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principal Europcan coel produccrs totalled about 90 million metric tons

(8¢.5 million long tons) per year., Of this amcunt the United Kingdom
supplied over 40 million metric tons, Germeny over 30 million, Filand

about, 10 million, and Holland and Belgium together € miliion tons., Total
Burope, including the United Kingdom, was o nct cxoorter of eo sal, shDWIyinF
substanticl tonnbb(s to Africa, the British Lominions, and even 3Scuth Amcrice.

The vresent situation is very diffcrent. The Tondon ucon0ﬂlst—/
recertly estimated that Buropcan coal production had fallen from o nre-war
level of 435 million tons to a current level of 290 million, British pro-
duction is 40-45 willion tons below pre-war, & situation traceable t~ ro-
cuccd employnent in the mincs, excessive abscntecism, and a decline of over
10 per cent in output per man per shift. Procuetion in western Germeny is
cown 65-70 million tons--to less thon half the pre-war figure. Coal mines
now tnder Polish control are producing about 45 million tons compored with
pre-wor production of 70 million.

Polish cxports, however, ere somewhat above the pre-wor lovel
since Poland now holds Silesian nining »roperties of some 30 million tons
annucl copacity which were formerly owned by Germeny. Exports are now
running 2t an ennual rate in the neighborhood of 20 million tons, of which
about 10 million tons are consigned to Russia, the Russicn zone of Germony,
Rumanio, Yugoslaviz, and Hungory; the ranainder is shinped to other European
countrics, with Sweden receciving o substontiol shore. Exports from western |
Germony zmounted to cbout 1 million tens monthly during the first threc
quertcrs of 1946, but are now becing shorply curtailed as o result of ncor
cxhaustion of the stockpile of 6 nlllion tons held in the Ruhr ot thc be-
gin;ing of the ycar. The Noctherlonds and Belgium ore receiving substontial
net imports ot the prescnt time. British coal cxports to all destinations
(cxclusive of bunker coal) during the first nine months of 1946 were ot on
annuel rate of no morc than 5 million tons, of which only 45 per cent wes
scent to Continentcal Europe.

Substential improvement in the Zuropcan ccal situation will not
occur until production of coal in the 3ritish-controlled ficlds of the
Germen Ruhr is greatly increased. A minor improvement of production in
this arce may rcsult from incroascd imports of foodstuffs and machinery
naede possile by the agrcement of December 2 between the United Xingdom end
the United Stetcs rcgarding cconomic fusion of their respective occujx.tion
zones in Germany. Some 100,000 Germen prisoncrs of war are reported to be
working in the coal mines of Fronece, 3clgium, and the Netherlands. A speeding
up in the repotriction of these and thousends of other German workers (as
required by the Geneva Convention) has recently been urged by Sceretary of
State Byrnes and a gracual influx of cxpericnced nminers to the Ruhr may
perhops be anticipated over the next yeer. Incrcased consumption of conl
within Germany, however, appecars to be in prospect in view of incrcasing
acccgtance of the contention that Zuropcan reeonstruction demands somcwheot
higher production in German basic industry than was originclly contcmplated.
Accordlnaly it is probablc thot for many months the industrial arcas of

-Burope will continue to rcly heavily upon imports of conl from thc United
States,

1/ Cf. Economist, August 31, 1946, p. 349.
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~Russian Platinum Exports Alexander Gerschenkron

According to a recent report Russian platinum has again appeared
on the market, and several thousands of ounces are said to have been sold
within the past few weeks. There is some question as to why the Russians
failed to take advantage of the extremely favorable price situation which
existed last summer and began to export only when prices had already begun
to fall. The explanation given 'in tracde circles here, that Russian pro-
duction was interrupted by the war and is now being slowly restored, checks
well with such evidence zs has been forthcoming from Russia.

In addition, however, the opinion has been expressed that Russian
platiazum may become in the long run a disrupting factor in the platinum
markets. It would seem that there is little ground for such an expectation,
To cxplain this statement, it may be useful to review the vicissitudes of
international platinum markctings since the turn of the century. The pre-
1914 market was cominated by Russia and Colombia, which together produced
about 90 per cent of the totel output. For more than a decade after 1903,
an intcrnational syndicate succceded in maintaining the price of platinum
at a nigh level until it cisintegrated under the impact of World War I.
Production in Russia ccascd complctely during the rcevolution while at
approximatcly the same time South Africa and Caonade became significant
producers. By 1924/25 international control of the market through ello-
cation of salecs cuotas was agein in effect. Soviet Russia seems to heve
cstablished relotions with the syndicate &t an carly datec, although the
precisc nature of these rclations was uncertain., One authorityl?statcs
that Russien sales were probably limited by the certcl, while another
declarcs that Russia hecame a formel member and remcined in the syndicate
2t lcast up to 1927.2

During those ycars Russian procduction was repidly rccovering and
Russia, still producing a lorge sharc of total world output, was dissatisfied
with thce limitations imposed on it by the syndicate. Accordingly in 1927
Russiz scvercd whatever conncction she may have had with the cortel. The
result wes disruption of the cartel and ¢ fall in prices to about one-fifth
of their previous level, In view of this development it is very unlikely
that Russia profited from her action. At any rate, according to a widely
guotcd German source, the cartel was re-cstablished in October 1931 in the
form of thc Consolidated Platinum Compony, Ltd., London. It included
Canadian and South African produccrs and Znglish and Germon distributing
compenics. 4 fow weel:s later the Colombien producers cnd Russiz joincd the
cartel. fuotas assigncd by the cartcl werc as follows: Russia, 50 per coent;
Canadz, 26 per cent; Colombia, © per cont; South Africa, 15 per cent.z/ The
quota for Russia probably corrcspondced roughly to the Russian share in world
procuction of thc mctal. Whatever lossces Russia may have suffcrced through
the carlier disruption of the cartel; her lecading position scems to have
been rceognized in the new group, Howewer, & radical change in the situ-
ation was close ot hand.

1/ &llende, Ieourcnce, Essai d'ctude monogrephique et stotistique sur les
N . A Y
ententes economigues internationcles, Paris, 1936, p. 206.
2/ Stalcey, Zugene, Raw Materials in Peacc and Wer, New York, 1937.-
3/ Wirtschoeftsdicnst (Femburg), Decembder 4, 1931, p. 197.
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about 1934 a turning point occurred in the vlatinum market es
a result of which the commanding position in the industry passed to the
Canadiens. In that year the International Nickel Comdeny began to exploit
the cooner-nickel Frood mine in Ontario where platinum wes obtained as a
by-product. The cost of production wes limited to the expense of refining,
which in the late 'thirtics amounted to ahout 1-1/2 dollars per troy ounce,
while the amcunt of plotinum obtained became & fuhetion of the copper output,

The volume of Csnadian output of plotinum increased from 27,000
troy ounces in 1933 to 139,000 in 1937 and 155,000 ounces in 1939, while

‘Russia's procuction in the latter yoor (possibly including rclated metals)

was c¢stimated at 145,000 ounccs.l/ Their low-cost procuction made the
Canadicns impervious to threats of competition end they were able to domi-
nete and rogulate the merkct with little regerd to foreign producers. In
fect, maintenence of high prices wes contrery to the intcrests of Conadicn
produzers whosc problem was to broaden the demend for plctinum. A con-
sideroble amount of rescerch wes wndertaken which succceded in incrucsing
industricl utilizution of platinum. Yct to make incdustricl usc possible
the pricc could not exceed 30-35 dollers per troy ounce, or about onc-
quartcr oi the level in the mid-'twentics. Then, in the coursc of the
verious finencial penics of the !'thirtics, ¢ tondency developed for platinum
to bc uscd by spceulotors for hoarding, the Intcmotional Nickcl Compeany
interfcred in order to prevent pricc incrcoscs which would have roduced thc
incustricl demond for the mctel.

The result wos Canadicn price loadership in the platinum merket.

The Russians were able to sell certain cmounts of plotinum ot the arice
fixed by Intcrnational Nickel. Fowever, any cttempt to underscll the
ancdlons would hove been futile as long as the Conadien cost of production
amounicd to less than six per cent of the market price. It is therefore
quitc credible, os rcported by German sources, that the Russicns loft the
cartcl. somctime in 1936, The abnormael pricc develooments of rccent months
may indced be influenced by the reeoppcerance of Russisn platinum. In the
long run, however, the basic fact remains that Russic will not bc able to
increasc substantially thce volume of its sales of nlotinum on world markets
through cny type of pricc menipulotion., It is morc profitablc for the
Russicns to follow the Concdicns then to fight thom. For this rcason, it
is unlikcly thot Russic will prove to be o disrupting forcc on thc plotinum
market,

1/ Deutsche 3ergwerks—zcitung (Esscn), Merch 24, 1044.

The Structurc of Russicn Industry: in Addendum Alcxender Gerschenkron

In the "Notc on the Structurc of Industry in RussiaM (cf. the pre-
ceding issue of this Review) the tentative conclusion was rcoched thet the
rclationship hetween output of producers' goods cnd that of consumers' goods
which is contemplated for the lost yecar of the current Five Year Plan (1950)
1s very closc to thet originelly orojected for the last ycar of the Third
Five Yeor Plan (1942), This conclusion wes suggcsted by scrutiny of the
proposicd output for 2o numbCr ‘of kcy commocditics in thesc two groups of
Russicn industry. It may ¢ worthwhilc, on the basis of this conclusion
and accitionel date, to estimate the rclationship cxisting between these
two groups at thc ond of the wer. This in turn will prcsent on

’
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oppor-unity for excmining more closcly somc official pronouncemcnts on the
subject, and for corrccting o statement made in the carlier "Note.®

tical structures for Russian incustry in 1942 and

Assuming idoen
table mey be drown ups

1950, the following

1042 Y per cent 1950 Per cont
(In billions of (In billions of ‘
1926/27 Rubles) 1926/27 Rubles)
Producers' zoods 112 62.2 127.5 62.2
Consuricrs' goods _68 37.8 7.5 2/ _37.8
Total 1€0 100.0 205.0 = 100.0

1/ V. ifolntov, "The Third Five Year Plen for the Netional Econcnilc Develonp—
ment of the USSR.% Rcport made to the 1Eth Congress of the C.2.S.U. (B),
March 14 and 17, 1939, in: The Land of Socizlism To-day and Toms wrowv,
HMoscow, 1939,

2/ Pravde, liarch 21, 1946,

In intreducing the Plan in his spcech to the Supreme Soviet, the
Prcsident of the CGosplon, N, A. Voznesenski, scids #®In the sphere of in-
austriel output of foodstuffs and products of mass consumption the Plan
cnviscges oan annual rate of growth of output of 17 per cent so as not only
to restors but te oxcged the pre-wer level,® It may be cssumcd that Voz-
nesenskl haed a simple rather then o compound rate of growth in mind, @s the
former 1s generally rcefcerred to in Russia., From the forcgoing stateoment some
light may be shed on the situation in 1945. An cvercge annuel increesc by
17 pcr cent lcading, as assumed, to an output of consumers' goods of R 77.5
billion in 1950 implics that the output of these goods 1n 1945 amounticd to
R 41.9 billion. m}n the same speech M. Tozncscnski disclosed, clthough some-
what indirectly,l that the total velue of industricl output in 1945 wes
approximately R 127 billion. These figures indicote the following compo-
sition for Russian industry in 1245:

In billions of

1020/27 fubles ~— Ler.cent
Producers' goods £5.1 67.0
Consumcrs' goods _41.9. 33.0
Toted 127.0 100.90

From this tebulotion it appears that between 1945 and 1950 the
outpu®, of consuncrs' goods is to increase by R 35.6 billion; that of pre-
ducers' goods by R 42.4 billion. This implics on average annuzl rote of
growth for 1 roduccrc' goods (on a non-compound basis) of about 10 per cont
a year, &5 2zainst o 17 per cent rate for the growth of output of consuners
goods. 1hc share of the latter in total output would increasec from 33 ner
cent in 1945 to zlmost 38 per cent in 1950.

1/ Cf. Review of Forcisn Levelopments, Octobor 7, 1946, Supplement, p. 47,
footnote. '




- 19 - CONTTDIN TTAL

This conclusion is clezarly inconsistent with enother statcment
of Voznescnski, cuoted in the last issuc nf the Review, according to which
the rete of growth of outout of broducers' geods 1s to be somewhat higher
than that for consumers' goods. Vozncscnski's siotcment thot output »f
consumers'! goods will incrcesc by 17 per cont annually connot be rceonciled
with forceasts of ¢ still higher rate of .rowth for produccrs' goods. This
nay be demonstrated by the in]law1ng two rether extreme cxamples, Let us
firss assumc (though this would be guitc inconsistcnt with the date on
pProjected ocutput of individucl p: ~ocucets) that the totol value of consumcrs!
grods output in 1950 is projected to cmount tn only R 55 billion; this
wvulo moke it just ¢ little highor thon the corrcsponding figore for 1940
(R 53.6 ol¢llon), which L. Voznescnski declorcd would be excceded. On the
besis of o 17 per cent annuel increasc in production of consumption goods,
the structurc of industry indiccted for 1945 would be as follows:

i

In billions of

1926/27 Rublcs Pcr cent

Praoducers! gonds 7.3 76.6
Consumcrs' goods _28.7 23.4
Totel 127.0 100.0

While it is not cntircly out of the cucstion thot consumotisn levels were
rcduced to this cxtont, the forogoing Tigurcs imply on average rate of in-
crease of output of produccrs' goods of no more then 11 per cent. On the
nther hand, if we cssume (whlch is olso quite imnlousible) that in 1945 the
shore of consumers' goods in totel industrial output was the samc as in 1937,
thet is 42 per cont, the 1945 output of consumcrs! goods wnuld havc cmounted
to ebout R 53 billion, cnd the indicated 1950 outnput would be R 99 billion;
this would mcan thoet the output of pricucers! goods for 1945 was R 74 billion,
¢nd that for 1950 wouid be R 106 billion, This implics on average annusl
growth-of output of produccrs' goods of lcss than 9 pcr cent.

It is difficult to cscope the conclusion that Vozncsenski in his
statcuent on o somewhot highor rote of growth of produccrs' gnods ectuclly
referred to adsolute growth It ¢oes make sensc to assumc thot the absolute
inercasc in output of produccrs ~ooao between 1945 and 1950 will be some-
what in cxcess of thot of conswacrs goods, s was indieatcd by the calcu-
lotion on »noge 18 where o alffprcntlgl of abcut R7 billion was shown, It
is quite possible that this differenticl may be somewh:t larger. 3ut 25 long
as Voznesenski's 17 per cent of growth for consumers! goods 1s accepted, it
seems impossible to assume a still higher rate of growth of procucers! goods,

&ccordingly, the situation may be summarized as follows: As
pointed out in the WNote! in the preceding issue of the Review, the war left
Russian industry heavily weighted in favor of output of producers' goods,
Tris is confimed by the forogoing estimates. Tt was implicd in that "Note,"
however, that the relative preoponderance of producers' goods industries would
lrcreasc further in the course of the current Five Ycar Plan, This opinion,
which was suggested by Voznescnsl:ii's statoment, secms incorrect. The Plan
apparently provides for an incrcese in the sharc of consumers' zoods in-
custrics in total industrial output. The fact remains, however, that this
inerease would mcen at west a return to the dow sherc of consumers' goods
which was projccted in cxpcctation of the war.
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Economic Union of Yugoslavia and Albania , JJHLF.

The governments of YU*oslévia and /lbania heve announced an agree-
ment for coordinating the economic plans of their countries, abo! 1sn,ng '
custons borders between them, and uwnifying their financial and monetary
arrangenents, The Yugeslav Covermment has prouised Alhania fgenerous
supnort and consideraile assistance in means of productlon,ghd otherwiseil
in order to raise Albania to a lhigher economic levéI. The apreauent was
signed on November 27. : Y

B

This pect presumably is the first step tOW“rd compLetc 3 Litical
ia) w

and ccononic union of Yugoslavie end Alovenia {and posélbly Bulg which
hes beoen exzpected since the esteblishment of communiggic reg 1nes in these
three countrics, The economic imnortance of union between YugOSIQVLQ and
Albanie would be smell, Albania can offcr Yugoslavic very little, apart
from somc oil ficlds develoned by the Italicns in the inter-wor neriod,
Yugoslavia, on thc athcr hand, might bccome & primary source of foodstuffs
for Albcnie, and, at a later date, might supply textiles cnd some capital
cquipnent. as long cs the Yugoslow ecconomy, however, rcmcins in its present
state of cisorganizetion, Yugoslavia will find it very difficult to ship to
her necighbor goods which she desperatcly nceds for her ovm pcople.

The political importance of a complete union would be greacter than
the cconomic, since it would give Yugoclevic o larger degree of control of
the Eastorn shorc of the idriatic and at the same time would exicnd con-
sidersbly her border line with Greeccc. In view of thesc foets, the Yugo-
slev CGovernment would probably be willing to mekc cconomic secrifices, just
as in the intcr-wor period Ithly;for similar rcasons, investcd considerable
sums in Alhocniz, without rcceiving (and presumably without expecting) fi-
nancial rctu“no.

In this connection it should be noted that Yugoslavic recently
imported & number of Germen #specialistsi? who cre supposed to cssist the
government in mopping ond executing e plan of ceconomic reconstruction and
develomwcnt., This move is un astonishing devarture from the »revious Yugo-
slov policy of killing, jciling, or cxiling ol members of hcr own Gomaon
minority, which had been nrominent for about 200 years in devcloping the
country's naturcl resources. It remcins to be seen whether the newcomers
will turn out’ to be cxperts in egriculture, industry, cnd commercc, or in
the techniques of less pecceful pursuvits.






