reduced —, 40, 112; — of cattle, 6— of coal, 43 ;

— of dairy products, 1 10— of farms, 110 ;
— of rice, 110.

Profits, war, 76, 80, 86, &c.

Properties, 87, 108.

Protectionism, 2, 3, 6.

Protectionist character, 19 ;
—

system, 4 ;—
tariff, 80.

Protective measures, 25.

Queen Wilhelmina, 30, 47.

Railway traffic, 107 ; stoppage of —, 27.

Railways, receipt from the—, 10 ; demoli-
tion of — , 133.

Rates : rise of the discount—, 24 ; execu-
tion —, 29 ;

— of exchange, 28.

Ration, minimum, of bread, fuel, pulse,
125.

Rationing, 107, 108 ;
—

regulations, 132.

Raw materials, 11, 40, 77, 135; scarcity
of —, 109.

Refugee camps, 57 ;
—

villages, 61.

Relief of soldiers' families, 36 ;
— of

particular persons or institutions, 45.

Rent, 46, 59, 82, 123, 124 ;
— tickets, 46.

Reserve of the Bank of the Netherlands,
amount of the —, 104, 105.

Revenue : decrease of —, 32 ; increase
of —, 14, 19, 32, 81 ;

— of taxes, 79 ;— of the loan fund, 83 ;
— of the

defence taxes, 86 ;
— of the Netherland

Export Company, 91 ;
— of the war

profit tax, 91 ; extra — from taxation,
100.

Rhine, 4.

Rice, 80, 107, 112.

Rio de Janeiro, 62.

Rockefeller Foundation, 58.

Roermond, 62.

Rotterdam, 4, 46, 101, 102, 106, 107, 109.

Royal Relief Committee, 30, 45, 46, 47,

95, 105.

Rumania, 63.

Rumanian interests, 63.

Russia, 77.

Russian collapse, 130 ;
— government

debt, 77 ;
—

interests, 63 ;
—

prisoners,
61.

Rye, 7, 38 ;
— bread, 40 ;

— meal, 38.

Saccharine, 108.

Saigon, 62.

Sailors, 54.

Salaries of officials, 128, 129, 131, 135.

Salt, 18.

Scheveningen, 2, 61.

Schiedam, 61.

Sea accidents, 54.

Seaports, 2.

Second Chamber, 64, 65, 76, 79, 80, 83,

85,90.
Serbian interests, 63.

Sheep, 8.

Sheltering camps, 57.

Shipbuilding manufacture, 5 ;
—

nations,
6.

Ship-owners, 103, 106, 108.

Shippers, 53.

Shipping business, 77 ;
— concerns, 135 ;— emissions, 106.
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Shoe manufacturers, 109.

Shoes, 41, 58, 59, 123, 124 ; price of —,

109 ; shortage of —, 107.

Shopkeepers, 37 ; small —, 121, 130.

Silver, 21, 22, 23, 114; — bonds, 24;— coins, 23 ;
—

industry, 104 ; manu-
facture of —, 101 ; tax on —, 51, 108.

Situation of the Netherlands, 1.

Slaughtering, 18.

Smiths, 53.

Smugglers, 62, 108.

Smuggling, 62.

Social capital, 48 ;
—

evil, 62 ;
—

feeling,
47 ;

—
inequality, 17 ;

— institutions,

47 ;
—

legislation, 136 ;
—

life, 21, 48 ;— measures, 66 ;
—

position, 34 ;
—

service, 97 ;
—

system, 136 ;
— work,

97.

Sofia, 62.

Southern Netherlands, 3.

Spain, 55.

Specie, 21, 22.

Speculation, 87 ;
—

rage, 120.

Spirits, 18, 123.

State Bureau for the Examination of

Commodities, 108.

States-General, 97.

Stock Exchange, 29.

Stock of goods, 102 ;
— of gold, 23, 77 ;— of silver, 23 ;
— of raw materials,

106 ;
— substitutes, 88.

Strawboard, 5, 7.

Suez Canal, 4, 11,

Sugar, 12, 18, 108, 123.

Sugar beet, 7 ;
— dealers, 53 ;

—
duty,

82 ;
— manufacturers, 6.

Surinam, 12, 63.

Sweden, 55.

Switzerland, 13.

Tailors, 53.

Tangier, 62.

Tapestry industry, 101.

Tapioca meal, 108.

Tariff, 3, 9, 19, 80.

Tax : capital
—

, 18, 19, 81, 84, 97, 99 ;

defence —, 84, 85, 86, 99 ; income — ,

18, 19, 81, 84, 97, 99 ; land —, 18, 81 ;

personal
—

, 18, 81, 84 ; war profits
—

,

86, 87, 88, 89, 90, 91 ;
— on dividend

and bonuses, 83 ;
— on gold and silver,

108 ;
— on luxury articles, cocoa,

tobacco, tickets, 100.

Taxable capital, 10, 117 ;
— income, 10,

117.

Taxable value, amount of the, 10.

Taxation, amount of the, 18, 19, 97, 98,
99.

Taxes: direct —, 19, 65, 81, 82, 100;
indirect —, 18, 65, 79, 81, 100.

Tea, 80, 123, 133.

Teachers, 121, 127, 131.

Telegraph, 9.

Telephone, 9.

Tenant, 46.

Terneuzen, 106.

Ticket-system, 40.

Tin, 107.

Tobacco, 10, 100, 123 ;
—

industry, 101,
103.

Trade : export
—

, 27 ; free —, 3, 6, 79,
80 ; foreign

—
, 9 ; import

—
, 75 ;

transit —, 2.

Trade agents, 53.

Traffic : stoppage of —, 21 ; stoppage of

railway
—

, 27.

Treasury bills, 31.

Tree growers, 53.

Tree-growing concerns. 102.

Treub, Mr. M. W. F., 17, 29, 45, 49, 72,

74, 79, 87, 96.

Typographic industry, 101.

Uden, 57, 59.

Underfeeding, 44, 107.

Undernourishment, 110.

Unemployed, 101, 102, 103, 126.

Unemployment, 51, 95, 107, 109, 121, 126 ;— allowances, 95.

United States, 2, 55.

Upholsterers, 53.

Veenhuizen, 57.

Vegetables, 1, 8, 27, 41, 123.

Victims, 54, 55.

Vienna, 3.

Vinegar, 18.

de Vries, Mr., 96, 97.

Wages, 25, 38, 46, 121, 122, 126 ; average—
, 125 ; increase of —, 114, 121, 124,

125, 135.

Wales, 13.

War : cost of —, 31, &c. ; influence of the— on the general welfare, 101, &c.

Washing materials, 124.

Wealth : national—, 2, 62, 120 ; loss of -

37, 133 ; shifting of —, 33, 34.

Wealthy, the, 82, 132.

Western America, 11.

Wheat, 38, 40, 41 ; price of —, 110.

William of Orange, 3, 16.

Wine, 18.

Wooden houses, 58.

Working people, 112, 113, 122.

Zaandam, 106.

Zeist, 60.

Zuyder Zee, 96.
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Economic and Social Effects of the War upon the Netherlands. A series
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Agriculture during the War, by M. Michel Auge-Laribe.
The History of French Industry during the War, by M. Arthur

Fontaine.

Effects of the War upon Textile Industries, by Professor Albert Aftalion.
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and Effects of the War upon Chemical Industries, by M. Eugene
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Forestry and the Timber Industry during the War, by General Georges-
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Unemployment during the War, by M. A. Crehange.

Syndicalism during the War, by M. Roger Picard.
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The Organization of Labour in the Invaded Territories, by M. Pierre
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Damage Inflicted by the War, by M. Edmond Michel.
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The Refugees and the Interned Civilians, by Professor Pierre Caron.

Prisoners of War, by M. Georges Cahen-Salvador.
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French Railroads during the War, by M. Marcel Peschaud.
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Effects of the War upon French Shipping :

Merchant Shipping during the War, by M. Henri Cangardel.
French Ports during the War, by M. Georges Hersent.

Effects of the War upon French Commerce, by Professor Charles Rist.

The Blockade, by MM. Denys-Cochin and Jean Gout.



(8 )

French Commercial Policy during War, by M. Etienne Clementel.

Effects of the War upon French Finances :

War-Time Finances, by M. Henri Truchy.
War-Time Banking, by M. Albert Aupetit.

Studies in Social History :

Co-operative Societies and the Struggle against .High Prices, by
Professor Charles Gide.

Effects of the War upon the Problem of Housing, by M. Henri Sellier.

Effects of the War upon Public Health :

Public Health and Hygiene, by Dr. Leon Bernard.

The Wounded Soldiers, by MM. Cassin and Ville-Chabrolle.

Economic History of French Cities during the War (2 volumes) :

Lyons, by M. Edouard Herriot.

Rouen, by M. J. Levainville.

Bordeaux, by M. Paul Courteault.

Bourges, by M. C. J. Gignoux.
Paris, by M. Henri Sellier.

Tours, by Professor M. L'heritier.

Effects of the War upon Colonies and Possessions :

The Colonies in War-Time, by M. Arthur Girault.

Effects of the War upon Northern Africa, by M. Augustin Bernard.

Effects of the War upon Alsace-Lorraine, by M. Georges Delahache.

The Cost of the War to France :

War Costs : Direct Expenses, by Professor Gaston Jeze.

The Costs of the War to France, by Professor Charles Gide.

German Series

The plan for the completed German Series is given below indicating those

volumes that have been already arranged.)

Bibliography of German Literature for the Economic History of the War,

by Professor A. Mendelssohn Bartholdy and Dr. E. Rosenbaum.
Effect of the War upon Government and Constitution of Germany

(Imperial and State), by Professor A. Mendelssohn Bartholdy ;
with

supplementarychapters on TheAqministrationof Occupied Territories,

by Ex-Minister Dr. von Kohler, Dr. von Kries, and Freiherr von Gayl.
Social (Mental and Moral) Effects of the War. A series of special studies :

Morals, by Professor Otto Baumgarten and Ex-minister Dr. David
;

Religion, by Professor Dr. Erich Foerster and Professor Dr. Arnold

Rademacher; Education, by Dr. Wilhelm Flitner; Law, by
Professor Dr. Moritz Leipmann.

Effect of the War upon Population, by Professor Dr. Meerwarth.

General Economic Effects upon Production, by Professor Dr. Max Sering.

The Problem of Food Supply, by Professor Dr. A. Skalweit.
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Mobilization and Demobilization of Industries for War Purposes, by State-

Secretary Professor Goppert.
Raw Materials. 'The Hindenburg Program', by State-Secretary Dr.

Koeth.

The Economic Exploitation of Occupied Territories: in Belgium and
Northern France, Professor Dr. Jahn

;
in Rumania and the Ukraine,

Professor Dr. Mann
;
in Poland and the Baltic countries, by Freiherr

von Gayl and Dr. von Kries.

Economic Co-operation with the Allies of Germany, by Geheimrat Frisch.

Industrial Conditions at the Close of the War ; New Industrial Organiza
tions, by Geheimrat Dr. Hermann Biicher.

German Trade Unions and the War, by Ex-Chancellor Bauer, A. Erkelenz,
M. d. R., Ex-Premier Stegerwald and Herr P. Umbreit.

Labour in the Munition Industries
;
Women in Industry.

The New Legal Position of Labour, by Professor Dr. Sinzheimer.

Effect of the War upon Agriculture :

Agricultural Production, by Staatsminister Dr. Warmbold.

Agrarian History, Landholding, &c, by Professor Max Sering.
Effect of the War upon Shipping, by Dr. E. Rosenbaum.
Effect of the War upon German Commerce ; Internal and External, by

Professor Kurt Wiedenfeld.

Effect of the War upon German Finances :

State Finances, Loans and Taxation, by Professor Walter Lotz.

Money and Banking, by Professor H. Schumacher.

Italian Series

Bibliographical Survey of the Economic and Social Problems of the War,
by Professor Vincenzo Porri, with an introduction on the collection and
use of the documents of the War, by Comm. Eugenio Casanova.

The Economic Legislation of the War, by Professor Alberto De' Stefani.

Agricultural Production in Italy 1914-19, by Professor Umberto Ricci.

The Agricultural Classes in Italy during the War, by Professor Arrigo

Serpieri.

Food Supply and Rationing, by Professor Riccardo Bachi ; and Food

Supply of the Italian Army, by Professor Gaetano Zingali.

War-Time Finances, by Professor Luigi Einaudi.

Cost of the War to Italy, by Professor Luigi Einaudi.

Currency Inflation in Italy and its Effects on Prices, Incomes, and Foreign

Exchanges, by Professor Pasquale Jannaccone.

Vital Statistics and Public Health in Italy during and after the War, by
Professor Giorgio Mortara.

The Italian People during and after the War : A Social Survey, by
Professor Gioacchino Volpe.

Social and Economic Life in Piedmont as affected by the War, by
Professor Giuseppe Prato.



( 10)

Portuguese Series

Economic and Social History of Portugal as affected by the War, by
Professor George Young.

Rumanian Series

The Rural Revolution in Rumania and South-eastern Europe, by
D. Mitrany.

The Effect of the Enemy Occupation of Rumania, by Dr. G. Antipa.
The Effect of the War upon Public Health in Rumania, by Professor

J. Cantacuezino.

First Russian Series

(To the Bolshevik Revolution)

Effects of the War upon Government and National Finances in Russia :

Effects of the War upon the Central Government, by Professor Paul P.

Gronsky.
State Finances during the War, by Mr. Alexander M. Michelson.

Russian State Credit during the War, by Mr. Paul N. Apostol.
Effects of the War upon Currency and Banking in Russia :

Currency in Russia during the War, by Professor Michael V. Bernadsky.
Private Banks in Russia during the War, by Mr. E. M. Epstein.
German Capital in Russia and the War, by Mr. Basil B. Eliashevitch.

Municipalities and Zemstvos during the War :

Effect of the War upon Russian Municipalities, and the All-Russian

Union of Towns, by Mr. N. I. Astroff.

The Zemstvos, by Prince Vladimir A. Obolensky ; The All-Russian

Union of the Zemstvos and the Zemgor, by Mr. Sergius P. Turin.

The War and the Psychology of the Zemstvos Workers, by Mr. Isaak V.

Shklovsky.
Effects of the War upon the Co-operative Movement in Russia :

Effect of the War upon Agricultural Co-operation and Co-operative

Credit, by Professor A. N. Anziferoff.

Co-operatives and Consumers in Russia during the War, by Professor

V. T. Totomianz.

The Russian Army in the World War : a study in social history, by
General Nicholas N. Golovine.

Rural Economy in Russia and the War, by Professor A. N. Anziferoff,

Professor Alexander Bilimovitch, and Mr. M. O. Batcheff.

Effect of the War upon Land Holding and Settlement in Russia, by
Professor Alexander D. Bilimovitch and Professor V. A. Kossinsky.

Problem of Food Supply in Russia during the War, by Professor Peter B.

Struve.

State Control of Industry in Russia during the War, by Mr. Simon O.

Zagorsky.
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Effects of the War upon Russian Industries :

Coal Mining, by Mr. Boris N. Sokoloff.

Petroleum, by Mr. Alexander M. Michelson.

Metal Manufacturing Industries, by General Hermonius.

Chemical Industry, by Mr. Mark A. Landau.

Effects of the War upon Labour and Industrial Conditions :

Flax and Wool Industry, by Mr. Sergius N. Tretiakoff.

Textile (Cotton) Industry, by Mr. Theodorovitch G. Karpoff.

Wages in War-Time, by Miss Anna G. Eisenstadt.

Workmen's Family Budgets, by Mr. Stanislas S. Kohn.

Changes in the Conditions and Composition of the Working Classes, by
Mr. W. T. Braithwaite.

Effects of the War upon Trade and Commerce :

Internal Russian Trade during the War, by Mr. Paul A. Bouryshkine.
Russia in the Economic War, by Professor Boris E. Nolde.

Effects of the War upon Transportation in Russia, by Mr. Michael B.

Braikevitch ; and the Social History of the Ukraine during the War,
by Mr. Nicholas M. Mogilamsky.

Effects of the War upon Education and Public Health in Russia, by
Professor L. A. Taracievitch.

Elementary and Secondary Schools during the War, by Professor D. M.
Odinez.

Universities and Academic Institutions during the War, by Professor

P. J. Novgorodzoff.
Vital Statistics of Russia during the War, by Professor A. A. Tschuproff.
Russia in the World War ; a historical synthesis, by Sir Paul Vinogradoff.

Scandinavian Series

Economic Effects of the War upon Sweden, by Professor Eli Heckscher.

Economic Effects of the War upon Norway, by Professor W. Keilhau.

Economic Effects of the War upon Denmark, by Dr. Einar Cohn, with

a section on Iceland by Mr. Thorstein Thorsteinsson.

Yugo-Slav Series

Economic Situation of Serbia at the Outbreak and during the First Year
of the War, by Professor Velimir Bajkitch.

Economic and Social Effects of the War upon Yugo-Slavia (volume to be

arranged).
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