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T I i 5 T E t o b e r , 9  

SUB-COMMITIXE ON SOVIET ECONOMIC POLICY 

ECONOMIC REVIEW OF INDIVILirJPL EASTERN EUROPEAN  COUP\TTRIES 

POLAND 

Note  by the  ChaBrman 

I n   t h e   s e r i e s  of  periodic  reviews of East  European 
economies? a meeting on Poland was held on 25th September,  1969, 
w i th   t he   pa r t i c ipa t ion  of experts  from  Francep  the  United 
Kingdom and the  United  States(  1). 

2. The attached Draft Report i s  based on these  discussions 
and  on t h e  Note  prepared by the  French  Authorit ies(2) The 
purpose of t h i s   r epor t  i s  t o  c a l l  a t t en t ion   t o   t he   r ecen t  
performance  and future   prospects  of' the   Pol ieh  economy and t o  
update   the  f igures   contained  in  the last r epor t  which was 
submitted  to the Council i n  July  1968(3).  

3. This draf t  w i l l  be   pu t  on the Agenda of the  meeting 
o f  the Sub-committee on 6 th  November? 1969. 

(Signed) Y. LAULAN 

OTAN/NATO T .  

Brussels,  39. 

( 1 )  For  a  summary record of  t h i s  meeting see kC/89-D/63 
AC/8g-\W/276 
C-M(68)32 
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SUB-COMNITTEE O N  SOVIZT ECONOMIC POLJCY 

ECONOMIC R 
__1_ 

Draft  Report (1969) t o  the  Committee O? Economic kd.visers ”P 

I. ECONOMIC P ~ ~ F O ~ J u m F i  “m 

l. By reason of i t s  s ize ,   populat ion and production, 
Poland is  the  most important economic u n i t   i n   E a s t e r n  Europe 
a f t e r   t h e  USSR, bu t   i n   ou tpu t  and  consunption  per  head 
perfornance is  p.ot p a r t i c u l a r l y   s a t i s f a c t o r y ;  i t  i s  ca lcu la ted  
tha t  if present  %rends  continue,  Poland will.h~:re the  lowest 
GNP per  head of a l l   t h e  COMECON coun t r i e s   i n   t he   s even t i e s .  
Judging by o f f i c i a l   f i g u r e s ,   n a t i o n a l  income (ne t   ma te r i a l  
product)  increased 8% i n  1968, whereas i n  1969 a r i s e  of 5;: is 
envisaged. I t  should  be  added t h a t  \’Jestern  experts  regard 
these  f igures  of growth somewhat exaggerated, and one group 
maintains   that   the   Poles   themselves   admit   tnat   the   real   r ise   in  
na t iona l  income i n  l 3 6 8  was o f  the  order  of 55. 

2, I t  i s  admitted t h a t  the  Polish economy i s  bese t  by 
a number of problems:  rapid  poplation  growth,  an  agriculture 
not   p roper ly   in tegra ted   in   the   res t  of the economy, inadequate 
proc?_uction of consumer goods,  inf la t ion,   an  inappropriate  
i n d u s t r i a l   s t r u c t u r e  and an unsa t i s f ac to ry   pa t t e rn  of 
investment,   Despite  the  recognition o f  the  need for change, 
there i s  an ex t remely   hes i tan t   a t t i tude  t o  reform on the   pa r t  
of the  régime. 

( a) Manpower 

3c: The severe  losses  of t he  war have been made good, 
Population,  which had f a l l e n  t o  ,24.5 m i l l i o n   i n  1949, rose  t o  
30.3 i n  1968. The natl lral  growth r a t e  was arouEd l 9  per  
thousand i n  t h e  period 1950-56, a f t e r  which it fell 
consis tent ly  t o  8.3 per  thousand i n  1969. Over the  years 
1965-76 the  ag:: grodp 16-59 i s  r i s i n g   a t   t h e   r a t e  o f  l .8$ a 
year and a f t e r  1975 i t  will r i s e  about l 25 per   year .  As a 
r e su l t  of t h i s  expansion of population  and labour i n  Poland,  the 
au tho r i t i e s  have  been  faced with the  need t o  provide many  new 
jobs every  year.  Their  policy of invest ing  in   expansion  ra ther  
than i n  modernisation  might, t o  some e x t e n t  , b e   j u s t i f i e d  on 
these  grounds, On the   o the r  hand, t he   i nc rease  i i i  employment, 
p a r t i c u l a r l y  af women, has  been  greater  than  planned;  the 
annual  incpease i n  labour envisaged in   t he   pe r iod  1966-70 W E S  
2.1%; i n   f a c t   t h e   i n c r e a s e   i n  1568 was 3-4%. Enterpr i ses  hzve 
apparently  found i t  i n   t h e i r   i n t e r e s t s  t o  take on alore IS’OOUP 
than the  planners   emsidered  necessary.  
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(b) m i c u l t u r e  

4, iL lmost  40% of t h e  t o t a l  P o l i s h  labour i s  s t i l l  
engagee i n   a g r i c u l t u r s ,  Lccordifig tro Po!-is& f igu res ,  which 
prob&?~y uridcrstate  the w z i g h t  of  t .h i s  s e c t o r  , agr icu l ture  
accouilts foj: somuwhat less   than  20; of the  net   mater ia l   proeuet ,  
About 60% of t.he l and  i s  s t i l l  in   p r iva te   hands ,  most of the  
r e s t   c o n s i s t s  of s t c t e  farms. Private  holdings  tend t o  be 
small: i n  1960 two-thirds wcre 1r;ss than 5 hectares ,   one- third 
lees thzn 2 hectaTes. The pr iva te  farms continue t o  be run on 
t r a d i t i o n a l   l i n e s  and the  plIoportion of e lde r ly  V J O E . ~ ~  working 
on them i s  r i s i n g ,  These  farms  are  virtually  isolated f r o m  the  
r e s t  of the  economy owing t o  mutual mi s t rus t  between  the 
peasants and the  régime: t h e  sclfcmployed  peasr.nts  receive 
rela'csivLly l i t t i e  from industry and cont r ibu te  only a sm,cll 
p a 3  of the  overall o.utp.cite 

5 ,  Over recent  ycars agr icu l tura l   on tput  has been rising - 
2.35 i n  136;' ar,d keL$2 i n  1938. It; WJ%S not  expected  that  a 
fur ther   increase  would be  achieved  in 1969; and indecd i.epor?ts 
i n d i c a t e   t h a t  O~Jkrillg mainly t o  the hnrd winter   there  will be Q 
f a l l  i n  agr icu l tura l   ou tput  t h i s  year .  

( c)  Industry 

6, As i n   o t h e r  Cornmunist count r ies ,   indus t ry  i s  the 
favoured  sector  or' the  P o l i s h  ecmomy md accounts f o r  over 
half t h e   n e t   z a t e r i a l  p:-octuct,, Inclustry has  a l n ~ y s  hp.& a 
generous  share of t o t a l  illvestri;ent - 4G$ i n   t h e  1956-68 period, 

t o  modernisation. 
G-q , c a t  . > c  a t t e n t i o n  was paid t o  industr ia l   expansion  but  t o o  l i t t l e  

7. h high  r a t e  of graomth has been  maintaincd  in ii?;lclstrT9 
87: i n  1967 and over 9% i n  1968 which was somewhat in   excess  of  
pLan. Above- average r e s u l t s  were obtained  in  the  cngineering 
and chemical  bmnches, l ess  imprcssive resuits i n  raw mzter ia l  
output  and meat proces3i:lg. Much the  saxe pic ture  errsrgea from 
m examin?-tion of  t he   f i gu res  for the  firs?, hzlf  o f  1969. Ii; 
appears   tha t   re la t ive  t o  l a s t  year ,  th.e praoduetion of  sh ips ,  
mmine erLgines and  railway wagons is  down. I t  i s  n o t  ye t   c l ea r  
%he.ther t h i s  is t h e   r e s u l t  of policy o p  merely a s h ~ r t f a l l -   i n  
production. 

8 ,  The indus t r ia l .   s t ruc ture  as developed i n  the  post-war 
per iod  i s  unsa t i s f ac to ry   i n  severpbl respec ts ,   Indus t ry  WCZS 
indeed  ftvc:u;xd a t   t h e  expmsc of ~Lgr ic-a l tvxe ,   bu t   the   ou tput  
Of Consuner  goods was i n s u f f i c i e n t l y  p?rGiilc)-l;ed and. branches Of 
indus t ry  were developed which were not s u i t e d  t o  Pol ish 
cond i t ions ,   In   pa r t i cu la r   t hc  ou-tput of r a w  mater ia l s  2nd f u e l  
Was neglcc ted   re la t ive  to engincering, ar,d investment  in trEG.SPOl't 
v ~ a . . ~  i n su f f i c i en t  II 

, .  
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(d) Invcstrnent 

9. According t o  Po l i sh   f i gu res  a h igh  proportion o f  t he  
net  mr.teriF.1 product goLs t o  investment - over 29% i n  1957 aild 
1968. An average  mnuLd  increase o f  8% was envisaged i n   t h e  
1966-70 P l m  and t h i s  has been  nore  than  achieved s o  f'cjr,, 
Although  an  increase o f  8 1% i s  clzirned f G r  1968 , there  was 
considerz.ble  delay i n  commissioning new capecity;  only 78;.: of 
capacity  scheduled was ac tua l ly  handed ovei-, z a d  a2parcntly 
half t h e   t o t a l  only i n  December. 

( e )  Defence 

10, Prec ise   f igures  of defence  spending  are  not  avcil2ble. 
Currently  about 9% of the  budget i s  a l l o t t e d  to defence ;   in -  
1969 the  -defence  vote  rose 9.7%. I t  i s  not   cer ta ing  howcvur9 
whether  the  cxtrc  funds  voted  represent a m a l  i pc reasc   i n  the 
defence  cffar t  o r  whcthir  the  change i s  merely  thc  result  of 
more rea l i s t ic   account ing ,  

( f ) C onsump ti on 

II Money wages i n  t h c  soc ia l i s ed   s ec to r  rose by 3*9$ 
"V 

i n  1968; pr i ces   a r e  said t o  hzve r i s e n  2,4$ so t h a t   t h e  
i n c r e a s e   i n  real wages was about I -5%. 

12,  For-some  time P o l a d  has  suffered from a form of 
i n f l a t ion .  - Zmployment tends t o  r i s e   f a s t e r  than  the  rate  planned. 
Enterpr ises   are   content  t o  use more labour  than  thcy  really 
require so  t h a t  t he  wage b i l l  znd purchssing power expand  beyond 
the  capacity of planed consuiner goods m d  serv ices  t o  keep  pace. 
I n   f a c t   t h e r e -  must be 8 l a r g e  volume of s e r v i c e s   n o t   o f î i c i a l l y  
recorded,  There i s  a tendency f o r  p r i ces  t o  r i s e ;   i n  1968 the  
pr ice  of meat went GP consider&ly, and housing,   t ransport  m d  
tobacco vere also  affected,  

Foreign  Txde 

13. Foreign  trede  turnover amounted t o  some $5.17 mil l ion  
i n  1967 and $5.71 i n  1968, an increase o f  o v e r  105;. It  i s  
expected t o  reach $6,4 m i l l i o n   i n  1970 which,  howevw, 
represents  only  about $200 per  head of the  populaticn,  T h i s  is 
qui te  a modest f i g u r e ;   i n  1967 foreign  t rade  represented $400 
per  head in   the   Sovie t  Zone c-nd Czechoslovakia rnd $350 i n  
Bulgaria 

14., In   recent   years   imports  have  exceeded  exports by an 
appreciable m o u n t ,  about $1 50 n i l l i o n  pe r  year between 1965 m d  
1967. I n  1968, howeverg  trade was zbout  balanced owing t o  2. 
13.2% , r i s e   i n  exports with imports  r ising  only 8 .35-  The t rade 
pos i t i on  is  less reassuring thm. i t  might seem, The, b ig  r ise i n  
exports was t o  the Communist count r ies  (1 6 . 6 ; )  while  inports 
fell 6@:$ - exports Lo Czechoslovakia jumped 20% whereas  imports 
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declined  over 2.0%. On the  other  hand, i m p o r t s  f rom the  ’,irest 
rose  cspecial ly  as regard-s engineering  products,  while sales 
of such  items t o  non-Comunist  countries  increased by only &L 
and tha t   l a rge ly  t o  Tliird World countr ies   engaged  in   confl ic t  
( N o r t h  Vietnam, Nigeria,  U.A.R.) . 

15. Mhereas i n   t h e  p a s t  the   Pol i sh   l eaders  have been 
content t o  d.evel.op industry  extensively,  making m c u i m u m  use of 
the  groving  labour fo ree ,  they  are now conscious of the  need t o  
sin a t  more i;iter,slve  develcpmcnt by rz i s ing   the   t echnologica l  
l e v e l .  o f  industry and  produc’ii-yity  of labouiz. They are  prepzred 
to  increase  the  output of  manufactured  consumer  goods s o  t h a t  
incentives  can be made meaningful i n  terms o f  consumer 
s a t i s f a c t i o n .  

16, The author; t i e s   i n t end   t o   i nc rease   i nves tmen t   i n  
agr icu l ture .  ~n previous periods on3.y a%out  15% o f  t o t a l  
investment was devoted t o  agr icul ture;   dur ing the 1966-70 plLw 
per iod  it  i s  intended t o  a l loca t e  16-17$. The au tho r i t i e s  
apparently do not  expect t o o  much from agr i cu l tu re  thcy would, 
however, wish t o  increase  suppl ies  t o  the home n:arket  and 
el.irni.natc or reduce  the  need t o  impor t  grain.  I t  was hoped t o  
a t t a in   s c l f - su f f i c i ency  I n  grF.in by “ s h e  sevent ies ,  Home s-r~pplies 
o f  g r a i n   s u f f i c e  f o r  h--mm needs cnd i t  i s  the  feediag of 
l i ves tock   t ha t  makes imgor.ts zecessary.  There i s  a &ifference 
o f  opinion ES t o   t he   r a t iona l i t y  of  Polish  grain  imports.  Some 
say it makes sense  to  import   grain m.d export   l ivestock  products,  
o thers  point t o  the high cc;st of i2Fortccl   grain,   especially 
when i t  has t o  be bowilt  f o r  hard  currency, Presu.mably there  
would not   be  the same case  against   t rading T o i i s h  goods agzinst  
Scv ie t  gi’ain and Polish  l ivestock  products  against   Western 
t echno1og;r. 

17. The Polish lca&m attach  great  importance t o  
increased eo-operati.on n i t h i n  CONEC.3N as a  means of  r e a l i s i n g  
t h e i r  economic aims. I t  i s  hoped t h a t  i f  the  concept Of 
g r ea t e r   spec ia l i s a t ion  mC;: c l o s c r  c.a--ogeration  within the  
orgmizz.t ion and e spec ia l ly  aaong the coun t r i e s  of Eastern 
Europe i s  p.greed it w i . 1 1  be pass.ib1.e i n  Po land  t o  concentrate 
more oil a limited number of industr.-ies,  notably  engineering 
and chemicals, and t o  askieve a l z v e l  o f  c y ~ ~ l i t y  which w i l l  
erLable thcrn t o  s3 l l  LO: on12 t o  t l ; e i r  CCMGC3N p m t n e r s   b u t  
t o  the outside world. To t h i s  end they require  investment 
c z p i t a l  which they would l i k e  t o  rece ive   espec ia l iy  from 
Czechoslovakia and the  Soviet  Zoce. They are i n   f a v o u r  of 
wol-king  towarc‘,s a ra t ion t1  p r i e s  s;rstem i n   t h e  ’301ilECON nrea and 
c o n v e r t i b i l i t y  of COIAECON currencieso  Geiierally  speaking,  their  
ideas on these  mat ters  t a i y  with those of  t h e  Hungaricuns  and 
the Czechoslovaks, but t h e  R J s s i  ans do n o t  appear   to   be  great ly  
entkusiaat ic .  
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18. The Poles do not   intend t o  neg lec t   t he i r   t r ade  v i t h  
t he  West; they  cre  anxious  to supplement i f   no t   r ep lace   t he i r  
exis t ing  exports  of farm produce by mgi.nee?ing  products, a d  
they  appear t o  thiidc t h e t  by becoming f u l l  msmbers of GATT it  
w i l l  i n  some my b e   e a s i e r   t o  sell machinery t o  the !{/est. 

19. The economic r e f o r m  programme .of 1965 mzy be  regcrded 
as a mecans of e f f ec t ing  some o f  t hc   chmgt ;~   necessa ry  to brirg 
P o l ~ a n d ~ s  economy up t o  date. It  was proposed t o  introduce new 
success  indicators f o r  en te rpr i ses ,   decent ra l i se  the f inrncing of 
investment,  extend  the rights of  managements, i .ntrodum  price 
changes  and  promote i n i t i a t i v e .  Iu c f f e c t   l i t t l e  seems to have 
been  accomplished s o  far, desPate   the   cont inuing   ia te res t   in  
ra i s ing   the   e f fec t iveness  of planning,  giving  greater  scope t o  
economic c r i t e r i a  p promoting  efficiency  and  decentralising 
operational management. k l imited  pr ice   rerorm was cpproved i n  
November 1968. So f'nr none of the  measures  acopted  imply any 
weakening of  party  contry o f  the  economy. 

III. CONCLUSIONS 

20. Over recent  years,.  soma-aspects of economic -p.&%ormance i n  
PoZtlnd have been sa t i sgac to ry ,  The @arty has  indeed  succeeded i n  
ind-us t r ia l i s ing  and in   providing work fclr the  r is ing  populat ion 
and l iv ing   s tandards  have slowly r i sen .  

21 . However, there  i s  no d i sgu i s ing   t he   f ad t   t ha t   l i v ing  
standards i n  this country, which i n  normal  circumstances would 
seem dest ined t o  p l a y  a l e a d i n g   p a r t   i n   t h e   a f f a i r s  of Eastern 
Europe9 a re  low r e l a t i v e  even t o  i t s  souther  ceighbours, 1Lt 

d o n e  thc more zdvaxed   ccun t r i e s  such as  Czechoslovdcia 2nd the 
Soviet Zone o f  Gcrmany. Though considerp.ble  industrial  
pDtential  has been crea ted ,  it is no t   pa r t i cu la r ly   e f f i c i en t  m d  
could  be  increasingly  non-compe-Ztive ic the  future .  The lccders  
have f a i l e d  z i t h e r  t o  d i s c i p l i n e  or t o   conc i l i a t e   t he  pcasenti'y. 
If the task f o r  thc  future  i s  viewed i n  terms of r a i s ing  
product ivi ty  of labour i n   i n d u s t r y  and ag r i cu l tu re  and improving 
l i v i n g   B t z d a r d s ,  i t  c l e a r l y  i s  formidable. I t  docs n o t  appee-r 
that   the   type o f  economic reform which might  induce  the 2 c l i s $  
pezsmts,   workers nnd i n t e l l e c t u a l s  t o  co-operate   wil l ingly  in  
abandoning o l d  p rzc t i ces  and adopting more e f f i c i e n t  methods would 
be t o  t he   l i k ing  o f  the  Pol ish  leaders .  If, therefore ,   the  
leaders  cannot  f ind some way of ge t t i ng   t he  economy t o  operate on 
nore  rc t ional   l ines ,   the   long-term  out look i s  indeed sombï:e. 
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AR?Q'L 31 2,700 Sq.kme 

Land Ut i l i s a t ion   (mi l l i on<   hec ta re s )  

Arable  farming 15.2 
Pasture,  mezdows, orchards 40 5 
. F o r e s t r y  . 8v3 
Other  uses 3.2 

POPUI,ATION (Dec-ember 1 968) 

(a )  Total  32 426,000 
Urban 51 .% 
Rural 48.8% 

(II) Lctive  age 
Men (16-50) 9,028,000 
Women ( 16-54) 8 , 596,000 

NATIONAL INCOME 

(a) Net - material  " domestic  product  (sector  contribution) 

A l 2  S.ectors 
Industry 
Construction 
hgri   cul ture  . . 

Forestry 
Transport and 
C ommunic a t i  ons 
Trade 
Other 

1965 

526 . 2 

l O 0  

51 .6 
8.9 

21 e l  

1.7 
5.9 
9.3 
1.5 

-9 - 

1966 I 1967 

I 
.558*8  519.6 

1 O0 l O 0  
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( 'D)  D i s t r i b u t 1 2  o f  National Income 

VFL1ue (ruil l ion z l o k y s j  
(cumen+, p r i c e s )  

g-L uses 
C onsump ti on 
Personal 
Other 
kccunulation 
Fixea   asse ts  (net) 
Increase i n   s t o c k s  

1965 

527 6 

I 966 

566 .c) 
l GO 

7304 
64.1 

9.3 
26.6 
18.2 

8.4 

I 967 1 
597 d 5 I 

1966 

122 

9.9 
1503 

51.3 

(1) %L, according t o  a recent P o l i s h  statement 
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VI. ImSTMEhT 

Tot,al. (currer ; t   pr ices)  

T o t a l  (l 961 prices) 

BY Sector  (ECE f igu res )  

V I I ,  FOREIGN TRADE 

(a )  Development of Foreign Trade 

(mi l l l a rd  zlotys)  

1967 

166.8 

169.9 

. 3 9 , 9  
465 

15.7 
399 

36.0 

11.5 

t 
I 

180.8 

184.0 
. .  

b0,Z 
4.0 

16,O 
3.7 

36 .I 
8 .l 

1965 
-1 966 
1967 
1968 

(b) Geographical   Dist r ibut ion of Trade 

Total trade 
- Soc ia l i s t   soun t r i e s  
CONICON 
Others 

, Non-Socizlist  countries 
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( c )  Commodity I_ S t r u c t a r e  of Trade 

Fuels md! materials 

IvIachinery and equipmen.t 
Fuels and materials 
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