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POLANDT™S ECONOMIC CRISISx

David B. Houston

The focus of this paper is the Polish economy examined at a fairly concrete
level. However for the concrete, more quantitative study to make sense, it is
necessary to briefly survey Poland's international vrelations and the Polisk "mode
of production.™ When considering the first problem, the question is often raised:
How independent is Poland vis a vis the Soviet Union, the B. S. and Western Eu-
rope? Answers to this question vary widely: 1. Poland is a dependent state or
puppet of Soviet social imperialism and has essentially no autonomv with respect
to its economic policies; 2. Poland is the most "beurgeois™ of the Eastern Europe-
an countries and strongly tied +o0 and dependent upon the West, especiajly the
bankss and its economic policies are disciplined by those coennections; 3. Peland
is a relatively autonomous socialist society with comradely relations with other
socialist societies and its economic policies are shaped by these relations. of
course each of these rather extreme characterizations has an element of truth, and
the view taken in this paper is somewhat eclectic: Poland though politically and
economically dependent on the Soviet Union has relative autonomy with respect +a
its economic development. In the recent period its development strategy has made
it much more dependent on the West but stil}] less than its dependence on the East.
Poland's political and military dependence on +the Soviet Union is self-evident.
But in addition there are strong economic ties in both imports and exports of raw
materials and finished goods, as well as loans. In 1983, 327% of Polish imports
were from the U.S.S.R. and about 31% of their exports were sent to the Soviet Un-
ionl1]. Still we see that the Polish leadership has been able to undertake dis-
tinctive economic programs, such as its import-led development strategy of the
70's, which certainly strengthened its ties to the West. Its monetary policy, fi-
nance, and economic planning model, while resembling in some degree the Soviet-
style economy, all have significant elements of self-determination. Finally, with
respect to the West, it 1s again clear that Poland's debt situation and its desire
to Jjoin the IMF indicate a growing dvnamic of Western dependence.

In order to examine Poland's economic crisis we must also specify the social
relations of productien in Poland at least in a general way. Are these relations
socialist, capitalist, transitional or some new form? Rather than attempt a de-
tailed answer to this complex and difficult questjion we will simply make a few
brief observations[2].

%¥This paper has benefited from criticism of an earlier draft by
John Beverley, Eva Paus and Don Goldstein.
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Part of the answer depends upon whether one emphasizes:

1. The ownership or the control of the means of production;
2. The undemocraktic political relations or the role of the party as represent-
ing the workers:;

2. The presence of wage labor vs. the absence of labor as a commodity;

G. The relevance of the market or of planning in resgurce allocation:

5. The presence of a ruling class which is not the direct producers.

The Polish economy cannot be easily clasgified. It has aspects of both social-
ist and capitalist modes of production. The political (military) power of the
ruling stratum is in general sufficient to permit it te control economic rela-
tions. Socialism serves as an ideplogy to rationalize this situation. The lakor
market is not capitalist in that it does not praduce a reserve army of laber or a
capitalistically disciplined labeor force. The drive for accumulation which is of-
ten quantitatively greater than in capitalist economies is qualitatively different
in that it concentrates o¢on accumulation of secial means of production (productive
capital) rather than capital in its general form. The value and price categories
do not correspond to those of a capitalist economy. Characteristics of the Polish
economy which could be described as socialist are collective or non-private owner-
ship of the means of production. except in agriculture, the presence of an above-
average number of public or "free® goods, the existence of subsidies on basic con-—
sumption, and the presence of a planning allecation mechanism. Nansocialist
features include the lack of working class participation in planning and manage-
ment, +the large private agricultural sector and the general alienation of laber.
Polish workers may not confront capital in the same way as a classical capitalist
worker. The social relation may not be capital. Bu% the accumulation of Msocial-
ist™ capital has not made the working class more powerful but has strengthened the
dominance of the party leadership. the government bkureaucracy and the managers of
anterprise.” Thus, while in formal terms the social relations of production cannot
be defined as capitalist, the social impact of these relations has a disturbing

parallel to that of capitalist economies.

follows views Poland as a politically directed planning, ac-
a basic two-class s&ructure of party leaders,; planhners, mah-
agers ahd bureaucrats (ruling class} and direct producers {(warking class), as well
as a histerically residual petty-bourgeoise-peasant class. Such a model raises
several questions, two of which are relevant to the present study. The first con-
cerns the efficiency of a politically run econsmy. and the second deals with the
conkradictory nature of an agricultural sector putside of the main economy.

The analysis which
cumulation model with

In a politically run economy a political erisis may have very serious effects
on economic life. This is precisely what happened in Poland. With the Party and
state bureaugracy under attack by Splidarity for their political and economic
failure, the leadership became passive, especially wWith respect to redirecting the
economy out of its crisis. But since Solidarity had no real political power f{and
hence no ecohomic power) in the sense of directing the whole of society, a vacuum
in leadership and direction developed. Thus +the political crisis reinforced the
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econgmic crisis. Because the political i

T and economic aspects i i

: 1 of the Polish cr
r:::g::eaco?tlnuous feedback effects upon each other, a complete analysis wéﬁi:
Ciguire ® 51m¥1t§n?ous Freatment of koth aspects. However, since in general -
P ess amiliar with the economic problems in Pseland, the emphasis h il
e on economics rather than politics[3]. s here will

or IE: s;igzzszggn:hlfh lfcllow; covers three¢ major aspects in the recent histery
s oo agricu:l-tumy. é The issue of efficiency and productivity, 2., The devel-
opment 29r fjrstr§; and 3. Import-led growth, the development strategy of the
ipiols. | The r [+] cou%d be_termed structural as they form a background f
ird which is the more immediate cause of the crisis. °r

One of the most striking features i

f ) S of the Polish economic crisis i i i
:g::,oﬁhi;h ;Jva%s the decline in output suffered in the U.S. in the éie::sDzsfgl:
Statisticai niig s£ From 1?78 to 1982, according to data published by the Centrzl
st o dce ?], 'Pollsh net material product fell by approximatelv 26% com-—
parsd to a2 % gcllne in tﬁe Uu.s. from 1929 to 1933. In contrast, in th; post
a1t pirlodf recessions and depressions in the U.S. have generally shown a
1oz dGCI;neec_lnj_nn cutput. gf course, in Poland the distributional impact of
el sF:sthlffer:nt, but nonetheless, a loss of output of this size is cat
. rther, when it is remembered that the 1le i n

i vel of per i i
:zi:ng is probably less than half that of the U.S.[5}, it is uzvioﬁzpi;:tl:;ome -
aspecimz?c:hof such a decllne_mgst be considerabkle. Perhaps the most surpii§?i~
aspeck o evei iaﬁizzs dee;hgzlsls is that the standard of living in Poland has nog

d . ile intertemporal compariscns are es i i i
;:t:i%agd because‘cf the gcvefnment's manipulation of prices, ng:c:Ziiy :lfflCUIt
equallia :;giug: 1ndTab$e 4y indicate that the present standard cof livi;g ig'abziz
a decade earlier, +the crisis having wi
u . | ) 1 ) e © ped oput all of the 1
giin:onedT::e ;;;hetsh;f:;?g its priorities fram accumulation +o consumstigie;;:
act o is great fall in output by cutting i
0 h g invest
:;iszlczily thaq consumption. From 1978 to 1982 consumption declin::nilgugz ::ri
matep;al ::sjicinzsstgsgtbf:lih§2%' Further, investment accounted for 36% of n:t
" bu is proportion was only 22% in 1982[é& it

;E; 2tate through 1?5 pﬁ;ci?g palicies on basic consumption and ih:éugini:2d1?19n

age and wage distribution policies has attempted to distribute the burd!inz;

the crisis over all the populatian i i

t P - While the failure and Iimitaticn

;izrzggqomy are substantial, its ability to weather a crisis of thgssm::n::zdzo?—
ive., So, we start the analysis with the observation that we are looking ;z

a - :
a;gzc:;:my ttat has t@e cgpaclty te get intoc a great deal of serious trouble but
a control tc maintain eceonomic order to & surprising d i

e She cont g degree in the face of

EFFICIENCY AND PRODUCTIVITY IN THE POLISH ECONOMY

cﬁeﬁgjt:;g ana;yst§ bave been particularly critical of the Polish economy on effi-

slency and productivity grounds; a?guing that there are substantial limitations

Withi p economy_affectxng productive allocation of rescurces - I would like t

geneizi sz:t_quest1:: of economic efficiency and productivity by looking :tethz
ing or e central planni i

oAy Seiting or ng mechanism and the capital or means of pro-

strzgtg::dggggs iieargzlt:etdevilozment of productivity, it is possible to con-
" et putput per worker in bot i i
which account for about 34% and 7% of GNP respective;y?TindHStry and construction
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Table 1
Indices of Labkor Productivity

(1%70 = 1009
1960 1965 1970 1975 1978 1980 1981 1982 1983

Industry 61 81 100 147 174 164 14D 161 146

Construction 53 74 100 170 210 194 163 155 leg

SOURCE: Industry (Workers in State Industry)
RS: 1977 p. 13%, 1982 p. 186
MRS: 1984 pp. 131, 139, 142
Censtruction (Workers in Basic Censtruction)
MRS: 1977 p. 162, 1983 p. 154.1984 p. l61.

As can be seen, annual labor productivity growth in indusiry was substantial in
the 60%s at 5% and increased in the 70's until 1978 to 7X%. However, both series
zhow sharp declines after 1978, with the result that productivity todayv is proba-
bly no higher than 10 vears ago. However, labor productivity indicies after 1978

are somewhat misleading since Polish economic policy is to maintain full employ-

ment even in the face of falling output.

Comparing productivity levels between Poland and the West is even more proble-
matic because of uncertainty concerning the real exchange rate. Using the most
censervative exchange rate of 20 zlotys per dellar, 1978 output per worker in man-
ufacturing was $25,300 in the U.$. and $10,000 in Poland[8]. Remembering that
this was Poland's best vear, we still find productivity only 40% of the U.S. lev-
el. Under present conditions, the comparisen would be very much worse, if indeed
it would be meaningful at all. In summary then, we can see that Folish productiv-
ity rose sharply in the é0s and 70s. and then fell egqually sharply after 1978,
but, in anv case, never attained levels comparable to the advanced Western acono-

mies.

The leve)l of productivity and efficiency in an economy is fundamentally influ-
anced by the general economic setting, in Poland's case the central planning mech-
anism. In an excellent paper, Professor Michael Wozniak of the Krakow Academy of
Economics has shown why the Pelish economic structures have produced such dire re-
sults[9]. In the first place the central decision makers tend to emphasize the
maximization of the growth of ocutput while ignoring the allocation of resources.
in Poland this resulted in a very strong investment program usually at the expense
of consumption. This is sometimes justified as following the necessary "law" of
faster growth in Department I (means of Productien) +than in Department IT (coen-~
sumption goods})I101, This situation is accompanied by relatively limited consumer
choice. These rapid accumulation programs were funded first in the 60's by reduced
consumption and later in the 70%'s by foreign borrowings. This macro policy of em-
phasizing growth and accumulation can lead to a bigger but not necessarily more
efficient economy. The central decision makers can see their goals met, but the

system does not generate any feedback information about waste., unsatisfied consum-

er preferences,; or uneconomical relations between firms or enterprises. Thus the
Pelish economy grew until 1978, and anly a minority of economic planners were
aware of the impending ¢risis. The extreme centralization of economic decision

SDURCE s
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$::1:?f:§:n:n§hi:a;?:ycegt:; produced plans but received lit
" o] e implementati
T on af those pl . i i
feedback means that the questions of productivizgsand :zg:azzntriilzaflon
C efficiency

canno e and e not lnvesti t med ted th el 4 -
t b were gated and =)
la at =] lannin level, he obwvi

ter 1980, was a decentralization of economic decision making

tle information about

tiv::;lzﬂde:$2§2;:ngiagg1:3 als: precluded serious att
- e enterprise level, Fi
surpass their go irms were encoura
the enterpri5991:3:1Ofa:u;::t. The tendency for expansion was thugeiefgf2$e£dENd
their operation.  Cost minimetisse . their fortunes correlated with the oo of
tion, and in addition " ?}:allzatlon was not an effective constraint on aer
als and labor, determin:da-l ¥ was often sacrificed for volume. Costs of Aroduc-
wore set to accommodetn th;n th: center, were simply passed through: -i : maf?rl_
firm as well ae the ecanomy COST:;s an:f:gt?uttmaximization became the énél :;1:§:
productivity w M S icien use of resource
of its structui;? S;:n:?§°P_concerns &t the enterprise level. I: Zﬂsm::e IEVEI of
ductivity,  Indeed)  the achieoiond could not be sensitive to efficiency and proc
some disincentives for effg itrariness of the center's choices probably a: foed
distorted by enterprise behCJ?nCy. Further, measures of productivity z D;jGEd
drive to maximize output :v1ur such as wasting underpriced resources au be
The general setting for th:neff?:::z:e :Iln:::'centerls arbitrary pricing ;211233
ing levels of productivity was lacking in the ;ggi:: ::f:ggseifazgoﬁszzioping e
planning.

ention being paid tgo Produc~

It would be wrong to
conclude that an i

hecessarily sootf emphasis on growth and 3 i i i
Teoioarily tgi::jl::‘ absencg uf_concern for efficient allocatigsusirlallzatlan
o1t Efficioc, alloz::iodomlnatlon of economic activity which prodice;eiﬁerces-
f i n In an economy th i mensl

decentralizoss . v e slze ¢of Poland r i i
reconera centp:gi;:tTany econnmac_decisions, but political conijgirsi :ubstantlal
nay recult more oot g:.ﬁf'I? Politically dominated centralized economi o ecopumy
Profits underconmen, erficiency than, s5ay, overproduction, a Fall?s’ e ot
onomic rerorn " sum thon; etc, The response to a crisis of inefficien v is anenr
sions and more attent?se reforms which usually eall for decentralizat?y oen e§-
ineffectually impl i°2 :D costs andsor "profits" are typically h1°2 Tivegcar
emente a@cause they i iy ived or

of the seamemy S s are contradictory te the it]
vy which the ruling class conducts the accumulatiosugiﬁlcal[iu?tr°1
cess[11].

o .

incr::g:fczs?tm;st direct and obvious wavs te increase
ital per waorker Polish i

: s . . plannin

aw this as the primary factor in developing ?;cre

worker productivity i

e . v is te
w1§h its emphasis on investment,
as5ing productivity.

Table 2
Index of Capital Per Worker in Industry

(Constant Prices: 1977 1870 = 1g6)
1960 1985 1970 1975 1978 1980 1981 1932
Ind
ex 68 80 100 141 189 210 218 237

% Change 18 25 a1 34 11 4 8

RS: 1979 PP. l44 158 RS 1982 Pp. 18 192, 1RS: 1984 pp. 39 45,
» ¥ -] 2 s 8 1 145
?




-466-

As can be seen from Table 2, the increase in capital per worker has been sub-
stantial, with workers having more than twice as much capital to wark with in 1981
as 1970. Throughout the decade capital per worker rose at an annual rate of 7.7%.
It is interesting to compare these figures with the growth in labor productivity
in industry in Table 1. In the first half of +the decade, productivity rose
slightly mere rapidly than capital per worker; but from 1975 to 1978, even before
the crisis was overtly visible, productivity was growing at a2 much slower rate
(5.8%) than capital per worker (10.3%). In this pericd even though capital growth
sccounted for mest of the growth in gutput (workers in industry increased only
1%) it would appear that substantial amounts of the capital were wasted and had
only a limited effect on output. It is clear that after 1978 when output began to
£all, capital growth was wasted. This is clearly illustrated in Table 3, which
shows the output-capital ratio or average productivity of capital to be declining

after 1975.

Table 3
Index of DutputsCapital in Industry
1960 1970 1575 1978 1980 1981 1982
Index 100 111 117 104 87 70 65
% Change 11 5 -11 -1é -20 -7
SQURCE: RS 1979 pp. 135, 1583 RS 1982 pb. 174, 192.
MRS 1984 p. 132, 145,

vel the results are even mcre striking. All those sectors

At a3 disaggregated le
jcant declines in capital productiv-

which had a high growth of capital show signif
in basic metals Q/K fell 27%; nonferrous metals - 25%;

ity between 1975 and 1%78:
machinery - 16X%; engineering - 6%, precision instruments - 3%; transportatien
equipment — 10%; and electronics -7%f1z21. These include most of the "modern® in-

dustrial sectors.

A final consideration in productivity growth is the guality of labor. Dbvious-
iy the productivity of the Polish economy depends in part on the education and
skills of the work farce. While it is not possible to offer any serious quantita-
tive measures; it may still be observed that the Polish werkforce is not highly
skilled in a general sense when compared to most Western workers. Several factors
account for this. First, +there has been a large rural to urban migration within
Poland since World War II. In 1946 over 2/3 of all Poles 1lived in rural areas.,
whereas today 60% are urban., The skills and productivity embodied in a rural life
are not often easily adapted to the urban setting. and conseguently the ability to
work effectively with modern technolegy is constrained. Poland has generally had
a shortage of skilled industrial workers: and enterprises often compete for thenm
with high salaries, housing and other benefits. There is a serious guestion as to
whether the Polish labor force was able +o take advantage and wutilize fully the
new technology imported so rapidly from the West. Thus, the additional productiv-
ity implicit in the imported capital may not have been realized. .

sen up the labor market for younger workers, a special

Recently in order to loo
workers. The respanse

early retirement on favorable terms was offered to oclder

SOURCE :

small (average size is less th
an 10

ods of production. eia)
cities,
farming which indicates h

i ow poorly that sector is
:ust }nstancgs average praoductivity is higher Ehamen
Sp?clal?y.hlgher prodyctivity of capital in the
of its limited use there to date.
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xziilg::rwhe%:ing agd now mang -skilled positions in factories and offi
underdevélopmentp;: iﬁz gzlgf:1cie:t allocation of labor is as vet unsnlv::es The
d m is abor force is a resul i )
underde C b sult of an accu
Ccntribzigzsize:hlnvestment in constant capital but not human czpiziitlun moée}:
o e low productivity of the Polish economyl[131 s 8nd this

are

THE AGRICULTURAL PROBLEM

Poland has traditionall i
013 3 v been an agricult
5uff1§1ent with some surplus for export. oot
mgst JTport substantial amounts of grains
situation is the direct
leadershiplia],

nation and was generall

" y self-
:n:aytioland is not self-sufficient and
_and other food products. This
result of the political economic decisions af theu;:§22:

In the immediate post World W ind
ar II period ther imi -
stben L 1 I e were some 1i i
att t:::rtﬁuﬁgilect1v1?e Polish agriculture. But the peasant trngzgo:nd abO:tlve
A o ner um rgozzziéen:n:oigcafte: i956, there were noe further attempzzsoi 2229
v tion. v until recently has f i i "
2ot " v avored th
and :::ri:in:t:gg:galpst.:he privagte farmers, but growth in aZr?gzi:iizgdpisjtor
priority. The planners fav i i ard
: ) Y T ) ored heavy ind i
S::pezg;:;:}tural sector wlth millions of backward peasan:sussgiﬁlzzaglon" o
shaped 5hﬂ;ngas 2ffe;ed dim prospects for rationalized control. Thzari IlbeH
ons rocoyon ® ?;gsy stable output in the 70's and declines in the SU'SU t5_1n
n B The share of agriculture has remained constant aftz; 1;;§h

Indices, Net Material Produzzb::quet Agri
gricultural Production
1270 = 100)

1965 1970 1975 1978 197% 1980 1981 1982 1983
Ne;rS:ferial 75 lgo 15% 185 181 169 149 140 148
Ne;rggf. r1o7 100 103 110 143 o1 95 91 160
Agr.% of GNP 42 34 26 26 26 26 27 27 27

Net Mat?rial Product MRS 1984, p. 5é6.
Pro#uctlnn Occasional Paper Neo. 76,
Opcit p. 21. Agr,

Net Agricultural
Research Project
Share of GNP Opcit, OP-75, p. 11.
T * i
oday about 75% of agricultural Iand is privately owned The farms are

v A . very
undercapitalized and use archaic meth-—
as ygunger people Bave migrated to the
are still more efficient than socialized
i Table 5 shows that in
in th? non-socialized sector, The
Private sector may be the result

. Most farmers are ocld,
Given all this, private farms
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Table & ) )
Productivity of Land. Labor and Cap%tai in
Socialized and Private Agriculture in 1%81

Land Laboyr C§pital
Yields/Hectare Tans/Worker TongsMill. Zlgtys
Soc. Priv. Soc. Priv. Soc. Priv.
Grains 25 25 3.2 3.4 T+0 13.5
Potatoes 178 190 2.9 2.9 6.8 392.0
Sugar Beets 288 352 2.6 3.2 6.2 12.8

SOURCE: RS 1982 pp. 245, 257, 262.

The agricultural production problem has been campounded ?y thz St:te'spz;iz:ng
ici i i toward these policies. n order to
policies and by public attitudes e or . oMot e
i j i i vide adeguate nutrition for all.,
more equal distribution of inceme and ta pro e s rate
i levels until fairly recently.
ontrolled food prices have been held at 1low ) . m
5960 to 1975 controlled food prices rose only :2%. _However; th:iz ﬁ:ﬁizgiczzczzze
t was running an enarm
ated zeveral problems: 1. The governmen A Sricat hecouse
i il prices; 2. Low prices resulte
it had to pay farmers more than retai e . X :
demand, tueues, and perhaps excess consumption; 3. Bléck markzts dﬁ::igpzd;nd;_
i d opposed any increases. i
People came to expect low food prices an ) " ) b -
catZs the pattern of food price increases in the spcialized market and in the pri

vate market.

Table 6
Food Price Indices 1970 = 100
1975 1978 1980 1981 1982 1983
Socialized Mkt. 104 120 163 165 G351 485
Private Market 137 204 281 435 775 777

SOURCE: MRS 1986 p. 252.

price increases in the private market indicate the inade-—

AT S0 Only in 1982 and 1983 did socialist food

uacy of the state food price inc¢reases. ) d

:ric:s rise faster than private market prices. At t:e presint tizs,nozrzziitzzz
i ially without notice, and this tends to create &

P e that stores are greater than ever. The state's

ith the result that shortages in the r
:ttempt to rationalize food prices is still half—hearted_and ccnstralnei bz ;;i
Pole's attitude based on a long tradition <of low food prices. Thus almos

foud price increases have been accompanied by wage.in§reases_(51% in 1982 and 244
in 1983) which negate the impact of prices as a ratiomning devicell5].

of Polish agriculture has lead to a large increa:e intfzndlggg
i d for 13% of all imports bu v
ducts imports. In 1970 food accounte i
::oiazrilx of a substantially larger base. In contrast, during the same period
food exports fell from l4% to 8% of total exports{l161.

The stagnation
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The agricultural problem in Poland is severe. It has affected all parts of the
economy and population. By ignoring agriculture and discriminating against the
private farms which provide the bulk of agricultural production, planners have
created an economic chaos which rivals and probably exceeds that of +the planned
sector, In 1983 the government announced a program of agricultural reform direct-
ed primarily at the private sector. The goal is to reach self-sufficiency in fcod
by 1985 by 1. A  20% increase in the ©production of farm equipment including
175,000 new tractors, 2. An increase of farm investment to equal 1/3 of total in-
vestment over the next 3 years, 3. A new svstem of prices and taxes presumably
providing better incentives and more rational production and consumption, and g4,
Improving amenities and services in the rural areas[17]. Aside from whether or
nat this program can be implemented, it mav be flawed in concepition. It is doubt-
ful if the agriculture system as presently-constituted can efficiently absorb all
these new resources. It seems g provide an uncomfort&ble parallel +o the impor-
tation in the 70's of advanced western technology into an economy whose structure
could realize only partial benefits from these new resources.

IMPORT EED GROWTH: THE DEVELOPMENT STRATEGY OF THE 7@'S

After the 1970 woarker rebellions over food prices and general political and ec-
cnemic conditions, the new leadership under Gierek reasalized +hat It could no Ilong-
er promote industrial growth at the expense of consumption. They devised the
strategy of the 70's which was to import western technology using foreign credits.
The increased productivity weuld raise output and zlso provide the exportable
gouds to repay the foreign debt either in kind or in hard currency. In addition.,
consutiption and real wages were to be increased. Politically this approach was
attractive since it took the pressure for financing growth off of the general pop-
ulation and conseguently took the political pressure off the leadership.

As the plan evelved, imports from the West increased sharply. From 1970-75 im-
ports from non-socialist countries rose by 128% but from 1975-81 they fell by 40%.
In 1970 dimports from developed capitalist countries constituted 26% of ali im-
ports, but by 1975 this proportion was 49% and it remained high through the rest
of the decade. However, by 1982 it had fallen back to 28%{181.

The data on imports from non-socialist countries in the more specific Y"new
technology™ industrial classification which includes electrical and non-electrical
machineryv, +transportation equipment and instruments show an increass from 1979-75
of 250% with import levels remaining high until 1978. By 1981, however, imports
in this group had fallen back to the 1970 level[l9]. In addition, the data in the
bottom line of Table 7 shows that the new technology idintensity of imports peaked
in 1975 and returned to previous levels after 1973.

Another form of technology import is the purchase of licenses fram the West to
froduce western goods. The purchase of these licenses rase sharply after 1970 and
remained high until 1976 but bv 1981 had fallen to zerol[201,

Table 7 also shows the course of trade with the developed non-socialist coun-
tries. The originally anticipated negative trade balance cantinued well bevond
the time when increased exports should have created a positive balance. Further-—
more, the declining negative balances and finally the positive balance in 1982 are
the result of decreased imports since exports also declined.
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was renegotiated and deferred for 5 to 10 wears; but the burden on Pealand's hard

Table 7
currency earnings, which are themselves uncertain, will be enarmous

Trade with ﬂeveloped_Non—Socialist Countries
The failure of the import led-export financed plan has left a number of seriaous

1960 1970 1975 1978 1980 1981 1982 i 1
9 ?r:blims %n the wake: incomplete projects with mounting costis and los H
llioms ;:y:zn:yiimzii::::: resu%ﬁlng in substantial wastes and a foreign deizs;huizt?;_
- . . ¢ s n. e main cause of thi i i i ici _
in millions of exchange zlotys zlotvys :te? Wlth the highly centralized planning mzzh::;i:re lih:hia;ZEfflcie:CY Sontral
ecigion makers to receive or heed suffici ; _UPE h e gemantal
Imports 1775 3721 20539 20636 20402 15039 265,000 structural imbalances developing after J;;igtrzzsjzzzkiconzﬁrnlng meamaodmentes
3 : 1 n e i
counterproductive import policy well beyand the collapse bESE:;E::ncsn 0§9;2e

Iﬁ:ugg':hzeﬁzligz.1nA?in§;a:h::: :ﬁoz§2:ib$e' its form and magnitude in Poland in
eére exacerba

:zieb::k:;:‘wgzip:nse: to Polang's political crigis, e:s:cgglﬁsszi;:rgggggnmengi‘

Mo Y the Mhess :n: :::pt to_lsulate the Polish economy which had béen tr;ing ti

O e o laeyt ong ue now in a state of crisis could only expand %hat crisis

and fores i see greater suprrt from the East. The balance cof trad i
countries in Table 7 shows increased dependence after 1978. rade with

Exports 1582 4028 168768 13984 17863 13136 309,000

Balance -193 zp7 -9771 -6654 -2570 ~1%03 +46,000

Balance with
Soclalist -477 -BZ8
Countries

1385 ~269 =33%92 -—7568 -39,000

., . » . . s e PROBLEMS AND REFORMS
Toda i i
it i: d:p:gj::z z: go::rznted with several deep contradictions. Internationall
B S iemandert on o ast and Westf though in quite different degrees and wa 7
PO Y itn it iuverned by an elite which is essentially anti-democratic an
hopes to rema lead:rs:?ﬁ- T;z geniral population does net have much confidenceagf
> » spects it of being too d i
e ominated opr dir
Sovie :; Cz:groitzgzgizywz:fs : more democratic political structure QCtizebzt:::
e 0 e W is democracy is develaped. Stiix th . i
g:;i:z is freer ?o;ltlcal discussicen and possibilities of wid : lega?y DT o1t
nce in political life. or participation and

¥Elect~mach imports from non-socialist countries over total

imperts from non-socialist ceountries.

source: MRS 1983 pp. 2p02-204., RS 1982 pp. 308.

There are several reasons why this strategy which appeared so0 promising in the
first half of the 70's failedi2id. First as already discussed, the highly cen— -
tralized Polish planning model did not lend itself to the adaptation of new tech-
nology whose goal was increased efficiently. Thaere was no way to know if the new

technology was being used efficiency. Another structural problem related %o the Economically people

poor planning of the agricultural sector. The low output levels in agriculfure bated by the fact that wantlmore ?“t there is less to go around. This is exacer—

necessitated increased imports and reduced exports, putting additional pressure ©on austerity is seen as a peaple don't trust +the government, so that anv program of

the balance of payments. Second, the rate of new technolopy inflow was too rapid ; cient in all the ways aTiZZ: OZ control and manipulation. The economy is ineffi-
for its successful adaptation. In addition to the sheer magnitude of the problem, tary system has an un 1 v ?scrlbed. Because of state manipulations the mone-
the skills and capascities of Foland's labor force as discussed above served to pressad. ®Ragl" wage;ezndqua}Jty. There is inflation, suppressed and unsup
w capital. As a result, facilities Dyt ) prices are not real since -

» prevailing prices. Zlotys accumulate and depreciate iﬁngnszggztatuy goods at the

vy savings, and

slow down the productive integration of the ne
which were supposed to be producing after three years might take five
longer to come on line. fhese delays affected both interindustry deliveries and
These problems tended %o multiply as the expansion contin-

years ¢r bl i i
ack markets are endemic. Finally the foreign obligations saddle this unhealthy

economy with significant additional burdens.

production for export.

ved. Another problem was that the imports were not t@rgeted properly to produce When we look for soluti L.
competitive exports and as a result failed to be self-financing. The recession in haps revolutionary chan ions it is hard to be optimistic. The fundamental, per-
the West meant that the demand for Polish exports declined just when they became regime is simely anoth ge necessary does not seem to be forthcoming. The present
available. As the eceonomic crisis in Poland advanced, imports for waintenance and avoid the mistakes of ;T version of all those which preceded it. It will try 20
Tepairtoftthe new technology dried up and this had a compounding effect on declin- the power of those goveiﬁSZﬁt:nd Gngi:a;hbzt i: seeks to reestablish and maintain

ing outpukt. s - . A . a e pros -
.:g;?c:;: i;z;;:d;altbls difficult to see how econoEic Zzgzit::;i;::;uzoiitizsl Te:
The international financial problems which resulted for Poland are well Known. trol through polit? i realized. The Polish ruling class maintains eccnomic ilg_
Initially Western bankers with a surplus of petrodoilars were eager to lend what- then the economic S:iUCtzﬁ:eE;nnuithhat political power is not ¢ be dispersZ:,
e greatly altered. Worker®™s control, for ex-

ever Poland would borrow. Debt to the West increased 20-fold in the 70's and cur= - ample, would b i
P ¢ an intelerable contradiction for such ¢entralized political pow
er.,

rentiv is about $25 killion. The 1979 debt service to hard currency earnings ra~
tig was .94 and by how is greater than 1. The major part of the debt to the West
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of the economic reforms passed by the Party at the
the process of being implemented since January
1, 19827 The reforms call for a decentralization of economic decision making
which would involve enterprises and industrial unions. In the short run, the de-
cision-making powers of the industrial unions will be marginal at best. The au-
thorities are in the embarrassing position of tryving to persuade
the new unions. By 1983 out of workforce of 16 million, reportedly 3.2 million
have joined. In caontrast, Sclidarity claimed 90% of the workers.
are skeptical of the independence and validity of
wait—-and-see attitude.

What then are we to make
Ninth Cangress of July 1981 and in

Enterprises may now have more autonomy than before. They can increase and de-

crease ocutput;
they canh receive a license; Iinvest on the basis of bank credit but
limited; and choose product lines. 1t is difficult to evaluate
since they have been started in & period of crisis, but the results so far are not;
Same critics say that they are insufficient and that de facto con
rests in the c¢enter. Others peint out that the enterprise pricin
a cost plus basis and believe it is too weak to result in an effi
resource allocationi22]. It contains too

encouraging.
trol still
scheme is on
cient program of
cost control.

With regard to the reforms proposed for agriculture,
probably will raise the 1level of agricultural output,
efficient.

dependence an food imports it is hard to
ciency in food by 1%85. The shoring-up of a basically reactionary peasant class

can hardly be a long run socialist development strategy. However, at this time,
the government and the state agricultural sector are both so discredited that any
plan, even a balanced and rational one, to expand agricultural output through this
sector would meet substantial public resistance.

Lut may net be especially

take seriously the goal of self suffi-

Poland®s international trade and finance picture is net too bright either.
Given the present U.S5. anti-Polish policy, it is easy to imagine a shift in Po
land's international ties: mare trade and borrowing from with the
and cautious relaticns with the West.

The Palish leadership ¢alls for austerity, an end %o corruption,
worker discipline as necessary for ending the economic crisis. Without confidence
in this leadership, the Polish working class views with a kind of sullen hostility
this program which it wmay see as just another scheme to hold a contradictory set:

of social relations together.
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