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This article focuses on Polish economic policy during the détente era to explore
Poland’s growing connection with the West as well as assesses the importance of
domestic and external factors in influencing the choices of the Polish ruling elite.
The two party first secretaries of the period, Gomułka and Gierek, were often opposed
to each other, and the merit of Poland’s opening up to the West is usually attributed to
the second. By analysing Gomułka’s and Gierek’s leadership respectively, the author
appraises the different ideas that characterised their economic policy, as well as the
domestic and external constraints they faced, in order to assess the limits and flaws of
their attempts at integrating the country into the world economy. This article offers a
double reappraisal of the Polish leaderships’ policies. First, it demonstrates that the
economic opening up to the West had already started in the 1960s under Gomułka,
despite limited East – West contacts at the time, and was driven by a proactive Polish
government. Second, it downsizes the success of Gierek’s economic policy and shows
that it was mostly merely reactive to domestic pressure and foreign trends; its
shortsightedness got Poland into the trap of spiralling indebtedness and irremediable
social discontent with the regime.
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Introduction
Although part of the socialist bloc, the Polish economy was only briefly cut off from the
world economy from 1947 until the end of the Stalinist period. At the time Soviet
economic plans imposed autarky on the whole bloc and a process of adjusting the Polish
economy to the Stalinist model was launched.1 The system introduced in Poland after the
Communists gained power adopted a command economy based on total dependence from
Party decisions. Poland was industrialised, but it would be hard to argue that it was
modernised, as the choice was for a nineteenth-century model of industrialisation based on
coal and steel; industry and partly also agriculture were nationalised, the people deprived
of their property. More problematic, Poland’s industrialisation was subordinated to Soviet
demands and military needs and Polish social needs, huge in a country destroyed by the
war, had to give priority to them. To make things worse, Poland, like all bloc countries,
was in fact forced to cut ties with European and world markets, a step epitomised by the
Soviet veto on the participation of Poland and Czechoslovakia in the Marshall Plan. The
subsequent creation of the Council for Mutual Economic Assistance (CMEA) in 1949,
which was meant to realise the self-sufficiency of the Soviet sphere of influence, further
limited Poland’s options for modernisation, as the country was deemed to be an important
supplier of raw materials.2

*Email: wjarz@isppan.waw.pl
q 2014 Taylor & Francis

294

W. Jarza˛bek

When, in October 1956, Władysław Gomułka gained power in the Polish United
Workers’ Party (PUWP), he questioned the CMEA’s decisions concerning the share of
production duties within the bloc, and demanded that the Kremlin base bilateral relations
in economic terms (e.g. to pay for the stationing of the Red Army, or to earn a more
realistic price for Polish coal imported by the Soviet Union). Although interested in the
economic integration of the socialist bloc, he wanted economic relations to be regulated by
economic rationales and mutual advantages. At the same time the Polish government tried
to revitalise relations with Western economies, especially the United States, Britain,
France, Austria and the Scandinavian countries.3 In 1956 Poland was observed with
interest by the West, where some politicians perceived Gomułka as a national Communist
and therefore expected that it would be possible to loosen Poland’s ties with Moscow.4
Contrary to a long-held view that praises Edward Gierek’s era, this article argues that
Poland’s re-opening to the West was a long-term process started by Gomułka, which
predated and to a certain extent anticipated political détente and economic globalisation
processes. Although the determinants of Polish integration in the world economy remained
constant – gaining wider room for modernisation, finding sources and ways to meet social
demands and avoid unrest which could question Communist rule, and preserving a degree
of national autonomy – the world and European processes of the 1960s and 1970s had a
deep impact on the elaboration of the Polish government’s economic policy. Détente,
Western European integration, and the changes in the world economy constituted at the
same time a challenge as well as an opportunity to improve the performance of the Polish
Communist regime. This article analyses Polish economic policy in the détente era and
appraises the importance of domestic and external factors in influencing the choices of the
Polish ruling elite. By focusing on Gomułka’s and Gierek’s leadership respectively, it
explores the different ideas and conceptions that characterised their economic policies, as
well as the domestic and external constraints they faced, in order to assess the limits and
flaws of their attempts at integrating the country into the world economy.
The Polish economy in the 1960s
In search of contacts with the West
The Cold War rivalry made economic relations with states belonging to the West difficult
for Communist countries and this had a huge impact on Polish economic policy.
Western trade with socialist bloc countries was subordinated to CoCom
(the Coordinating Committee for Multilateral Export Controls) regulations, which listed
the goods that members agreed not to sell to Communist regimes. Many of the newest
technologies were included because of their military significance, yet in many cases
CoCom lists also included the latest in the civilian sector.5 From Poland’s perspective,
only a change in East– West relations could allow for the development of trade with the
West.
The latter was of particular concern to the then Polish authorities, which did not
conceive of or accept the possibility that Poland, though belonging to the Warsaw Pact,
could be isolated from the Western economies. Arguably, their background played some
role in shaping this stance. A pre-Second World War generation, they knew and had links
with the external world, and had been educated in pre-Communist universities especially
as far as economics were concerned. Beyond past experience and the education of the
Polish leaders, economic needs (such as access to modern technologies and goods) and
political factors also strengthened their interest in economic contacts with the West.
Poland’s economic dependency on the Soviet Union had proven an effective instrument
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for the latter to discipline the Polish government: any time Warsaw tried to conduct a
partly independent foreign policy, Moscow used economic tools, e.g. the restriction of oil
or cotton supplies, to restore Poland’s allegiance. Consequently, Gomułka and the rest of
the leadership started to look at economic relations with the West also as a political tool –
a sort of ‘insurance’ – to strengthen Poland’s position within the bloc and, particularly,
vis-à-vis the Soviet Union.6
Yet this intention should not lead one to rule out the Polish leadership’s commitment to
socialism. In particular, Gomułka was interested in socialist economic integration. In 1966
Poland tabled a proposal to switch from a system of intra-CMEA trade based on a
transferable rouble to one based on the creation of a CMEA currency unit, which was
deemed an effective means to improve integration.7 In addition to ideological and
economic rationales, the strengthening of economic integration in the second half of 1960s
was also seen as a way to bind the GDR tightly to the bloc, check its possible ties with the
Federal Republic of Germany and prevent future German reunification.
The blossoming of détente in East – West relations created more chances for the Polish
authorities to establish relations with the West. Western countries showed a clear interest
in Poland, as they were looking for new markets or, in the case of France and Germany, to
return to traditional markets.8 It is symptomatic that in the case of West Germany pressure
on the government often came from business circles.9 France was the first Western country
with which Poland signed a protocol enabling the purchase of investment goods in
exchange for machinery and manufactured products in 1963. In 1965 an agreement on
industrial co-operation was signed which made possible manufacturing goods in Poland
for French industry. In the 1960s Poland also tried to develop its car industry via
co-operation with the West: in 1965 it bought a licence from the Italian car factory FIAT
for the production of the Fiat 125P. Despite these agreements, a huge part of Polish exports
still consisted of agricultural products. Poland exported eggs, bacon, ham and dairy
products to Germany (including West Berlin, which for economic purposes was
recognised as an entity separate from East Germany, in spite of the latter’s protests),
Britain and other countries.
Aware of the limits to the further development of economic exchange with the East,
Polish decision makers wanted Poland to take part in world organisations, which would
enable the country to be part of a bigger economic market. Poland decided to apply to
GATT (General Agreement on Tariffs and Trade) in 1957, and obtained the status of an
associated country two years later. Only in 1967, after long and difficult negotiations, did it
join as a member.10 In its application, Poland, though belonging to a different economic
system, was supported by the United States, Australia and New Zealand, which were also
afraid of the Common Agricultural Policy introduced by the European Economic
Community. Participation in GATT did not bring the expected positive outcomes. To start
with, it entailed some duties that often proved difficult to fulfil. Poland committed to
increase imports at a rate of 7% a year; Polish trade with GATT members was to be
evaluated and adjusted on an annual basis. In addition, the protocol of accession spoke
about a transitional period in which quantitative restrictions would apply to Polish exports;
even worse, the EEC countries voiced opposition to their future removal. GATT
membership did not seem to provide an adequate means to boost Polish exports.
To modernise the economy and import goods from the West, Poland needed hard currency
and was deeply interested in further gaining access to Western markets. The problem was
that only a few goods manufactured in Poland could meet Western consumers’
expectations concerning quality. Export to the developing countries was not sufficient and
in the 1960s not yet very developed either.
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These problems triggered a change in economic policy in the late 1960s.
The national debate concerning ways forward for economic development was not
limited to the Communist Party experts, but also involved economists from universities
and spread to journals. Some economic experts close to Gomułka, such as Bolesław
Jaszczuk, maintained that the possibilities for extensive development were closing, and
that Poland should launch a plan of intensive development with no further hesitation.11
These ideas had been discussed since the mid-1960s; the main plans concerning a policy
for investments were accepted during the VI Plenum of the Central Committee of the
PUWP in April 1966.12 In 1968– 9 the government adopted a new economic policy of
selective development, which embraced a pro-export logic. Investments would
concentrate on those branches of industry that, once modernised with the use of the
newest technologies bought in the West, promised better export possibilities.13
Electronics, electro-machinery and the chemical industry were selected as prospective
sectors and those worth developing, whereas coal mining (with exception of coke-coal),
metallurgy, ship-building and linen production (cotton had become much more popular)
were considered a costly burden.
Yet the new economic strategy had severe social flaws. To start with, it did not
include the improvement of living standards in the short term. Moreover, in order to
accumulate sources for investments, it envisaged raising some prices (food was in
general sold below market prices) and limiting the import of so-called luxury products
(e.g. coffee) bought with hard currency. In a society already suffering difficult economic
conditions, this investment-oriented plan could hardly gain support and the government
had to find alternative means to fund modernisation. At the time Poland did not fall into
the trap of Western indebtedness. It should be noted that in the 1960s the socialist bloc
countries did not have as many possibilities to get foreign financial support. More
importantly, Gomułka was not eager to finance modernisation with the use of loans and
credits, a decision often attributed to his old-fashioned way of thinking. In addition, the
Polish ruling elite clearly recognised that, as the export offering of Polish industry was
limited, paying loans back would be difficult and ultimately detrimental to the planned
intensive development effort.14 The government’s preferences were for industrial
co-operation with Western countries, according to which investments goods (or lines of
technology) bought in the West would be paid back by production or by co-operation in
third-party markets.
The importance of Europe in Polish plans
Polish economic policy in the 1960s was conceived in the shadow of on-going Western
European integration, which for the Polish government mostly meant ending possibilities
for trade with West European countries. As Poland had limited economic contacts with
non-European countries (with the exception of the United States), also as a consequence of
historical economic ties, this looming reality was of high concern. Especially damaging to
the Polish economy was the EEC’s Common Agricultural Policy (CAP). In 1962 the
European Community imposed limits on imports of grain, eggs and dairy products from
non-member states; the lists were expanded to new products in 1964. In addition, the
Polish government was aware that the EEC countries would begin the Common
Commercial Policy in 1969, in anticipation of which they were not eager to sign or renew
long-term trade agreements. At a time when the international political climate was very
favourable to East –West trade and co-operation, the process of integration in Western
Europe – potentially still the main economic partner for Poland – was making
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establishing closer economic ties more difficult. Western Europe’s economic integration
was thus perceived as dangerous because of its exclusiveness toward the outside world.
An attempt to slow down the process is clear in the Polish conception of the Conference on
Security and Cooperation in Europe. Poland expected the pan-European conference to
deal first of all with security and economic questions. This specific interest had been
visible already in the previous Polish initiative for such a gathering: the famous call made
by Foreign Minister Adam Rapacki at the United Nations in 1964 and 1965 did mention
economic relations among the key subjects of negotiation, whereas previous Soviet
appeals for a European conference concentrated on political and military aspects. In the
mid-1960s questions concerning economic co-operation gained momentum at the United
Nations, where the Group of Nine was built with the participation of non-EEC and EEC
European countries as well.15 Yet Polish opinion was that UN initiatives focused too much
on world aspects of such a co-operation, whereas Poland’s main interest and goal was to
facilitate intra-European trade and economic contacts. Consequently, the Polish
government increasingly called for the re-activation of the works of the UN Economic
Commission for Europe.16 When international discussions on the convening of the CSCE
eventually gained momentum, the Polish government soon drafted proposals that included
measures to develop economic relations and other contacts (e.g. industrial co-operation,
advanced co-operation in electricity lines and transport, as well as the European
Investment Bank). They were presented to the Soviet Union and the other bloc countries
during a meeting of economic experts in Budapest in April 1970.17 However, according to
Moscow, such co-operation would be contrary to the interest of socialist countries.18
The Kremlin seemed much more interested in developing its own economic contacts with
some Western European countries, as well as more concerned with preserving its hold on
the bloc countries by limiting the latter’s possibilities for economic and technical
collaboration with the West.
Polish attempts to hamper Western European integration and promote co-operation
at a pan-European level was rooted in fears of being cut off from contacts with the West
and being forced to co-operate only with CMEA countries – in other words, fear of
being ultimately trapped in the East. Integration within the CMEA was perceived as a
limitation and, furthermore, not a successful model.19 For this reason, Polish diplomats
explored all possible roads to enhance Poland’s relations with non-socialist Europe.
Proposals for the CSCE agenda were also discussed at a bilateral level with non-EEC
European countries such as Austria and Sweden. At the same time, Polish diplomats
tried to conduct talks with the EEC on a bilateral basis. As Moscow was firmly against
granting formal recognition to the EEC, Warsaw did not dare to question the bloc’s
position officially. Indeed, Polish moves had rather a practical dimension: talks with the
EEC focused on resolving problems and signing agreements concerning specific
products and sectors.20
Getting into a trap: Poland’s economy in the 1970s
The 1970s are often perceived in Poland as nearly the golden age of the Communist
period, mostly due to modernisation and the visible improvement of people’s living
standards. Although it is possible to detect a positive change in the economy under Gierek,
it should not be underestimated that a public idealisation of the 1970s has developed,
especially among the former Communist leaders and people from regions such as Silesia
that profited the most from the economic policy of the time. In fact, the most mistaken
economic decisions leading to Poland’s bankruptcy were taken in the 1970s.
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Domestic economic policy
When coming to power in December 1970 as First Secretary of the Polish United Workers
Party, Edward Gierek declared a new economic strategy. The main aim of this policy was
to accelerate the country’s economic growth to improve supplies of food and consumer
goods and ultimately raise the living standards of the Polish people.
It is important to highlight that Gierek and his entourage’s new economic policy was
mostly driven by a deep concern for the domestic situation and the stability of the regime
rather than by new ideas about economic development. They gained power in a situation of
widespread social unrest: people were tired of economic difficulties, low salaries and
limited access to food and goods, the quality of which was also quite poor. Moreover, in
the 1970s the number of Poles travelling abroad increased, thanks also to visa-free
travelling agreements with some non-EEC countries, and many more citizens could
compare their poor living conditions in Poland with the rosier situation in the West.
Consequently, the new leadership abandoned the previous ideas of ‘selective
development’ in favour of allocating more financial sources to the development of those
branches of industry that could provide society with everyday goods and higher-quality
clothes, furniture, cars, and other items. Economic experts collaborating closely with
Gierek suggested that the new strategy could be realised through the limitation of
administrative barriers and by using reserves, i.e. raw materials, industrial plants and
machines that, according to them, had not been exploited in full.21 An analysis of the
Polish Politburo and diplomatic documents and memoirs leads to the conclusion that
resorting to external (foreign) sources was not the main instrument planners intended to
rely on, and that it was rather the relative ease of taking credits and loans, largely made
possible by petrodollars, that later convinced the ruling elite that this was a useful
resource.22
In the first half of 1970s salaries rose and in turn boosted demand in domestic markets.
Despite several limits connected with the political system in Poland, a sort of consumption
culture was born which spread throughout the country; an improvement in of everyday
living conditions was visible in the cities, as well as in towns and villages.
In February 1971, the Political Bureau of the PUWP created a special commission to
deal with the modernisation of the economic system and the organisation of the state
(Komisja Partyjno-Rze˛dowa dla Unowocześnienia Systemu Funkcjonowania Gospodarki
i Państwa).23 The commission was heavily staffed – about 200 delegates from the
government and Party – and headed by the Secretary of the PUWP Central Committee for
economic matters, Jan Szydlak. Some commissioners were also members of the Planning
Commission of the government (J. Pajestka, J. Pińkowski and T. Wrzaszczyk). One of the
decisions taken by this commission was to decentralise the economic decision-making
process and create new economic units – the so-called WOG (Wielkie Obszary
Gospodarcze, Huge Economic Units). The WOGs were given a large degree of autonomy
in relation to planning and workers’ salaries. Moreover, the influence of the centralplanning system was limited: WOG plans were to follow the central plan only as to the
‘direction’, not in detail. The WOG model was particular to Poland, although other
Communist countries started reforms that included a certain degree of concentration of
some branches of industry and gave their directors more decision-making powers. The role
of the WOG in the economy was huge: until 1975 there existed 110 of these organisations,
and their production constituted 67% of national industrial production. Moreover,
collective enterprises active in the same or related industrial branches were also
responsible for the distribution of the goods they produced as well as their price. WOGs
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were also capable of influencing the prices of raw materials, a power that proved
detrimental to factories that were not part of the system.
Although not yet a form of deregulation, the WOG reform meant in practice giving up
central planning and control for a huge part of the state’s economy. Indeed, far-reaching
tolerance in the control system and proposed modifications to central planning caused
perplexity and protests in the Party apparatus. Some members questioned the evident
break with the system’s ideological backgrounds; others pointed to the risks of losing
competencies and of lowering the quality of the decision-making process.24
The evaluation of the performance of the WOG system brought evidence of several
serious flaws and confirmed the above-mentioned concerns to a great extent. Results in the
distribution and quality of goods were disappointing: in actuality, quite often slightly
improved old products were sold as new ones at higher prices, as WOGs directors and
managers were able to regulate prices during production. Moreover, the allocation of
resources was not subordinated to a proper examination of demand, attention to social
interests and the evaluation of export possibilities. As some of the WOG directors’
competencies were connected with foreign trade and contacts with foreign (and Western)
enterprises, misallocation also related to foreign credits and loans, which were not used in
a rational way. Finally, the manipulation of data was a common praxis with dramatic
consequences as it influenced ministerial plans and the allocation of governmental
subsidies. The effectiveness of individual WOGs was neither checked by the central
system nor, evidently, by market forces which did not exist in Communist Poland. In this
control vacuum, WOG directors and managers, many of whom were not adequately
educated and up to their duties, were able to build a self-supporting system from which to
benefit personally.
Yet, as WOGs belonged formally to the state, it was difficult to question the
responsibility for incorrect economic decisions. In 1973 the party – governmental
commission was visibly downsized: the number of members was halved and part of its
previous competence and powers passed to a sub-commission headed by Prime Minister
Piotr Jaroszewicz: according to eyewitnesses, the sub-commission never met.25
Eventually, the choice was to abandon the reform and WOGs were dismantled in late
1976. The experiment had proved costly and brought disappointing outcomes; it was
considered a waste of resources, materials and money.
Decentralisation had not worked and the government had lost control of the state’s
expenses as well as some elements of the domestic market. Indeed, a very important
outcome of the new system was the weakening of the central plan. From the legal point of
view, the Council of Ministers’ special Planning Committee was responsible for planning,
but it was too weak to limit the various WOG lobbies. The decision to introduce a new type
of plan – the so-called ‘open plan’ – to make planning more flexible and adjustable to
changing demands, proved flawed and impossible to realise. Moreover, investments were
subordinated to the power games of different groups of interests, as there were always
possibilities to modify initial plans in their financial aspects too. Although some Party and
government members noticed that many investments were wrong, the decision to limit and
check them was not adopted until 1979.26
In the second half of the 1970s, the combination of bad planning, flawed investment
policy and growing indebtedness exposed the urgency of reforming the system and cutting
expenses. Yet the government was hostage to its promises to society and was afraid of
social unrest. A partial reform of prices announced by the government in 1976 unleashed
strikes; the authorities’ decision to crash the protests only fed the anti-system opposition
further. After 1976 plenty of new groups organised an increasing opposition network and
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also started to refer to the Helsinki Final Act to legitimise their activity. They demanded,
among other things, access to data and authentic statistics to learn about the country’s
economic situation.
In the mid-1970s the economic situation started to deteriorate at a fast pace. Especially
after the 1976 mass protests, the government abandoned the idea of raising prices; unable
to downsize demand, shortages in supplies became visible, also in the case of food.
Arguably, the specificity of the Polish agricultural sector – which was private – made the
situation more difficult to deal with. Contrary to the other socialist bloc countries with
collective farming, the Polish government had no possibility of controlling all food
production and distribution. Farmers were allowed to sell their produce in markets, but
prices were even higher than in the shops. The government introduced a system of
guaranteed minimum prices for farmers to encourage them to sell products to the state
agencies, via which the state would buy some products and sell them to the population at
controlled prices. While cooling down social unrest for a while, this praxis only added
huge costs to the state budget, ultimately contributing to state bankruptcy in the 1980s.
Additionally, it did not encourage production: as wheat was made cheap to keep bread
prices low, farmers used it as fodder for meat production, which was more rewarding and
had been given priority in the early 1970s as part of efforts to raise living standards. Hence,
in the second half of the 1970s, the government started to consider returning to the system
of obligatory supplies for farmers that had existed until 1971.27 Yet no actual step was
taken in this direction, probably to avoid opening up an additional domestic front of
conflict and opposition. In 1976 the government decided to introduce ration cards for
sugar, but not for other products, as it would not be possible to ensure supplies. Indeed, the
ration-card system was not only a means to control domestic demand, but also the
government’s obligation to provide the population with the established amount of goods
and food. As is evident, domestic constraints dramatically limited the government’s room
for manoeuvre in the field of economic and social policy, as short-term concern about the
survival of the regime prevailed over far-sighted reforms.
The economic difficulties in late 1970s Poland were deepened by objective factors as
well: bad weather in summer 1978 led to a poor harvest; the next winter was severe
(‘the winter of the century’); and in the spring of 1979 there were plenty of harsh floods.
Even Nature ran against the government’s efforts.
At the beginning of the 1980s Gierek’s economic policy was heavily criticised. He was
replaced as Party leader by Stanisław Kania shortly after the wave of strikes in the summer
of 1980. The new government created a special commission – the so-called Grabski
Commission – to examine Gierek’s and the former leadership’s responsibility for the
existing economic crisis. Economists connected with Solidarność, which saw the whole
Communist economic system as responsible for the crisis, charged the former ruling group
with a lack of knowledge about the economy and, more generally, incompetence in ruling
the country.28
It is certainly plausible to agree with the results of the Grabski Commission and the
remarks of the Solidarność economists. Yet it should not be overlooked that Polish
economic policy in the 1970s was determined by both domestic and external factors, and
that the ruling elite’s responsibility needs to be assessed in the light of domestic and
external constraints. At a domestic level the most important factor was the spread of new
ideas concerning the economic priorities of the country that led to economic-policy
choices aimed at providing society with better living standards.29 However, several
constraints limited the government’s room for manoeuvre in the second half of the 1970s,
e.g. growing problems with market supplies, social disappointment and a readiness to
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protest due to shortages, as well as international commitments concerning human rights
signed by the Polish government, notably at the CSCE.30
Foreign economic policy
Among external factors, the changes in the world economy in the 1970s and progress in
Western European integration were of dramatic importance. In the 1970s, the world
economy experienced two big oil crises. The first one, in 1973, had both positive and
negative effects on Poland. It resulted in the worsening of the atmosphere for East-West
economic exchange, a fall in Polish export capacities, and also an increase in oil prices.
Yet due to the fact that the importation of Soviet oil was regulated by a special mechanism
within COMECOM, the latter effect was visible only few years later. The 1973 crisis also
had positive effects, notably for Polish coal, as prices rose just as in the case of oil. In
addition, Western banks grew eager to lend large amounts of available petrodollars to
socialist countries, among which Poland featured prominently.
As mentioned above, Western European integration started to be seen as a potential
danger to Polish economic interests already in the 1960s; in the 1970s it impacted even
more strongly on Poland due to the prospective implementation of the EC Common
Commercial Policy. Starting in 1969, all new trade agreements would be signed by the EC
Commission, not by member states. The situation loomed problematic also in light of the
EC’s enlargement to Ireland, the United Kingdom and Denmark. With the last two,
Poland’s traditional trading partners, subject to EC rules, the window for Polish exports
would further narrow.
The government started to look for possibilities to minimise the effects of the Common
Commercial Policy31, but its room for manoeuvre was limited by the Soviet Union’s
stance. As détente flourished and the EEC started to be an active player not only in East –
West economic relations but also in the political domain32, Moscow’s concern with
keeping its allies in check and preventing the establishment of formal relations with the
EEC deepened.33 Pending an agreement at CMEA level, the Polish government looked for
alternatives. It did not pass unnoticed that EC member states were interested in keeping
national prerogatives, and that the CCP obligations were endorsed only gradually. The
Polish decision-makers expected that it would still be possible to play one EC country
against another. Indeed, despite common EC commercial policy, the individual members
of the Common Market still had several possibilities for shaping their economic relations
with third-party countries via co-operation agreements. Moreover, economic relations
were also a function of bilateral political relations, and Poland could rely on the visible
importance of its relations with the FRG and France.34
Poland wanted to renew or sign agreements on bilateral multi-year economic cooperation, particularly concerning industrial, scientific and technical co-operation. In this
endeavour, the Gierek government was quite successful. In 1972, such an agreement was
signed with France; others followed with some EC countries, each assuring co-operation
for 10 years (Italy in 1974; Luxembourg in 1973; Holland in 1974; the United Kingdom in
1973). In the case of West Germany, Poland was told that new EC regulations made it
impossible to sign a long-term treaty.35 However, as other EC members had already signed
agreements of this nature, it was clear to the Polish government that Bonn was bargaining
hard to achieve political goals connected with Ostpolitik, mostly relating to the migration
of the German minority. Warsaw too had interests at stake, i.e. compensation claims for
past German occupation. Eventually, once the whole complex of bilateral problems was
settled, the two countries signed a bilateral co-operation agreement in October 1975.
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Yet co-operation agreements with EC countries could not contain provisions for trade,
which had become the exclusive domain of the EC Commission.36 This left open the
problem of facing the protectionist elements of EC commercial policy. There existed
several types of limitations in trade with the non-EC countries; in the case of Poland, they
consisted mostly of quantitative restrictions, though there was also a variable list of
products that were totally denied access to EC countries. The latter system was meant to
avoid dumping on the Common Market and, in the majority of cases, it was up to EC
members to put goods on the list. At the beginning of the 1970s the FRG put restrictions on
264 Polish products, Italy on 220, France 125 and Benelux countries 94.37 Nonetheless,
the Federal Republic remained Poland’s main trading partner in the West.
During the height of détente, Western interest in developing cultural and economic
exchange with the East limited the possible effects – and actual implementation – of the
CCP. The EC’s new and more restrictive terms of trade started to be implemented after
1975. In January 1977 the EC implemented the Common Fisheries Policy. The broadening
of territorial waters from 12 to 200 miles brought West German and Danish fleets in
particular dangerously close to Polish territorial waters. Poland introduced an equal 200mile territorial-waters limit from 1 January 1978, but some EEC countries did not respect
it. Poland had therefore to negotiate fishing quotas with the EC Commission, as Poland’s
fishery was an important part of its economy. Talks with the EC Commission initially took
place only at a technical level among the representatives of the fishing industry, while
Polish diplomats in individual EC member states were instructed to announce Poland’s
readiness to start talks on a state-to-state basis.38 Warsaw’s negotiations with the EC
countries, as with other aspects of Poland’s foreign policy, were a subject of negotiations
with the Warsaw Pact countries and, above all, the Soviet Union. In some cases Moscow
would bloc Poland’s bilateral trade negotiations if it recognised them as contrary to its
political interests. This was particularly the case of the Berlin clause, i.e. the sentence
included in EC agreements that indicated West Berlin as part of EEC territory. The Soviet
Union, one of the four powers with special rights in Berlin, was obviously against this
clause and recommended Poland not to include this clause in its agreements with the EC,
to break negotiations on textile agreements with the EC if need be, and to look instead for
new markets (sic) – to sum up, to stick with bloc solidarity.39
However, facing intransigency from the EC side, the Polish government eventually
accepted the participation of EC Commission officials in the negotiations. As Romano has
recently argued, the expansion of EC competence to new sectors usually meant worsening
prospects for those branches of the Polish economy that were important for Polish exports
to the West, such as textiles, coal and steel, and pushed Warsaw towards negotiating tariffs
and quotas with the EC Commission.40
Polish authorities perceived changes in the EC policy as open discrimination
measures. Yet the Polish decision-makers were also convinced that new regulations on
trade with the East European countries, though not unrelated to political rationales, mainly
rose from economic difficulties in the EC countries and their need to protect their domestic
industries and workforce.41 Indeed, the EC policy was appraised in the context of the
world economic situation; carefully looking at the EC stance in the GATT Tokyo Round
(1973 – 9), the Polish government noticed that EC protectionism was also directed against
imports from the United States (i.e. of food) and Japan (manufactured goods).
Poland also had problems exporting to other Western countries as Polish products,
often cheaper due to lower labour costs, were treated as though they were sold at dumping
prices. The Warsaw authorities were of the opinion in general that all these difficulties
resulted from the worsening of the world economic situation.
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In the late 1970s, a lack of hard currency severely limited Poland’s capacity to buy
Western products, e.g. in 1978, Poland’s imports from non-Communist countries did
not surpass 7%. It also made it difficult for Poland to fulfil international commitments,
first of all those connected with GATT membership. The Polish government tried to
justify its record by pointing at the protectionist measures of GATT members against
Polish products.42 Although limits on Polish exports were indeed one of the reasons for
the lack of foreign currency, it is also true that Poland’s bad investment policy shared
much of the responsibility, as bad investments did not provide the country with the
expected quantity and quality of export goods to sell in Western markets as planned.
Moreover, credits and loans were increasingly used to buy consumer goods and food,
rather than for fruitful long-term rational investments, which would have allowed it to
fulfil GATT obligations.
Indeed, a lack of an adequate monitoring of the entire financial and credit policy is
arguably one of the major flaws in the whole economic system.43 Reporting to the special
commission dealing with the economic mistakes of the 1970s, former Prime Minister Piotr
Jaroszewicz said that in the years 1971 –9 Poland had taken credits from different sources
for US$56 billion, of which US$27 billion were used to buy raw materials, US$12 billion
for food and only US$17 billion for machinery. At the end of the decade, only US$36
billion had been paid back.44 Lack of control on credit policy seems to be confirmed by
some eyewitnesses, who claim that only a small group of politicians at the time were aware
of the credit situation; Gierek himself claimed that he had no sufficient knowledge until the
beginning of 1978.45
Not only was Poland unable to pay back its loans, it also needed new loans to simply
pay interest on previous credit. The Western institutions were basically against new loans
and demanded statistics concerning Polish indebtedness to make decisions about further
financial aid.46 The US government decided to support the Polish authorities with credits
for wheat and food in the late 1970s, but the US administration still demanded information
on Poland’s state of indebtedness. Nevertheless, it proved willing to help Warsaw pay
back credits, as the Americans considered Poland a quite ‘liberal’ country and wished to
avoid social unrest there.47 Indeed, the choice to rely more and more on Western financial
resources was not politically wise for the Communist leadership in Warsaw. While it
enabled Poland to loosen ties with Moscow, as the Soviets were not able to help, Warsaw
was forced partly to change its domestic policy, particularly in relation to human rights48;
this in turn contributed to nourishing anti-Communist forces as well as to exposing the
wrongs and limits of the Communist regime. In addition, the Polish government visibly
overused borrowing, causing the country’s huge indebtedness. In 1971 the Polish debt was
US$987 million, but in 1976 it had reached US$12,141 billion; by 1980 it had more than
doubled to US$25,059.49 What had initially been a positive situation, i.e. easier and greater
access to Western credit, turned out to be a trap for Poland’s economy, which eventually
drowned under growing debts and interest payments. Poland’s exposure to fluctuations in
Western economic and financial trends was harshly revealed at the turn of the decade,
when a shift to monetarism in the majority of Western countries put an end to the
depreciation of hard currencies, with the consequence of aggravating the burden of
indebted countries such as Poland. For instance, in 1980 the entire amount of new credit
was used for the payment of interest on previous loans.
The Polish economic and financial situation did not receive relief from the Soviet
Union; on the contrary, the superpower added to the burden. In the 1970s Moscow called
on its allies for greater participation in investments in its territory, e.g. in building
pipelines.50 In addition, Warsaw Pact armies were to change weapons regularly and buy
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modern types often from the Soviet Union; Polish expenses in 1976 increased by 2.5% in
comparison with the period 1971 –5. Consequently, from 1977 Poland also started to be
indebted to the Soviet Union. Finally, Warsaw Pact countries were also committed to
contributing economic aid to Third World countries important to Moscow, e.g. Vietnam
and Syria. Poland tried to limit its contacts with these countries, but could not pull away
altogether.
Soviet inability or unwillingness to help proved doubly counterproductive to the
Communist cause: it added to centrifugal forces within the socialist bloc as European
members started to look to the West for assistance, and could not but further nourish antiCommunist sentiments in the Polish population, and so contributed to the regime’s loss of
legitimacy.
Conclusion
Poland was only briefly cut off from the world economy during the Stalinist period. Since
1956 it started to gradually re-open to the outside world and within two decades became
economically dependent on contacts with the West and exposed to world trends; in
particular, the Polish economy largely resented the advancing process of Western
European integration.
In the 1960s and 1970s respectively the Polish authorities adopted different economicdevelopment strategies. In the 1960s, Polish decision-makers’ plans anticipated changes in
the world economy in terms of lines of development and the emergence of new industrial
branches. According to these plans the modernisation of the economy was to be reached
through the development of those industry branches able to provide Poland with better
export possibilities. At the same time, the Gomułka leadership also tried to find an answer
to the problems caused by Western European economic integration. Of particular political
concern was the fact that, according to the Polish view, the strengthening of the EC
reinforced the division of Europe, in so condemning Poland to be a mere part of the East.
This concern should not lead us to think that Polish authorities wanted to change the
political and social system at home, though, or to break ties with Moscow. What they
aimed at was preserving the country’s possibilities for contacts with the West. Some
researchers argue that this interest in contacts with the West was a mere necessity, mostly
the result of the economic inefficiency of the Communist economy. Indeed, the inner
stability of Communist governments was highly dependent on the domestic economic
situation. Social peace and citizens’ acceptance of the regime were directly proportional to
the living standards that the system was able to guarantee. While agreeing with the
argument of necessity, it is also important to acknowledge the mentality of many Poles and
decision-makers at the time, for whom Poland was culturally and historically part of West.
The intention of preserving ties with Western Europe is arguably visible in Poland’s
application for membership of GATT, as well as in its calls for a pan-European conference
since the 1960s, the latter being conceived of as a means to overcome the economic
division of Europe.
On the contrary, necessity and opportunity seem to be the driving forces of Poland’s
Western policy since Edward Gierek replaced Gomułka as Party First Secretary in the late
1970. The new ruling élite shifted the focus of modernisation initiatives and economic
planning towards bettering the living standard of the population; moreover, it seemed
more concerned with reacting to the events in world politics and the economy as they
occurred, rather than with adopting a coherent and forward-looking foreign economic
policy.
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Poland therefore got more and more involved with the West as the process of détente,
which flourished in the early 1970s, made economic contacts between East and West
easier and theories of convergence abounded. In addition, the large amount of petrodollars
available after the first oil shock on the world financial markets presented the Polish
government with easily granted external financial sources to fund domestic reforms aimed
at satisfying social needs or – as some would describe it – buying social peace.
Especially in the first half of the 1970s a visible improvement in living standards was
achieved, and many new investments created a mirage of successful modernisation.
In fact, soon after 1975 serious problems came to the surface. Gierek and his close
collaborators, who had been perceived at home and abroad (also in the West) as politicians
well prepared to lead the country, were not able to take sensible and sustainable economic
decisions. Arguably, many of the decision-makers, educated as they were in post-Second
World War Communist Poland, had only a limited and ultimately insufficient knowledge
of economics and management. Above all, Gierek’s economic reforms failed to address
the essence of the problems affecting the Polish economic system and government policy
remained trapped in the short-term perspective of avoiding further social unrest.
This domestic factor also affected investments and planning. Notwithstanding the
adoption of specific plans from the early 1970s, the ruling elite under Gierek was not able
to change the Polish position from an exporter of agricultural products and raw materials
to an exporter of manufactured goods. The investment policy of the 1970s was chaotic
and the government not able to switch to developing prospective branches of industry,
despite more opportunities to receive external financing. The situation of the world
economy in the 1970s, i.e. the increase in the price of oil and energy resources, was also
responsible for the economic decision of the Polish government to expand investments in
the raw-materials sector (coal, copper and sulphur), which constituted an important part
of exports and provided the country with hard currency. However, while rewarding in the
short term, the decision to privilege extensive production of raw materials was a
misleading choice in the long run, as it contributed to reducing resources for the
development of prospective industries. The Gierek government, while connecting Poland
more closely with the world economy, was therefore unable to use this involvement in the
country’s favour.
In addition, Poland’s growing dependence on the world economy backfired as
protectionist measures adopted in the West in the late 1970s closed many markets to Polish
products; the development of the Western European integration process also dramatically
impacted on the country’s economy. Poland’s specialisation in such goods as medicines
and cosmetics could not bring about real earnings, as they were sold mostly to the CMEA
countries, and both the CMEA and the developing countries’ markets had proven
insufficient to improve the balance of trade. By the end of 1970s, the country was heavily
indebted and no longer able to meet social demands. Disappointment grew rapidly and
spread to several groups in society, fatally undermining the stability of the regime.
To make things worse, political relations between East and West soured due to the
Soviet invasion of Afghanistan. Within two years the introduction of martial law in
Poland further limited Warsaw’s room for manoeuvre and possibilities for negotiating
with the West. In April 1981 Poland signed the first agreement with the Paris Club (for
state banks), according to which 15 creditor countries agreed to postpone Polish
payments.51 But after the imposition of martial law further negotiations were stopped.
As Poland was not a member of the International Monetary Fund until 1986, it was also
difficult for it to become a part of international or group agreements on debt reduction
and restructuring. The Polish economic policy failed as it was not possible to overcome
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the main obstacle - the fact that Poland was a communist country with all the
consequences. Poland did not belong to the free world and its economy was ruled by
other principles, in many cases ideological. It was not possible to resolve the problems
that emerged from a command economy without the transition of the whole political and
social system in Poland and the dissolution of the Soviet bloc.
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