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MEMORANDUM FOR FILE 

April 2, 1947. 

Subject: Polish Loan Application.frjf?. 

Messrs. Zoltowski, Drewnowski and Zalewski, of the Polish 

Delegation called on Messrs. Pineo, Hoar and Burland in connection 

with the Polish, Loan Appli·cation. The Poles stated that for that 

portion of the 4-year Polish Plan for Economic Reconstruction, 

assigned to the current year, namely, 1947, they d.e af.r-ed $180,000,000 

from the Bank, out of the total of $600,000,000 applied for for the 

entire Plan. Of this US $180,000,000, $53,000,000 would be used as 

advance payments on orders placed for delivery in the later years of 

the Plan. The remainder of $127,000,000 ~as stated to be of a most 

urgent character and would be applied to purchases for the quickest 

possible delivery mainly during 1947. This amount is broken down as 

follows: 

a. Industry 

b. Transportation 

c. Technical Research 
and training 

d. Communications and 
posts 

$ 96,000,000 

24,000,000 

3,000,000 

4,000,000 

TOTAL - $127,000,000 

The amount of $96,000,000 is centered upon _rehabilitation of 

the coal industry and other related industries except for a very small 

amount for textiles and. other industries not directly connected. The 

industries related to coal are the steel ·and steel manufacturing 

industries, more especially the machine tool industry upon vh ich the 

coal mines are dependent for repairs of machinery and equipment, and 
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to a lesser extent on the power, electrical manufacturing, and 

chemical industries all related to coal. The application during 

1947 of $96,000,000 to these industries could, it was stated, be made 

effective 1-.ri thin a year and would benefit the coal industry substanti 

ally d.uring the remaind.er of 1947, with full benefit ach l ev ed in 1948, 

and would enable Poland to reach the 1947 coal production target of 

60,000,000 tons and to some extent a production of 70,000,000 tons in 

1948. In reply to a question the Poles stated that a further $60 to 

70,000,000 of foreign loans would be necessary to achieve the monthly 

target production of 6,500,000 tons of coal during 1949, or a total of 

approximately 80,000,000 tons for that year. Otherwise, they stated, 

it would be difficult to maintain or even reach the 1948 target pro 

duction of 70,000,000 tons per year. In this connection, it was 

uointed out that when Germany was in control of Polish coal mines, they 

were able to reach a peak production of 90,000,000 tons in one year, 

but in the foll01,ring years because of shortages in equipment, production 

began to decline. 

Of the 60,000,000 tons of coal expected in 1947, an export surplus 

of 20,000,000 tons was scheduled to be exported. Poland has export 

commitments of three t ype s t 

1. To countries other than the USSR, such as Sweden, 

Iceland, etc., Poland has agreements for the 

delivery of 12,000,000 tons of coal per annum. This 

figure is not, however, precise, and the full program 

is rarely fulfilled. The Poles expect that this 

figure will reach 10,000,000 tons in 1947. 

2. With the USSR the Poles have a trade agreement 

calling for the erport of 1,300,000 tons of coal 

laJC~,j- 
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and coke for which pa.yment is made at world prices 

of about $9.80 per ton for coal and over $11.00 per 

ton for coke. 

J. The Poles also have a reparations agreement with the 

USSR under which, as the agreement was originally 

written, they were to deliver to the USSR 8,000,000 

tons of coal in 1946, lJ,000,000 tons of coal for 

each ~f the years 1947 to 1950, inclusive, and there 

after, for as long as the USSR occupies Germany, 

12,000,000 tons of coal per year. Actually, during 

1946 only 5,700,000 tons of coal were delivered to 

the USSR and recently the agreement has been modified 

and coal deliveries reduced to 6,500,000 tons per year 

for 1947 - 1950, inclusive, and to 6,000,000 tons per 

year thereafter. 
J 

' 
Summarizing the above, the expectation is that 10,000,000 tons of 

coal will go to cot1;ntries other than the USSR under existing barter 

agreements, 1,300,000 tons will go to the USSR under the trade agree 

ment and 6,500,000 tons will go to the USSR on reparations account. 

This totals 17,800,000 tons, and on the basis of a total expected 

export of 20,000,000 tons, would leave a surplus of 2,200,000 tons for 

free exp o r-t , 

The Poles explained briefly the coal reparations agreement with 

the USSR. The latter claimed German assets in Eastern Germany and 

originally desired to transfer the installations and mining equipment 

from the Silesian coal properties. The Poles, however, negotiated an 

agreement whereby the USSR would refrain from so doing and would be 

compensated by coal deliveries in accordance with the above schedule. 
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Under the Potsdam Agreement, the USSR will claim reparations from the 

Western Zones of Germany for both itself and Poland, the latter to 

receive 1..5 percent of the total. However, the Potsdam Agreement did 

not cover the Russian Zone of Occupation in Germany; nevertheless, 

the USSR voluntarily offered Poland a 15% interest in reparations from 

that zone. The foregoing would indicate that in the coal agreement 

between Poland and the USSR there ~ere concessions on both sides. 

Professor Drewnowski estimates in 1946 that Poland obtained on repara 

tions account from Russia approximately US $20,000,000, mostly in the 

form of current production from the Russian Zone of Germany, such as 

tin, fertilizers, lumber, textiles, synthetic rubber, some railway 

rolling stock, etc. For 1947 no total has yet been estimated; one 

i tern, however-, will be nineteen seagoing ships from the former German 

Baltic fleet having an aggregate of 60,000 tons. 

No details were given of the US $24,000,000 requirement for 

transportation. Poland has approval of a US $40,000,000 loan from the 

Eximbank largely for transportation and the add.I tion of US $24,000,000 

vould be closely related thereto. 

The item of US $J,000,000 for technical research and training was 

briefly explained as necessary for reconstruction and for reequipment 

t.echn i.ce.L schools for the tra.ining of specialists the nwnber of which 

was not only reduced during the war, but must be increased over prewar 

for carrying out the Plan. 

The US $Li,, 000, 000 was stated to be largely for rebuilding and 

modernizing the telecommunications system, some of whi'ch was damaged 

during the war and. some of which requires new technical improvements 

such as radar. 

The Poles further explained the purpose of the US $5J,000,OO0 

mentioned above, which is to pay in advance for orders placed in 1947 
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for d e Lf.ve r-y in Lat e r years, such orders to be for supplies and 

equipment for continuation of the US $127,000,000 program and for 

other aspects of the reconstruction plan. It is impossible to say 

exactly which aspects, because the.Poles do not know what supplies 

and materials are currently available and on which items advance pay 

ments will be necessary. 

It was made clear that the US $5J,OOO,OOO request did not in any 
1,~~tfS~t"j' 

way overlap the US $60 to 70,000,000 additional amount requested for 

the coal industry. 

The Poles indicated how the internal investment for the 1946 

portion of the reconstruction program was managed. The investment plan 

for the second, third and fourth quarters of 1946 called for raising 

internally J8,000,000,000 current zlotys. This was to cover the needs 

of the government sector, the nationalized industries sector, and 

cooperative sector, but excluded the private sector. The amount actually 

obtained vaa approximately 37,000,000,000 zlotys and was characterized 

by Prof. Drewnowski as a sort of extraordinary budget, since normal 

revenues, including taxes we--it into the ordinary budget to cover current 

government expenditures. The ordinary budg e't amounted to about 

J?,000,000,000 zlotys and showed a small surplus of revenues over ex 

penditures. The funds for the 1946 investment program were obtained 

from (1) depreciation reserves in the hands of government owned plants 

(2) the floatation of a 4,000,000,000 zloty 4 percent public loan, without 

maturity, subscription to which was made semi-compulsory for the public 

e.nd for governmental institutions (3) the proceeds of the sale of former 

German property in Poland seized by the Government and. sold to private 

1 persons in Germany in the private sector of Lndus t ry and (Li-) a portion ------ ' of the profits of nationalized industry. -------------~-~4··~---- 
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In commenting on the extent of nationalization of industry, the 

Poles pointed out that the field of agriculture was mostly in private 

hands, the only exception being certain forest lands reserved for the 

Government and some large German estates which cannot readily be sub 

divided for lack of buildings and which will therefore be operated as 

large government farms. The na t Loria'l Lz ed portion of industry, namely, 

the large inaustries, employ about 900,000 vor-ker-s which together with 

the services and government employees, totals 2,500,000 workers. In 

the private sector most of commerce, handicraft and of agriculture is 

included, comprising about 7.,500,000 workers. These, together make up 

a labor force in Poland of around 10,000,000 persons. The Poles 

s t a't e d that commerce and industry is ope rating today on a profitable 

ba s Ls largely due, however, to the fact that wages are very low in 

comparison to the value of pr oduc t t on , He also pointed out that 

nationalized industries pay all ordinary taxes which go into the national 

bud.get; profits however, go into special accounts in government banks. 

The Poles were asked whether there was anything which could be 

added to recently published announcements that the Polish Government 

planned to take steps to resume the service on publicly held foreign 

bonds outstanding in the United States, Great Britain and other countries. 

Mr. Zoltowski, in reply, stated that active negotiations to this end 

would be taken up in the fall of 1947 when it was expected the Polish 

Government will have completed its studies of the overall foreign debt 

problem. He saia_ that the Swedish Match Loan although in dollar 

denominations would probably be discussed with Sweden and that outstand 

ing sterling.bonds would be discussed with British bondholders. 

Subsequently, when these difficult problems are worked out, discussion 

will be taken up with American bondholders. Mr. Zoltowski pointed out 
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informally that apart from the Swedish Match _Loan, the d.o'l Lar- bonds 

outstanding amo un t to about $50,000,000 whieh he considered. to be of 

manageable proportions. On the subject of Polanc11 s attitude t owar-d 

prior outstanding indebtedness of territories now in whole or in part 

Fithin the borders of Poland, Mr. Zoltowski was unable to give definite 

information. Such bond issues as Stettin, Danzig, State of Prussia, 

City of Vilna and others wer e being thoroughly studied by the Polish 

government but as far as he knew questions of policy had not been 

determined. 

The Poles stated that barter and payments agreements cover at 

present about 90% of Polish exports. They were entered into to get 

trade started, and extend only for a year at a time and are therefore 

easy to change. Poland is largely a creditor on balance under such 

agreements as its deliveries have been kept up to date wher-e as deli 

veries from the other countries have lagged. Agreements with hard 

currency countries were those with Sirea_en and Switzerland. As a 

matter of policy, Poland would prefer when possible, to abandon such 

agreements and be in a position to direct Polish exports freely to 

hard currency countries in a world of expanding multilateral trade. 

The Poles had not submitted the texts of all these agreements, but 

have given general explanatory information in the written data submitted 

to the Bank. 

The Poles were asked whether the USSR really needed the coal now 

being obtained from Poland and whether it might be possible to obtain 

further concessi8ns from the USSR which would permit more Polish coal 

to be exported to hard currency countries. Mr. Zoltowski replied 

informally that his personal view on this point was based upon the 
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realities: the USSR is now getting from 10,% to 13% of Polish coal 

production; it would be very difficult to,get Russian agreement to 

a modification of these terms and Poland would therefore hesitate to 

disturb existing arrangements and would prefer to direct its efforts 

toward keeping the present amounts unchanged, while total Polish coal 

production increases. Wu lo .w ~h~f:M.·~, J~t t~. 
The Poles statedthat they did not have final information regard- 

/\ 

ing the recent USSR loan to Poland. It appeared that the loan is 

expressed in dollars and in gold, bears -interest at the rate of 2% per 

annum, is to be amortized in ten years beginning after the first three 

years and is payable in hard currencies. Appar-errt Ly no conditions were 

attached to the loan. The Poles think that the loan will probably be 

used to make good the failure to obtain other foreign aid, with imports 

of food next winter, a live possibility. 

The Poles wer-e asked if they could supply detailed import schedules 

for the $127,000,000 loan urgently requested. They replied that such 

information, while tentative, is av a l La'xl.e , down to the smallest item, 

in the form of extremely voluminous import lists, all in Polish and in 

Poland. ':rhese however , are subject to radical change when the Poles 

are assured that the loan will be granted and can then study availa 

bilities, prices, delivery dates, etc. They would therefore hesitate 
I , 

to go to the tedious and heavy task of translating and submitting such 

data, wh i ch will be largely changed by subsequent amendmerrt a. 

Mr. Zoltowski expressed doubt as to the feasibility of the Banks 

making detailed engineering studies in Poland of the programs to be 

financed especially coal. He pointed out from his experience with 

private bankers that such studies often involve major responsibilities 

on the part of bankers more especially in case outside engineers should 
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differ from Polish engineers. 

Referring to Poland's program to import horses, Professor 

Drewnowski pointed out that the present horse population of 1,200,000 

was LW% short of requirements and that 800,000 more horses were needed. 

His preliminary studies indicated that horses were lJlentiful in the 

United States and in some other countries and would cost, delivered in 

Poland around $200 apiece. In support of this he cited the experience 

of UNRRA which landed large numbers of .horses in Poland at an overall 

cost of $240 to ;250 per head after allowing for 10% losses in transit. 

While Poland would prefer tractors, it recognizes that at this time 

they cannot be afforded nor are they readily available in the market. 

Poland's agricultural industry is made up largely of individual farmers, 

and the care and use of tractors at this stage would be extremely diffi 

cult or wasteful. In short, an increased supply of horses would be the 

mo st practical, and , in fact, is a vital ne ce s si ty in order to get agri 

culture production restarted in the shortest possible time. 

Next to horses, fertilizers are the most urgent need. Poland has 

sufficient nitrates at home and has been obtaining potash from Germany 

and France. It needs additional phosphate fertilizers and has some of 

the raw materials for this at home, but would need to import certain 

chemicals. 

Fulfillment of these t-wo requirements, namely, horses and fertili 

zers, would.go a long way toward putting Polish agriculture firmly on 

its feet. It was indicated that Poland would be self-sufficient in 

grains in 1947 and would have more next year, probably some for export. 

The pig population has doubled since the end of the war and would be 

back to pre-war in 2 years, after which exports of processed pork products. 

would begin. It would take six to seven years to rebuild the cattle 
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population. Other food exports, possible after two years, would be 

fats and eggs, and these, together with pork products, it was expected, 

would increase gradually and become, in time, the largest Polish 

export next to coal. Food products were 1/3 of Polish exports prior 

to World_ War II. 

One of the main problems of agriculture has been the resettlement 

of the agricultural po9ulation. Large numbers of Poles moved from 

eastern Poland to central Poland following the loss of territory to 

the USSR, thus adding to the already over-population of agricultural 

wor-ke r-s there. As the Germans withdrew from what is now western Poland, 

surplus agriculturists were moved westward. They were able to resettle 

quickly on the small farms arrl begin production. However, the large 

German estates were not easily subdivided because of the lack of build 

ings, etc., and. this pr-o oe ae , while continuing, can only be gradual. 


