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consumption, and surplus available for cxport arc shown below:

Coal Data from thc Polish Reconstruction Plan
(Millions of mctric tons)

1046 1947 1948 1949

Output 46 60 70 80
Domecstic consumption 32 40 L2 45
Available for cxport 14 20 28 35

Coal consumption per
head of population
in kgs. 1 1,333 1,48 1,714 1,800

1/ The populetion figures uscd in the Plan are 24 million
for 1946, 24,3 million for 1947, 24,6 million for 1948,
and 25 million for 1949,

It is difficult to reconcilc these data with Poland!s coal commit—
ments which have become known from official Polish sources, In the first
place, Poland has committed hersclf, in a special agrcement attached to the
reparation settlement, to deliver coal to the U.8.5.R, at a special price
until the end of the occupation of Germany, While the quantities to be de-
livered are known, there is considerable uncertainty with respect to the
price, This is believed to be so low, however, that Poland would derive only
slight benefit with respect to paying for corresponding imports. In the
second place, Poland has concluded a series of compensation agreements with
Buropean countries which include coal commitments amounting to 12,6 million
tons annually, The following table, which is based entirely on official
Polish data, gives the disposition of that part of the Polish coal output
shown in the preceding table as available for export:

(Millions of metrie tons)
1946 1947 1948 1049

Available for export

according to Plan 14 20 28 35
Less scheduled reparation ' :
exports to U,S.S.R, 1/ bed  1ls4 13 13
7.6 8.6 15 22
Less scheduled compensa-— ' : ' '
tion exports 2/ 12,6 12,6 12,6 12,6
Residual ~5,0 =/, o0 +2.4 +9.4

1/ Originally Poland was to deliver 8 million tons in 1946,
and 13 million tons in each of the years 1947 through 1950,
Postponement by 3 months of the original agreement schedule
has been reported, The figures for 1946 and 1947 have been
adjusted correspondingly,

2/ It has been assuned (as in official Polish forecaste) that
the agreements concluded in 1946 would be continued up to
1949 and be carried out as stipulated,
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It will be seen from the foregoing table that Poland appears to have over—
committed herself for 1946 and 1947; the years 1948 and 1949 show a moderate
surplus over and above present commitments. Since coal output in 1946 was
actually 1,3 million tons higher than anticipated and deliveries of reparation
coal to the U.S.S.R. were actually .6 million tons smaller,l/ the overcommit-
ment for 1946 appears to have been 1,9 million tons less than shown in the
table,

On the other hand, it is now believed by Polish experts that Polish
production in 1947 will not exceced 55 million tons, 5 million tons less than
the anount foreccast in the Polish Plan, The Poles arc known to have lowered
their estimate for the coal output in 1946 from 50 million tons to 46 million
tons without, however, making any adjustments for subsequent years. It is
possible, thercfore, that output figures for 1947 to 1949 should be lowercd
correspondingly., Assuming the production cstimate of 55 million tons for
1947 to be corrcct, the overcommitment for that yecar would be 5 million tons
greater than indicated in the table and would amount to 9 million tons,

The situation may, howcver, prove to be much morec elastic and, therc—
fore, less scrious than the figures indicatce. The Poles werc in a position
to negotiate with the Soviet Union a three-month postponcment of the originally
agreed schedule for deliverics of rcparation coal and may succced in securing
further postponements, Furthecmore, becouse of trensportation and other dif-
ficulties, neither receipts nor deliverics on compensation agreements have
recached the stipulated amounts, which may he regarded morc as target figures
than as realistic forccasts, According to official Polish data, only about
50 per cent of the total veluc of the agreements was carried out-'in 1946 and
fulfillment of 70 per cent of the agroccments is cxpected in 1947, Although
the Poles have stated that this reduction in compcnsation troade will not
affcet coal cxports under the bartcr agreements, it is reasonable to assume
that these cxports may f211 short of the target figures to somc cxtent,
Finally, it is also possible that the Polish cstimates of domestic coal con-
sumption are somewho.t exaggerated, and, in cny case, it is likely that failure
to attain the plonncd output of coal will lcad to reduction in domestic con-
sumption, .

1/ Coul deliverics under the reparctinongs scttlonent with the Sovict Union
were reported to have been 4.8 nillion tns during the first 10 months
of 1946, Couputed n on annual bosis, such cwel deliverics would hove
been 5.6 nillion tons as ageinst 6.4 nillion tons in the table,

Lrgentine Purchosc of British-Owned Reilwoys Florenos Nixon

It wes cnnounced ~fficiclly n Fooruary 12, 1947, that the Argentinc
Institute for the Promotion »f Trode ond the Comittec »f British Roilways in
Argonting hoed recoched fintl cgreenent in the railrood negotictions. The
British--wncd propertics zrc to be purchascd ~utricsht by the Argeontine Ro-
public fHr £15C aillion, O0f this onount £135.5 nillicn is in poyment for the
nctwork of roailroads and £14,5 nilli-sn covers subsidicry reilrocd centerpriscs,
which incluce recl cstatc, port instollotions, bus ond trucking fims, ond

Ex
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various wotcr and pawer companies. The purchase is to be retrozctive to July 1,
1946, =nd poyment will be made to CGroat 3Britodn os soon es the egreenent hes
been rotificd by both governnents.  Fron July 1, 1646, to the dote of payaent
Argentine will poy one-half per cont intcrcst on the purchase price.

The »urchase announcenent came ac somewhet of a surprise since, under
the provisions of the United Kingdom-irgentine Economic Agreement of September
17, 1946, an anzlo-irgentine mixed-company was to be formed to purchase and
operate the railroads. Only in recent wecks d¢id the Lrgentines re-open dis-—
cussion of an outright purchase to be financcd by Argentina's war- accumule ted
blocked sterling balances, an idea which had played a part in the original
ncgotiations last summer. The development is quite compatible with the Argen-
tinc Government's Five Year Plan, which conteomplatcs the nationalization of
various key industrics, ancd is the third in @ scrics of similar transectlons
which have rucently procurcd lerge propertics for the Republic, including some
Frenct—ownea reilways ond the American-owned telephone systom.

As hos been mentioned above, srgentina plans to use her blocked
sterling belances in particl poyment for the railroad preopertics. Thesc
belances arc rceported by the London Zconomist as amounting to £125 million.l/
Whethcr Argentine will cover the remainder of the £150 million purchasc price
with exports to Great Britain or with United 3totcs dollars has not yet bcon
discloscd.

In cither casc the scttlement will affcct Britain's rate of with-
drewals from her United States credit. Britoin's prescnt financial position
will be somcwhot cascd s demancs on the cvoiloble United States dollar belance
of the Loan will be reduced. In addition, to the extent that Argentino wishes
to rcbuild her sterling holcdings to somc minimum level, Britein will not be
rcquired to drew down collar balunces for poyment to argentinc in currcnt
tronsactions.

The scttlement also climinates the wesis of confiict between the
United XKingdom-irgentine Financiol Agrecment cnd the United States-British
Loan hgrcement, which rcecently cvoked on cxchenge of letters between the Scere-—
tary of thce Treasury end the Chancellor of the Ixchcquer. Sinecc peyment for
the roilweys wipcs out Lrgentinc's blocked sterling bolonce, the transcction ren-
dors inoperctive the clausc in the United Kingdom-Argentine Finencial Agreement
which states thot: '

ITf in any year the balance of payments with the Sterling
Arco werce unfarourahle to Argentine, Lrgentine may further-
morc disposc freely, within the soid Lres, of its sterling
nmalonces for on amount cquivelecnt to the deficit.®

Therefore, o1l futurc trenscctions obviously con only be consistent with the
United States-British Loon Agrecement.

1/ Tais figurc of £125 million is £5 million lower than the emcunt rcported on
Argentine blocked account ot the time of the United Kingdom-Argentine Fi-
ncacic) fLgreenont in September 1946, The diffcrence of £5 million is cgual
to the cmoant of blocked sterling which, under the provisions of Paragroeph
II, claousc 5 of the hgrecment, is to be nlaced at the frec disposal of Argen-
tino ennusily for the peyment of current trensactions, It seems logical to
~ssumc thot this trensfer has alreody token plece and cccounts for the lower
figurc oi £125 willion on blocked account in February 1947.
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Extension of Sterling Convertibility . F. Jaftiy

Ls the result of an agreement reached last December between the
United Kingdom and Canada, arrangements aimecd at securing wider acceptability
for sterling as a means of international payment took effect as of January 1
of this year. The.,arrangements provide that sterling mey be used to finance
the export and import trade of Canada with 22 countriesl/which formmerly had
to pay in United States dollars for their Canedian purchases. Of particular
interest is the fact that the United 3tates is among the countries to which
sterling may now be transferred, and thet conscquently sterling currently
carncd by Cenada 1s convertible to United States dollars.

Perspective on the new development mey bhe geined by rccalling previ-
ous cxtensions of the use of stcrling, particularly of its convertibility to
United States collars. At the end of the war o compliceted system of stcriing
accounts was in cxistenee, by which the United Ningdom divided the world into
various "closcd clcaring arcas® for sterling transfcrs, diffcrentieting emong
thom in the degree of frecdom of transfor pemitted. United States sterling
was placed in what were known as Wrcglistered accountsi'. Outside sterling
could not bc transferred to thcse accounts, which could be withdrewn in the
form cf dollars if desircd by their United Statcs owncers. Cancdian stcrlingg/
was placed in ‘Houthorized cccounts! in London. Poyments from these accounts
could be made frecly only within the storling orce. A group of about twelve
Latin Americon countrics compriscd what was called the Central-Amcricon
clcaring arcc, cnd transfecrs of sterling werc possible, ogoin, only from
these nccounts to the sterling area. As a first step toward cxtending the
conver tibility of steriling to dollars, in July 1945 "United States rcgistered
accounts and #Central-americon cccountsi were combincd into one catcgory
known as #American accounts', cmong which poyments cnd transfors could be
made frcely. uther arrangements extended the size of clcoaring crcas clsc-
where, among which wes the February 1946 cgreement with Brozil providing for
the usc of sterling to scttlc transactions between Brozil on the one hond, and
the Bclgian monctery carce, the vuteh monctaery oreco, the Scondinavien countrics,
Greecec, Spain, ond Turkey on the other. The next move affecting convertibility
to United Stotes dollars was the Anglo-Argentine agrecment of September 1946,
by which all currcent ccquisitions of sterling by Argentina were made "frccly
availaeble for current transactions cnywhere.!

The present arrangement in offcct combincs the Amcrican, Argentine,
end Conedien clecaring arcas.3/ The roneining countrics of the twenty-two arc
sterling arca countrics from which Conade did not formerly acecept sterling
oaymcer.t.

1/ Argentine, Colombiz, Coste Rica, Cuba, Dominicon Republic, Beuador, Guate-
mela, Haiti, Hondurcs, Mcoxico, Nicaragua, Poneme, Philiopince Islands,
Salvador, Vcenezucla, United States oand territorics ond posscssions, Egypt,
Anglo-Egyption Sudan, Irag, Trans-Jordon, Iceland, Faroc Islands.

g/ Sircc 1942 Conade hes cceumuleted 1ittle sterling, its cxport surplus to
the United Kingdom having been fincnced first by ilutual Aid and subsc~
quently by long-term loans.

2/ Agrcement providing for transfers from fmericoan zccounts to Argentine hos
not yet been reached but is expected shortly.
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Since sterling is now transferable from Cenadian to American cce-
counts, Conadicn authorized banks moy now sell currently acquired sterling
for United Stotes dollars in New York. The Bonk of Englend, os throughout
the war, supports the pound by purchasing sterling in New York for dollars
when +the sterling rate recaches a given low. Jencdicn exchange control, he-
causc of the now possibility of conversion, is crtended to cover sterling
tronscetions s well as United Statcs doller transactions. Thus capital
fiighs to dollars by woy of sterling is gucrded cgeinst.

The new agrecment has been described by the Canadian Finonce Minister

o3 representing Yoo preliminary but importont stcp in carrying into cffcet by
the United Kingdom of the cgrecment mode ot the time credits were negoticted
with Gonedo ond the United Stotes to moke sterling cornings in foreign coun-
rics convertible by July 15, 1947." A formmcl cxtension of the arco of
sterling convertibility has clcarly been made. It may be questioned, however,
whether o significant increcesc in currcnt dollar liabilities of the United
Kingdom is invelved. It is conccivable thot Coneda moy cgrec to limit the
cmoun® of sterling she will convert to United Stctes dollars. Altcernotively
it is quitc possible thet Britoin will limit her dollar licbility by rc-
stricting stcrling transfcrs from sterling orce countries to Cenada to o
given amount. It is to be romembered thoat sterling transfers to: Cannde from
the sterling crce romoin subjcet cither to the cichange control regulctions
of the United Kingdom or to local regulotions designed to support British
controls, The inclusion of & number of sterling arco countrics among the
twenty-two moy therefore mercly sisnify Conedian willingncess to cccept
sterling, in placc of the United Stotes Jdollars formerly requircd. If
Britoin has this intention, the rclexation of sterling control hos some
cdistance to go beforc mecting the requircments of the Anglo-Amcricon loon,

If the volume of sterling trensfers cuthorized between sterling crceo countrics
and Ceonade is no greater than the volume of United Stotes dollors which the
Unitcd Kingdom wos formerly obliged to supply to these countries out of the
sterling crco collor porl, the recelpt of convertible currcney by Conade from
the s=uerling arca will not be incrcoscd by the ncow meosurcs. Substenticl re-
ccipts of sterling from the non-sterling-arca countrics listed are unlikcly
both becausc none of thesc, with the exception of Argentina, accunulates
sterling, and becouse most »f them have cn export rather thon an inport
surplus with Gan&d&.l/m

To csk whether the United Kingdom's doller lichility will be in-
crcased by the new measurcs is also to ask whether the new mecsurcs will in-
crcase Caenada's receipts of convertible currency. Governor Towers of thce Bonk
of Ganada implicd o positive answer to the latter question by rcferring to
Britein's "wclcome step' in meoking currcent sterling spent in Canada convertible
into United Statces cdollors as o help in meeting Conade's U #8w dollar defdcitl. -
On the¢ other hond, the originel press rcport from Ottawe reparding the new
regulations stotes "It is not expceted that the new crrongement will result
in any improvenent in Cenadals overall forcipn cxchonge position at the
present time, but it does, it is clained, rcpresent o censidercble ceonvenience
for Conacdion cxporters and importers.! It is of coursce possible that the

1/ Out of twelve of the fourteen Letin Americon countrics invelved in the
arrangenent, only four had an import surplus with Conado in the first ten
months >f 1946, of which only thosc of Argentine ond Panama cexcceded &
million Cancdien dollars.
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lotter stotonent may refer to the overall volume of Conaodian foreign cichange
receipts, anc not to the composition of thesc recccipts. The Economist of
January 11, 1947, suggests thot drowings upon the United Stotes-United Kingdom
loan rizy be increasccd over the next few nonths 2s & result of the new arrange-
iients, which ‘'should have the cffcet »f cquelizing the rate »f drawing? on

the Unitcd Stotes and Conacdian crecits t> Britoin., This supports the infer-
cnee drevn fron Governor Towers! stotaacnt.

It is clecor, however, thet no ipcrcasc in Conocdian receipts of
United States dollars is cutmoticclly involwed in the agreaaent in so for
as its tems ecn be pieced together from public announcements. If Conada's
increased sterling reccipts arc to come from sterling crec countrics which
fomerly paid Conade collars direct, the totel of sterling and dollers noy be
but need not be largor than before. In this conncetion it is possiblc that
the United Kingdom itsclf, which has heretofore scttled its trade deficit with
Cenade in Conedion cdollar crecdits, may intend to poy, in port ot least, in
steriing. However, the fact that, 25 of the end of Jenuery 1946, only chout
550 million <>ilors of the 1,250 million dolleor Canadion loan had been uscd,
suggzests that the use of sterling is not on immediotc nccessity.

Equalization of Yugoslov onc Albonion Currencics R. E.

On Jecember 27, 1946, the Netionol Lssembly »f the Federative
People's Republic of Yugoslavie rotificed unoninously the treaty signed on
November 27 betwcen the two countrics. In broad temms, the treaty is cimed
2t homonizing ccononlce plons, cstablishing o custonms union, and ecualizing
the currencics of Yuposlevia and Albenia.l/

The Trcaty is to lost thirty ycors with the proviso that 1t shell
run &n acdditioncl ten years unlcss notice is given in writing one yeor previ-
ous to the datc of cxpiration. Anong other mcasurcs it provices for the
cqualization of the tro currcncics within thrce months after the date of
signing (i.c., by Fcbruary 27, 1947) by putting the ilbanian lck on a par
with the Yursslow Cinor. In this connccetion it is intercsting to note thot
the &lbonian currency unit mentiened is not the fronc, mut o subdivision
therenf, the lck. OCnly last July, o new Albanicn Jccrce-law wes published,
rcestablishing the frone as the currcney unit for the country,g7and fixing its
valuc ot parity with the pre-1914 ¢old fronc, ceucl to 32,67 United Stotes
cents of present veluc. Sinec the frone hos five 1lcks, this mode one lck
cqual to 6.534 United Stotes cents., This roprescnted o considerable overvalu-
ation of the Albenion currcney in rclation to ecurrcncics in surrounding coun-
trics 2ond cspceially to the dollar.

The Yuposlav dinor has been set ot 2 United States coants by the
Yugoslev Covernient, ancd on the bosis »f one lek being equal to one cinar,
the Albanian fronc will now be cequel to 10 United States cents. The equali-
zation thus neans o devaluation »f the Albanian currcncy by about 70 per cent.

1/ Sec this Review, Deceaber 17, 1946.
2/ Scc this Revicw, August 12, 1946.
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The now rate »robably still overvalues the frone, but is more in kceping
with the actucl purchosing power »f the currcncy in prescnt-day Albonic.,

The trecty further provides thoat the note circulstion in the

People's Republic of albaniz shall be in proportion to the currcncy circu-
lation in Yuposlovia, cue considerctinn being civen to the number of in-
habitints end the cconualce power of both countries. In addition, Albenic
cgrecc to introcuce the price systems ond the price levels cxisting in Yuzo-
slavia to facilitote ndeption of the currency rcfom. It may be suggested
thot cloption of the provisicns of the treaty moy be followed by the intro-
cuction »f the Yugoslav dinor in Albanic os the primcipel currcncy unit as o
stcp towerd svill further integration of Albenic inte the Yugoslav cconony.






