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COMITE POLITIQUE

RELATIONS ECONOMNIQUES AVEC LA POLOGNE

Projet de Rapport

Au cours de sa rdunion du 20 février 1957 (C-R(57)10,
Point VII), le Conscil a invité¢ lc Comité Politigue a étudier
1la question de 1’ailde éconeomique & la Pologne.

Le Comité Politique a examiné le probléme gqui lui était
soumis et a estimé que la question de 1’aide économique a la
Pologne pouvait difficilement &tre dissocic¢c de celle des relations
économiqucs avec ce pays. Dans ces conditions, il a rectenu & 1’in-~
tention du Conseil les €léments d’appreéciation suivants :

a) En dépit des incertitudes qui pesent sur la solidité
ct la stabilité au Gouverncrient de !, Gomulka, laes pulssances
oceidentales ont intérét 4 voir ce dernier rester au pouvoir.
Sans doute M., Gomulka est-il un communiste doctrinaire. Toutefois
mrertaines mesures limitées de libéralisation ont été prises sur
1r: plan intérieur ct, d’autre part, le Gouvernement polonals
a acouis une vlus grande indépendance vis-a-vis de 1’Union
soviétioue et cherche 4 développer ses relations économiques et
culturelles avee 1’0Cuest,

Toutefois 11 n’y a pas de raison de penser que les
dirigennts soviétiques soient préts pour le moment A4 permettre
24 1la Polopgne dc¢ rcprendre une compléte indépcendance vis-a=-vis
du blon soviétique, ni quc M. Gomulka a 1’intention pour le

moment de pousser son pays vers cetto indépendaince.
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) ©n dépit du vot: de confiance gnasi~-unanime obtenu
lors des ¢lections de févricr par I, Comulka, la position
rolitique de ece dernier s?affaiblira sl no amclioration
n’intervient pas sar le plan Jeonomiaus, La situation ccono=-
minw: présente de la Pologne est en cftet precnire (voir «n
annexe 1o docuricnt primard por 1o Section eanomigie de 1
Division Deonomic .t Finanaccs). Les ocndtses nosont nombrouses 3
insaffisance de matierves promidres, irsuirisznee de la nrocuc-

tion notwmment de charbon, roalcntissement doe 1’activive
indactriclle t dc 1?aprrovisionnennt cn produits aorleoles,
cede Lle fde salsires irep élevéce, Pour absorbter cetic aufnen-=
t.iion au pouvoir d’achat, lo Goavernaient polonais o reauit
oot ieo stinsements ¢t acera senciblewent les imporiations de
ronsOMe:tione Li sitiution de la balance des paicrients
gl Gteit adgh diftieile s?en trouve agEravée sans qu’unce me-

nacc d?iaflation soit €cartd..,

¢) Lo premiocr Seerdétaire du Parti a derrnndé un nouvel

,..
—
b‘d

cTr
ra
;'\

; compatriotes, mais 1l a ¢galenent souli~ne la
néecsnité de 1’aide dtrangere. L?annulation dus dettes envers
1°0.%.3,5. ¢t lg prit sovidtigue de 700 mdllions du nlotyvs no
sont gque des palliatifs insulfisants ot 1a Pologne :oit faire
appael o d?antres pulssancues.

4) Los puissances occldentales semblent avolr interlt o
appuyer sur le plan Cconormicus 1 7expérdiccce de I, Corulka
afin de permettre 4 celui-ci non pas tant de roedresser 1’ec0no-
mie de son pays que d’evieer 1’effondrument des bascs de 1a
vie Ceomomique qui forait sombroer son Gouvernement ot purmet-
Lroait B 1?Union sovictique de wreprendres wi contrdle counlet
sur Lo Polosne. Llles devraiont done accepter leg esures

utiles pour faciliter 1’oriuntation Gu convicres extéricur
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polonais vers 1°0uest ot, & ccetie fin, chacune sclon ses
possibilitdas, offrir & la Polognc de dé¢velopp=2r des relations
comnicreinles qui pourraicnt cormorter des avantag:s commarciaux
Lt des Facilités allant jusqe?’l 1’octrol de crddits & court ot i

lorg terie. Une assistince cceconomique ot tecehnigue pourrcit

mime Otre envisapoo ai le Gouvernenment polonais 1 demandait.

) Cotte politigue cconomique des puissances occldentales
W 17 pard de la Pologne devrait ccependant 8tre soigneusenent
cauntde pour corruspondre aux sculs besolns dc la Pologne. Il
ne feut pos perdre de vue en effet que co pays conserve un
nouvoernenent communiste, gu’il a wn commerce important avec
l¢ bloe sino-soviétique ot nu’il est douteux que 1’Union
sovistique lui laisse en définitlve regagner une indépendance
rompléte sur loe plan éconormigiue. Il est done récessaire que les
avantages conscntis, tout en ctant sulfisants pour eviter
194 rfendrercnt du Gouvernement Gomulka pour des raisons écono-
niqu.s, ne soiunt trop ménércux ¢t ne puissent profiter ci
derinitive & 1%ensemble dn bloe sino-sovietigue,

f) Pour dc¢s raisons psycholoringues .t dc provagande 11
faadra merqgier qi’on adoptant une telle politique dconomique &
1?Spard de 1a Pologne, 123 nmilgsances occidentales ont tenu
Y omontrer 17intérdt qu’elles portont au peunle polonais,

g) Lus consdéquences que pourrait entrainer 1 politigue
Coonomique des nuissances occidentales 4 17¢pard de la Pologne
an repard des contrdlus de produits stratépgicucs seront le cas
Sehéant trodtées o sein da COCCH,

n) La position dos puissnnccs oceldentales wn ce qud
concorme leurs relations ceonoriques avee la Pologne ot 1’aide
Leonomique devrait Stre réoxamdneu selon les développements qud

P

intepvicndront cans la situation de ce payse

4 do Chaillot )
NATO CONFI]?_@EI‘_IE}L
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THE ECONOMIC SITUATION IN POLAND

Summary
1. Poland's present economic situation is difficult, with

little hope of improvement. As a result of territorial shifts and
postwar industrialisation, Poland has changed from an agricul tural,
grain-exporting nation to an industrialised country highly dependent
upon foreign trade. This has been schieved at the expense of the
siandard of 1living of the Polish people who are badly housed, have
few luxuries, and must struggle io provide a bare subsistence diet
for their families. The export of coal has become the principle
means for obtaining foreign exchange to pay for the greatly
increascd import demands arising from the changed economic structure
of Poland. But exports of coal have been falling, as greater
internal demands for fucl swallow up a smaller output of coal.
Incentives in the form of higher living standards, to help increase
coal output, call for resources which compete with the industrial
nceds of the country. The balance of payments situation will
beecome more difficult in 1957, and this will be aggravated by
inflation engendercd by wage increases given to ward off political
agitation.

2. Recent measures by the Polish Government to stimulate
private enterprise in agriculture and small scale industry, will
not be effective for some time to come, and to this extent, Poland
will reguire outside assistance. Loans from the USSR and cancel-
lation of some Polish debts by Russia, have not in reality improved
the Polish position. Poland is attempting to raise credits from
Westernfcountries, particularly from the United Kingdom and the
United States. The United Kingdom will not at present grant any

loans, while the United States viewpoint is not known.

-5~ NATO_CONFIDENTIAL




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO CONFIDENTIAL -6-
ANNEX to
AC/119-77r/28 (ievised)

Economic background

3 Recent announced changes in e¢conomic policy in Poland,
in particular, the revisions of the 1956~1960 five-year plan, point
up the scvere economic problems which have been developing since
the ¢nd of World Wer II., The efforts of }ebuilding war devast-
ated arcas, of establishing heavy industry at the expense of
consumer goods industry and agriculture, and of imposing heavy
defence expenditures on the country, have all combined to keep the
standard of living of thc Polish pcoples at very low levels., A
study published by the Zconcmic Commission for Europe,(l) and based
on official Polish sources, demonstrated that the majcrity of
workers in Pcland did not earn enough tc provide for their basic
nceds, and that hardships could be avoided only by the additionsl
incomes of other wage earners in the household.(2) It has been
reported that there are over 300,000 uncmployed in Poland, and it
is not likcly that this situation will improve in the near future.

L The cconomic structure of Poland has been greatly changed
sinec 1939, partly duc to territorial shifts. The loss of grain-
growing arcas in the cast to Russia; was partially 6ffsct by the
ncquisition of' a rich coal arca from Germany on the western border.

Lolicics adopted af'ter the war alsc affected the economic structure,

(1) Econumic Bulletin for Burope, Vol. 8, No.2, August, 1956, page 38.

(2) The position of the Polish worker vis-A-vis workers in other
Communist countries is shown in the same article:

Number of subsistence food baskets purchasable
with one average wage

Country No. of Country Nc. of

baskets ‘ baskets
Eastern Germany Lel Poland 3.1
Czechoslovakia 3.9 Bulgaria 2,9
Soviet Union 3.4 Rumania 2.7
Hungary 3.2

NATO CONF'IDENTIAL -6




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

e NATO CONFIDENTIAL
ANNEX to
AC/110-Wp/28 (Revise:

a8 planncd increases in hecavy industry and a drastic shift in
fcreign trade towards the USSR and 1ts satellites, were accompanied
by lagging agricultural output. Thus, whereas prewar Poland was a
prcdominantly agricultural country which exported grain, meat,
mineral fucls and timber, which imported industrial materials and
manufactured gnods, and which conducted nine-tenths of its foreign
trade with the West, postwar Poland was more heavily industrialised
and far more dependent on the Communist bloc for its foreign trade.
While less than onc-tenth of the prewar Polish labour force was

in industry, the postwar ratio was at about one-third. By 1954,
only 30 per cent of Polish trade was with the West, although a
substantial change has taken place in the past two years, and in
1956, L1% of Poland's trade was with the West.

5 The economic and geographic changes in Poland have led teo

& greater importance of foreign trade in the cconomy. Whercas
exports were only 3.6 per cent of the Polish gross national product
in 1937, by 1953 the percentege had riscen to 6.5 per cent, and is
undoubtedly higher for more recent years. At the same time, the
composition of exports changed markcedly, with coal, timber and
machinery being the most significant items. The growing importance
of machinery, mainly the simpler types, has been reflected in a
sharp incrcease in thc past few years in the share of Polish trade
to underdevecloped areas, which amounted to about one-qguarter in 1955,
Timber exports have been limited by lack of modern transport, as
well as by problems of conservation. The rise in coal exports, on
the other hand, has been limited by incrcasing internal demands for
industry and by lack of incentives for the mincrs. Nevertheless,
exports of coal have grown in importance, filling the gap caused by
the failure in the postwar agricultural programme, and the terri-
torial shift. Poland is today a net importer of grains in contrast
with the prowar position. The sharp changes in the composition of

Polish trade are shown below:
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Percentage Composition of Poland's Foreign Trade

Exports Imports
1938 1955 1938 1959
Raw materials L5 65(1) 54 52
Equipment goods o] 13 23 31
Consumer goods 13 7 10 L
Foodstuffs 2 15 13 13
ISB IES 100 100

(1)47% for coal and coke, against 19% in 1938.

6. The changed structure of the Polish economy and pattern
of Toreign trade has led to larger imports of food, to make uplfor
losses due to lower agricultural output; to greater needs for raw
materials such as iron ore and cotton to meet the expanded indus-
trial capacity, and to increased imports of specialised machinery
for industry, mining, transport and agriculture. Payment for
these srecater needs could be effected only tﬁrough a decrease in

imports of consumer goonds, but particularly by a large expansion

in exports.

Poland's dilemma

Te The dilemma‘of Poland is that the resources needed to
provide incentives competé strongly with those needed to strengthen
the economic base. The economic situation will be alleviated by
modernising industry and transport, which will require larger
imports, which in turn can be paid for by larger exports of coal.
However, unless more incentives are provided to the miners, by way
of increased auﬁplies of consumer goods, it is not likely that
production will be raiscd significantly.

8. Furthermore, the economic situation in Poland is highly
inflationary. As a by-product of last year's political agitation,
wage increases have alrcady becn granted to 2 million workers and

other increases are pending. The wage bill has risen 15% over the

NATO CONFIDENTIAL -8~
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past year, and it is clear that the government cannot hold the
price line., Gomulka has called for restraint by the workers in
their demands, and has painted a dismal picture of their future,
pointing out that increases in their living conditions will be slow
and small. The government has arranged for sharp increases in
consumer goods imports, to meet the immediate demands of the
workers, but it is evident that the long-term outlook for the
Polish workers 1is bleak.

The coal situation

9. The recent announced changes in the five-year plan show
a decline in coel producticn in 1957, which follows upon small
incrcases in the past few ycars. At the same time, e xports have
been falling as internal neceds for coal, aggravated by the ineffi-
cient use of power, have been rising.
The Cosl Situation in Poland

Production Exports
(millions of tons of hard coal)

1950-1955 average 87.2 25.0
1954 91.6 21.6
1955 9h4.5 24.3
1956 95.2(®) 19.7
1957 (plan) 93.0 11.0

(e) = estimate,

Wage increases have been granted to the miners and the number of

Sunday shifts has been reduced from 23 in 1956 to 12 in 1957, with
a complete abolition planned for 1958.

The agricultural situation

10. Changes rcecently announced to attempt to increase

agricultural output are as follows:

o NATO CONFIDENTIAL
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(a) Farm collectives arc allowed to disband. This
may increase output, since productivity on private
farms is one-fifth higher than that of collectives.
However, it appears as if the efficient farms are
disbanding, with the inefficient ones anticipating
state subsidies. The number of farms in collect-
ives has bcer sharply rcduced in the past few months,
from 10,000 units to 2,000 units, and very little of
Polish agriculture is presently run by_cqllectives
or state farms.

(b) A reduction in the amount of compulsory deliverics
to the state by fafmcrs.

(¢) An increase of ioo% in the delivery price of
cereals.

(@) Private farmers can now own farm machinery, and in
fact, the state has made available credits for
purchase of machinery.

11. Despite these changes, orly a small increase in agricul-
tural output has been arranged for in the 1957 plan, and increased
imports of meterials, including a $10 million purchase of surplus
US cotton, have been announced. The 1956 grain crop was not up to
the level of.the previous few years, and an increase in deliveries
from the USSR has been arranged to make up part of this deficit.

The 1956 sugar crop has been a failurc and delivery of 200,000 tons

to the USSR has been cancelled.

The balance of payments

12, The 1957 balance of payments situation of Poland will be
difficult. More trade will be done with the West, iﬁporta will
risec sharply, while the rise in exports will be limited. Poland
will attempt to minimise this problem by conducting its trade on
the cheapest market principle; this represents a radical change for

NATO CONFIDENTIAL . - - -10-
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a communist country which had previously given priority to

other countries in the communist bloc. A multiple exchange

rate has been set up for the zloty, maintaining 1its parity

with the rouble, but devaluing 1t to one-sixth of its former

value in Western currencies. Although all trade with the West

18 usually quoted in sterling and will not be affocted by the
devaluation, the cost to Western businessmen of trips to Poland

is now only one-sixth of its former level, and should be a stimulus
to trading relations.

13, To meet the needs of the 1957 plan, there will be large
increases in imports of some consumer goods and raw materials for
industry (over 100%), foodstuffs (38%), and other raw materials
and fuels (24%)., Exports of coal will be lower, although the
reduct;on will be in deliveries to the USSR and its satellites,
with the tonnage to the West remaining level. Poland has
insisted on payment in hard currency from Pinland on deliveries,
which previously had been made to fulfil a three-cornered arrangc-
ment between Poland, Finland and the USSR, to clear up a Finnish
surplus vis-a-vis the USSR.

4. It is possible that the proportion of trade with the
West in 1957 may rise to over 50% of total Polish trade. A trade
agreement signed with the UK for 1957 provided for a sharp incrcase
in imports by Poland, while France has granted a #28 millions credit
to Poland for purchase of industrial equipment.

Construction and investments

15. Revisions in the five-ycar plan show the proportion of
investment devoted to housing rising from 10.7% to 1lk.u%, and it is
expected that 183,000 apartment units will be built in 1957. Savings
derived from cutbacks in other construction will be devoted to
housing, but the overall situation will still be critical. Ochad
has stated that even if the goals of the five-yeor plan are achieved

-11- NATO CONFIDENTIAL
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"there will still be the very acute housing problem which today
haunts like a nightmare hundreds of thousands of families in
Poland," : | o

16. Thc 1957 plan provides for a 50% increase in the output
of consumsr gdurable goods, :including motcrcycles, bicycles, tele-
viaion sets and wire¢less scts. On the other hand, tnc planncd
increases in the textile and footwear industries arc generally below
those planned for heavy indusiry.

Encouragement to small-scale private cnterpriscs

17. Resulting from severe legislation, the number of small
scale ¢nterprises fell from 200,000 before the war to 94,000 today,
with those employcd falling more sharply from 1,000,000 to 130,000
persons. This legislation has now been relaxed, and more encour-
agements have been offered to artisans engaged in trade, repailr,
tailoring and baking. Charges instituted include more liberal
taxation, credit facilitics and allctment of materials and premises.

Foreign aid
18. Poland has reccived from the USSR loans totalling 8275

millions, consisting of': ‘
#100 millions in grains, to be delivered in carly 1957
#175 millions in roublec currency, to be drawn in 1958
and 1959.

At the same time, Russian ppstwar claims on Poland, amounting to

#500 millions have been dropped.

19. However, Poland is no better off after thesc concessions
than previocusly. First, the granting of the loans entailed the
cancelling of a 100 million rouble credit, granted in September 1956,
and payable partly in gold. Secondly the currency loan will noi- |
be drawn upqn for a year, and could be easily cancelled, as the
Russians recently did with the Yugoslav loan for an aluminium

project., Thirdly, other unused credits Poland had obtained from
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Russia were cancelled. Finally, the dropping of a #500 million
Soviet claim on Poland, does not even offset the losses incurred
by Poland in the past ten years, in the sale of coal to Russia;

60 million tons were sold at a reported price of #2.00 a torn, when
the world price ranged between $12.,00 and #22.00 a ton. Poland
may have incurred losses of from $600 millions to #1.0 billions on

this transaction, so that the Soviet concessicn was not altcgether

magnanimous.

20. At the present time, Folish negotiators are in London and

Washington seeking credits from the West. The United Kingdom will

not at present grant credits to Foland, and it is not yet known

what the United States viewpcint will be.





