The Polish "Economic Model"
By J. M. Montias
THE DEBATE OVER Poland's "economic model" and
over the pros and cons of decentralization first flared up
in Warsaw at the Second Congress of Polish Economists
in June 1956, a few days before the Poznan uprising;
it reached its height between Gomulka's return to power
in October 1956 and the middle of 1957; it was already
lying in ashes in October 1959 when Gomulka's report
to the Central Committee of the United Workers' Party
called for "a reinforcement of centralized controls" as a
cure for "the excessively weakened central management
of the economy." 1
Yet the reforms which had been carried out in 195758 under the influence of this discussion were so timorous that the new party line cannot be satisfactorily explained as a latter-day retreat on ideological grounds.
The reforms did not go much farther toward dismantling
administrative control over the socialized economy than
the measures taken in the Soviet Union, in Hungary and
in Czechoslovakia in the last two years. They stopped
a long way short of the radical transformation which
the Yugoslav authorities carried out in their economic
system between 1950 and 1952, when centralized pricesetting was abolished and markets created to take the
place of the old administrative controls which had been
stifling initiative at the plant level.

The Call for Reforms
The halfhearted measures that were instituted also
fell short of the demands of a majority of Polish economists who had spoken up in the debate against the
"mistakes and excesses" of the Six-Year Plan of forced
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industrialization (1950-55). Wanting more than a mere
temporary halt in excessive investments or compulsory
collectivization, they had called for fundamental reforms
which would act as safeguards against a "return to the
past." In criticism of the course pursued by the regime
after 1956, they argued that it was not enough to switch
investment funds away from the engineering and defense
industries—which had drawn the "cream" of manpower,
materials, and equipment in the Six-Year Plan—toward
the vegetating light consumer-goods industries. What
was needed, these economists urged in their writings in
1956 and 1957 (more discreetly thereafter), was some
sort of regulating mechanism, independent of the arbitrary judgments of the planners, which would prevent
the most flagrant errors from recurring and would at
least mitigate the rest.
To reduce the power of the center, to lodge a part of
this power in autonomous enterprises and in local planning organs, to increase the influence of workers and
employees in the management of each enterprise were
some of the aims of these "liberal" and "revisionist"
writers. Some of them looked to the price system—which
during the Stalinist period had degenerated into a mere
accounting device without any real influence over producers or planners—as the "regulating mechanism," the
instrument for coordinating decentralized decisions.
Such were also the views of many eminent members of
the Economic Council, which had been set up shortly
after Gomulka's return to power. It was the task of this
body to advise the Council of Ministers on the reforms
that should be introduced in the Polish economic system to cut down the waste and to revive the incentives
of workers and plant managers. The Economic Council
discharged this task with great energy, and most of the
economic reforms that followed the Polish October were
*W. Gomulka, report to the Third Plenum of the Central
Committee of the United Workers' Party, October 17, 1959.
Nowe Drogi, Warsaw, No. 12, 1959, p. 28.
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indeed the result of the initiative of this agency and of
its Commission on the Economic Model, headed by Professor Oskar Lange.

Persistent Failings
What then had gone wrong in Poland after 1956?
The answer may be summarized as follows: Decentralization had given managers more leeway without giving
them maps or instruments to steer their enterprises according to the general directions of higher authorities.
Producers' prices were so out of date and were so far
from reflecting true scarcities that a socialized firm seeking to maximize its profits on the basis of these prices
was sure to come into conflict with central directives.
The prices of some raw materials covered less than half
their production costs. A few industries made large
profits while others (such as coal mining) suffered heavy
losses. Both prices of consumer and producer goods were
completely out of line with relative prices on world
markets. As we shall see later, the general reform of
producers' prices scheduled for I960 is not likely to
provide the flexible adaptation to supply-and-demand
changes characteristic of a properly articulated price
system. The unwillingness of Poland's top planners to
set up even a semblance of a free market for producer
goods condemned their experiments from the start.
The meat crisis of mid-1959 was only a symptom
of the malaise which caused the party to tighten its
reins over the economy. The source of the trouble lay
in the inability of the Council of Ministers and the
Planning Commission to maintain a solid grip on the
economy: despite all commands and exhortations, workers' absenteeism and labor turnover were rising, wages
were overpaid, "financial discipline" was breaking down,
and lower organs in the hierarchy were tolerating slack,
easily fulfilled plans.
Illegal wage payments amounted to nearly half a billion zlotys in 1958 (out of a total wage fund of 123
billion zlotys). Unplanned increases in personal incomes
during the first half of 1959 were running at a yearly
rate of ten billion zlotys, or over five percent of total.2
Loose planning at the level of the plant and at higher
echelons in the framing of the yearly plans was mostly
to blame. Workers were overfulfilling their piece-rate
norms in most industries by 50 to 60 percent (by 100
percent in metal-working) and little or nothing was
' S. Frenkel, "Niedoskonala Kontrola" (Imperfect Control),
Zycie Gospodarcze, Warsaw, No. 34, 1959, p. 6, and J. G.
"Konsekwencje i niekonsekwencje" (Consequences and Inconsequences), Zycie Gospodarcze, No. 40, 1959, p. 1.

done to tighten up the norms when labor-saving equipment was introduced. 3 Officials of the Planning Commission were complaining toward the end of 1959 that
the detailed plans submitted by ministries and their
subordinate organs were systematically overstepping the
cost limits set in the Commission's "directives" for the
year, while their production plans fell short of the minimum targets assigned by the Commission. (The national income derived from the consolidated plans of
the ministries for 1959 came to 10 billion zlotys less
than the Planning Commission's target.) The production plans finally promulgated were close to the ministries' counter-proposals—but since these plans were
"soft," they were easily overfulfilled. As a result, large
payments had to be made for extra wages and bonuses,
which had not been foreseen in the wage-fund limits.4

WEAK CONTROL over "decentralized investments," financed mainly from profits and depreciation allowances left at the disposal of enterprises, also reduced
the accuracy of planning. These investments, which had
been relatively unimportant during the Six-Year Plan
(1950-55), rose to over one-third of the total investment fund during the first five months of 1959- Characteristically, outlays on decentralized investments were
running about 16 percent above plan in 1959, while
centralized investments were expected to keep within
4 percent of their limit. 5 From 1956 to 1959, there was
also a marked increase in the relative importance of
local budgets, whose outlays were less easily kept track
of by the Planning Commission than those of the central government budget. During these years, the expenditures of the central budget rose only by a third,
while the local budgets nearly doubled. 6
The immediate result of all this drifting was the
renewal of inflationary pressures and the appearance
of market shortages, particularly in meat products, to3
See for instance Gomulka's speech at the Third Party Congress of the United Workers' Party, March 10, 1959, (Nowe
Drogi, No. 4, 1959, p. 53.)
4
S. Hatt, "Pierwsze wnioski z resortowych projektow planow
na rok I960" (First conclusions on the ministerial projects of
the 1960 plans), Gospodarka Planowa, Warsaw, No. 10, 1959,
pp. 2-4. Note that above-plan increases in the wage fund ranging from 0.6 to 0.9 percent in different industries were permitted for every percentage-point overfulfillment of the production plans of the sector.
B
S. Frenkel, "Inwestycje w 1959 r." (Investments in 1959),
Zycie Gospodarcze, No. 43, 1959, p. 1.
" A. Zawadzki, "Niektore zagadnieniafianasowew gospodarce
rad narodowych" (A few financial problems in the economy of
the peoples' councils), Gospodarka Planowa, No. 9, 1959, p.
41.
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ward whose consumption a large part of the unplanned
increases in personal incomes was directed. The decision taken at the last October plenum to jack up meat
prices (by an average 22 percent) exposed the gravity
of the situation. As Gomulka explained:
. . . the working class would not have had recriminations
against us, if we had not permitted such a large increase
in the purchasing power of the population. To give is easy
and pleasant, but to take away calls for a lot of explanation. . . . We must now take prophylactic measures to see
to it that this situation will not repeat itself.7
7

Report to the Third Plenum, Nowe Drogi, No. 12, 1959,
p. 30.

— A jak u was z planem funduszu plac?

This is the tactical explanation of the consolidating
trends of recent months.
The broader significance of these trends consists in
the interaction of economic and political events. The
return to centralized economic controls coincides with
the revival of "administrative methods" in other areas:
the pressure on the youth to take membership in party
organizations, on the peasants to join producers' cooperatives ("agricultural circles") and on scholars and
intellectuals to conform to "socialist principles." The
harassment of private initiative in trade and industry
and the renewed struggle against "speculators" and
"kulaks" are part of the same story. s
Of course the close relationship between political and
economic repression is not new in the annals of Polish
communism; nor have "liberal" Polish economists ever
been oblivious to it. To some of the most ardent supporters of full-scale decentralization in 1956 and 1957,
the police methods that had been used in the past
seemed a necessary concomitant of the frantic pace
of industrialization to which they had been opposed,
and of the centralized controls that were needed to
keep wage demands in check. They saw in the workers' councils and in the institution of markets the best
safeguard against a return to what they euphemistically
called "the apparatus of stabilization."9 Wlodzimierz
Brus, who had been one of the most influential and
dogmatic Marxists up to 1954 and had then shifted to
the forefront of the decentralist movement, reflected on
the first anniversary of Gomulka's accession to power
that "economic reforms were not only fundamental from
the economic point of view but also [provided] the
basis of lasting political changes, as the essential condition of socialist democracy." 10 It is not surprising that
the more liberal-minded economists are now apprehensive about the political changes which may follow the
current hardening in economic policy.

THE EVOLUTION OF THE workers' councils sheds
light on the political changes of recent years. The first
councils sprang up spontaneously in the third quarter
of 1956. They were sanctioned by a resolution of the
Central Committee plenum, held in October of that
year, which stipulated their right to "participate in the
8

rys. Karol Ferstrr
— Przekmczony.

—And what is the situation with your wage fund?
—Exceeded.
-From Szpilki (Warsaw), Nov. 1, 19S9.

The number of private stores, restaurants, and handicraft
shops, which increased rapidly soon after October 1956, has
been declining since more than a year ago. (Biuletyn Statystyczny, Warsaw, No. 7, 1959, and Tygodnik Demokratyczny,
Warsaw, No. 47, 1959.)
" S. Kurowski, "Model a cele" (The Model and the Aims),
Zycie Gospodarcze, No. 7, 1957, p. 7.
10
W. Brus, "Pazdziernik, Model Pazdziernikowy" (October,
the October Model), Zycie Gospodarcze, No. 42, 1957, p. 1.
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management of the enterprise."11 Piotr Jaroszewicz, one
of the party functionaries responsible for economic matters in the Central Committee, declared that it was
time "to call into being full-blooded organs of workers'
self-management and to grant them legal rights which
would guarantee that self-management would become,
not window-dressing, but an essential form of management."12 By the end of 1957, councils had been formed
in the overwhelming majority of the enterprises of
socialized industry.
Many workers' councils, in the beginning of their
existence, displayed what were later called "syndicalistanarchic" tendencies and evinced little concern for production problems. Wages, piece-rates, bonuses, housing
conditions and profit-sharing schemes were at the center
of their attention. They sought to control the activities
of the director and his staff mainly on matters pertaining to the workers' interest. A provincial party
leader, addressing the Third Party Congress in 1959,
remarked to his listeners:
If at first the workers' councils did not show any remarkable achievements, this was due to the dissipation of forces
and even sometimes to the attempts of the councils to set
themselves up in opposition to party organizations and
to eliminate workers and party members from their
13
ranks

THE PARTY lost no time in correcting this state of
affairs. First, a concentrated effort was made to infiltrate
the workers' councils with active Communists and to
gain control of them. Second, the party, after removing
some of the more unpopular leaders of the trade unions,
sought to reinforce the participation of the unions in
plant affairs by bringing the workers' councils under
their general supervision. Already in 1957 the arbitrage
commissions, established to settle disputes between the
councils and higher administrative authorities,14 were
instructed to act in close harmony with the unions, "who
were assured a measure of influence in the nomination
of the president of the commission."15
In April 1958, the Central Congress of Trade Unions
resolved that the councils should be subordinated in each
11

Resolution of the Eighth Plenum of the Central Committee,
Nowe Drogi, No. 10, 1956, p. 6.
12
Speech to the Eighth Plenum, October 19, 1956, ibid.
p. 53.
13
Report of W. Kozdra to the Third Party Congress, Nowe
Drogi, No. 4, 1959, p. 196.
14
Any disputes arising between the council and the director
of its enterprise were settled by the minister of the industry to
which the enterprise was assigned.
ls
J. S., "Rozjemstwo" (Arbitrage), Gospodarka Planowa,
No. 11, 1957, p. 53.

enterprise to "conferences of workers' self-management,"
which would be run jointly by representatives of the
councils, of the trade unions, of the plant committee,
of the party, and of the factory council (an auxiliary organ of management made up mainly of technical and
professional personnel). This resolution was put into
effect shortly thereafter, even though several months
elapsed before legislation calling the conferences into
existence was issued. There had been—as a report to
the Third Party Congress stated—some opposition on the
part of "elements aiming at plant anarchy, who attacked
the statute on workers' self-management as an infringement of workers' rights," but it was quickly squelched.16
The division of power between party and trade-union
representatives in the conferences is still not quite
clear-cut,17 but the main objective of the reform has been
achieved: The councils have been shorn of most of their
management and control functions. The effect of these
changes on the grassroots popularity of the councils
are just those we should have expected. At the 1959
elections for membership in the workers' councils, only
one-half to three-quarters of the employes took part
in the voting (25 to 30 percent in Warsaw). Less than
a quarter of the members of the old councils were reelected, some of the latter withdrawing "because they
saw no opportunity for effective action."18 The proportion of party members in the councils rose from 30 to
38 percent. The most notable aspect of recent developments, according to the source of this information, is
"the fall in the employes' interest in the activities of
workers' self-management." The Polish workers' councils,
initially at least as influential in plant activities as the
Yugoslav councils (which had provided the original
pattern for the Polish experiments), are ending up with
10

Report of Ewa Lipinska to the Third Congress, Nowe
Drogi, No. 4, 1959, p. 423.
17
According to the decree on workers' self-management of
December 1958, "the Central Council of Trade Unions and the
relevant trade unions supervise the proper functioning of workers' management and coordinate its activity at the level of the
nation and of individual branches of the national economy."
(Dziennik Ustaw, Warsaw, 1958, No. 77, p. 387.) On the
other hand, according to the party secretary of a large enterprise, "the party organization was and is the motor of the conference on workers' self-management." (Nowe Drogi, No. 4,
1959, p. 191.) An essential change in article 50 of the statutes
of the United Workers' Party is relevant in this connection:
The party committee may no longer exercise direct control over
the activities of an enterprise; it must henceforth carry out its
control and political functions "through participation in the activities of workers' self-management, insuring the proper conjunction of the interests of employes with the interests of the
nation as a whole." (Nowe Drogi, No. 4, 1959, p- 758.)
18
J. L. Toeplitz, "KSR po roku" (Conferences of workers'
self-management after a year), Zycie Gospodarcze, No. 28,
1959, pp. 1 and 3.
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much less power than their Yugoslav counterpart. There
is now considerable apprehension in Poland, lest the
councils be transformed into local organs of state
control, bent on the improvement of plant efficiency
rather than on the protection of the workers' welfare.

Partial Administrative Decentralization
The delegation of powers from higher administrative
organs to producing enterprises was also stymied by
the piecemeal withdrawal of privileges granted in the
first months of the Gomulka regime. Prior to November
1956, each year's national economic plan was broken
down into a large number of directives, which were, at
least in principle, legally binding on the enterprises.
The scope of these directives varied from one industry to
another, often at the discretion of the central boards of
industry, an intermediate administrative organ between
the ministry and the enterprise. The directives were
usually numerous and pettifogging in detail, leaving
managers too little opportunity to develop their own
initiative. The decree of November 1956, aimed at "the
extension of the rights of nationalized industrial enterprises," limited the directives to eight in number, namely:
the total value of the enterprise's marketed output, the
quantity of the most important items produced, the total
wage fund, the volume of profits (or losses), the part of
profits to be turned over to the central budget (or subsidy therefrom), the value of centralized budget-financed
investments, a financial limit on capital repairs, and a
working-capital fund.19 Each enterprise worked out its
own "industrial-technical-financial plan," treating the directives it received from its central board as minimum
assignments. These detailed plans were no longer subjected to the approval of higher authorities.
The erosion of the reform began as early as May
1957 when a ceiling was placed on the total wages that
each enterprise might pay to its white-collar staff. This
limitation was superimposed on the more general directive concerning the total wage fund for all workers and
employes. Then restrictions were placed on the freedom
of the enterprise to apportion the profits left at its disposal among different "funds" (housing, decentralized
investments, and so on). About the same time, in order to
combat the waste of manpower at the plant level, the
state imposed separate limits on the employment of industrial workers, of engineering personnel and of two
other categories of employes in each nationalized enter18

Monitor Polski, Warsaw, 1956, No. 94; T. Gradowski, A.
Kiernozychi, "Wskazniki dyrektywne planu—a samodzielnosc
prezedsiebiorstwa" (Plan directives and the autonomy of the
enterprise), Gospodarka Planowa, No. 10, 1959, p. 12.

prise. Special import and export directives were added in
late 1958 and 1959.
The original set of eight directives specified by the
1956 legislation had proliferated to nineteen by mid1959. Actually, there were still other directives in most
industries, which, though they did not have the strength
of law, could be enforced fairly effectively by the ministries. A survey showed that two associations in the engineering industry, had received twenty-six directives
each.20
A recent article published in the popular Polish economic journal Zycie Gospodarcze, under the title "Autonomy of the Enterprise in Law and in Practice," cites
the unwillingness of superior authorities to revise faulty
plans ("They frequently throttle discussion by [their]
dogmatic standpoint, and refuse to permit criticism of
the plan."), and concludes that in most branches of industry, the system of production planning has remained
almost untouched by the decentralization reforms.21
Despite some recent limitations, it is still in the sphere of
financial planning, and particularly in the increased
autonomy of the enterprise with respect to the investment of its own profits and depreciation reserves, that
decentralization has been most effective. It remains to be
seen whether the falling off in the accuracy and coordination of investment and financial plans and the attendant
inflationary pressures will not prompt the authorities to
curtail further the powers of the enterprise in this
domain.

ANOTHER IMPORTANT ASPECT of the industrial
decentralization and the strengthening of decision making at the enterprise level was the replacement, in May
1958, of the industrial central boards by new bodies
known as "associations" (zjednozenia). This measure
was the outgrowth of the "theses" of the Commission on
the Economic Model, published by the Economic Council in June 1957.22 Among the important recommendations of the commission was the proposal to create an
intermediate agency between the enterprises and the
economic ministries, which would no longer simply
transmit and parcel out the orders of the Planning Com20

Gradowski and Kiernozycki, op.cit. p. 14.
M. Misiak, "Samodzielnosc presedsiebiorstwa w uchwalach
i praktyce" (Enterprise Autonomy in Law and in Practice),
Zycie Gospodarcze, No. 10, 1959, p. 3. S. Kurowski (op.cit.
p. 4) predicted in early 1957 that the "concessions of the bureaucracy" to the new decentralized system would be 'skin-deep'
as long as the administrative character of [production] decisions
remained untouched."
23
"Teze Rady Ekonomicznej" (Theses of the Economic Council), Zycie Gospodarcze, No. 22, 1957, pp. 1-2.
21
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mission and of the ministries as the central boards had
done, but would truly represent the interests of memberenterprises in their dealings with the ministry. To insure this, directors of all associated enterprises were to
be made members of the collegium of the association,
together with personnel appointed by the ministry.23 The
"theses" suggested that "the scope of activity £of the
proposed agencies] and the degree of centralization of
their administration should differ according to the concrete requirements of the branch or group of the member-enterprises."
The general lines of the May 1958 statute followed
the recommendations of the theses, except for the fact
that a single organizational scheme was imposed on
the 121 new associations, without regard for "concrete
requirements" in the field.
Less than two years have elapsed since the associations
came into existence and it is still too early to appraise
their significance. Nevertheless, three main trends may
be discerned: 1) The associations have taken over
many of the operational duties which the ministries
exercised prior to 1956 (and which in many cases had
already devolved on the central boards before the 1958 reform ); 2) the ministries have begun to encroach on the
prerogatives of the associations and of their enterprises:
the statutes of the Ministry of Light Industry, for example, make it mandatory for the ministry to issue regulations bearing on all detailed aspects of the operations
of enterprises, including many which should normally
have been left to the associations or to the enterprises
themselves; 3) the associations are acting increasingly as
agencies of the government representing "the national
interest," instead of mediating between the enterprise
and its ministry.24
In short, the autonomy of the enterprise is not so
much constrained by law as it is hemmed in by the
discretionary powers still residing in higher organs.
For one thing, each unit, from the enterprise up, still
depends on its immediate superior for its material
allotments and investment quotas. Every good Marxist
should realize that this kind of economic power is
likely to be wielded unless it is resolutely held in check
by the party.

A COMPARISON of the Polish association with its
Yugoslav counterpart—the udruzenie—whose makeup
appears to have influenced the Polish reforms—reveals
23
A minority of the Council insisted that the workers' councils should also be represented on the collegia.
24
B. Glinski, "W rok po reorganizacji systemu zarzadzenia"
(A year after the reorganization of the management system),
Gospodarka Planowa, No. 10, 1959, pp. 5-6.

JAK SOME NIKTOMV WYOBKAZAJA. DECENTIALIZ,

How Some People Conceive of
Decentralization
Caption above: "[Decentralization] isn't a question of simply
transferring the bureaucratic style of work, without any changes,
to a slightly higher or slightly lower level . . . " From an address
by Premier Cyrankiewicz.
(Various official titles at top have been changed to new titles
below—e.g., "Ministry" becomes office of the "Chairman,"
"Chief" becomes "Vice-Chairman," etc.).
—From Szpilki (Warsaw), April 5, 1959.

important differences between the two systems. The
principal function of the udruzenie is to represent the
interests of its members. Since the Yugoslav government
has abjurd detailed physical planning and confines itself
to the general guidance of the economy by means of
financial and fiscal "instruments," the Yugoslav association does not transmit direct orders from higher organs
to the enterprise. In several branches of heavy industry,
where price controls have been imposed and prices
no longer serve effectively as a device for allocating
resources, responsibility for rationing basic materials
and semifabricates among their members has been vested
in the associations. But since there are no detailed
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government plans regulating the total output and the
disposal of these goods, the distribution of available
supplies can be effected quite informally. This system
may not be more equitable; but it at least minimizes outside interference.

Rationality and its Adversaries
The fruits of the Polish October should not be
judged merely by the half-hearted attempts at decentralizing the system. Thanks to the removal of dogmatic
pressures, a new rational spirit has been breathing
through planning organs and economic agencies, which
may exert a more beneficial effect on the economy
than any partial reforms. The careful weighing of
alternatives, economic calculation, and the use of mathematical methods have begun to displace bureaucratic
routine and rule-of-thumb planning. Inflated production indexes are no longer taken at face value by the
planners themselves. For the first time since Soviet
planning methods were adopted in Poland, family budget
data have been collected to build up more reliable indexes of the cost of living and of real wages. The frantic
pace of planning of the Stalinist period with its unremitting pressure from higher to lower echelons has
given way to a more relaxed atmosphere. The Planning
Commission concentrates on a smaller range of important commodities and delegates detailed planning
tasks to the ministries and to the associations; the loss
in overall coordination has been at least in part offset
by larger planned reserves and by a higher level of material inventories held by enterprises.
But the most striking changes have taken place in
the research activities of the Planning Commission, where
qualified economists have been assigned to work on specialized mathematical methods applied to economic planning (input-output and linear-programming) and
on long-term planning problems (under M. Kalecki).
This research, at least until quite recently, seemed entirely uninhibited by rules or dogma. It will be interesting to see whether such men as Eugeniusz Szyr, Tadeusz
Gede, and Julian Tokarski, strong disciplinarians who
left their imprint on the Stalinist period and who have
now been reinstated to highly influential positions, will
tolerate rational planning and objective studies or
whether they will insist on setting unrealizable targets
(to "mobilize the masses") and on reviving the old
"party spirit" in research (to further the ends of internal
propaganda).
That the cleavage between the "rationalist forces"
and the newly active proponents of "tight plans" and
industrialization at any cost remains serious had become

apparent during the debate around the Fifteen-Year
Plan, scheduled to run from 1961 to 1975. At the Twelfth
Central Committee Plenum in October 1958, Eugeniusz
Szyr led the "conservative forces"—the partisans of an
accelerated pace of industrial expansion—in an assault
against the moderate, balanced plans drafted under
Kalecki's direction. Against the opposition of "centrists,"
including Jedrychowski, the president of the Planning
Commission, Szyr successfully pressed for a tightening
of Kalecki's plans.25 When Professor Kalecki and his
collaborators in the Planning Commission were through
incorporating in their long-term plans the revisions
enjoined by the party—and they had succeeded, still
under fairly reasonable assumptions, in balancing their
output targets and their forecasts of productive capacity in the different sectors of the economy—the
party resolved to tack on to the 1961-65 phase of the
plan an additional investment burden amounting to
twenty-four billion zlotys, or five percent of the total
volume of investments planned for that period. This
was to pay for the accelerated mechanization of agriculture and for the development of the "agricultural circles,"
a loose form of producers' cooperative, which are expected to pool the tractors and other implements supplied
by the state for the joint use of individual farmers.
Whether or not the circles will receive enough
spontaneous cooperation from private farmers to put
over the program is a moot point; the farmers' fear
of being prodded from membership in a circle to membership in a collective farm may be strong enough to
make him withhold his support. In any case, the new
project was a poorly prepared gamble from the industrial viewpoint. Oskar Lange, speaking before the June
1959 plenum, pointed out that the additional investments called for by the new plan might be relatively
modest, but the needs for machinery and equipment
were so concentrated in the metal-consuming branches
of industry that bottlenecks were likely to arise in this
sector if present calculations were not carefully revised.26
Information available to date indicates that the postplenum revision of the output targets and of the ma25
Jedrychowski, in answer to Szyr, warned against a return
to the policy of 1951-1953, when the economy had been strained
by an excessive investment burden: "We all know what is involved in such excessive investments: open or concealed price
increases, a drop in real wages, chronic market shortages, etc.
. . . Do we wish these phenomena to recur? I believe we do
not; we cannot tolerate them." Source: XH Plenum Komitetu
Centralnego Polskiej Zjednoczonej Partii Robotniczej (Twelfth
Plenum of the Central Committee of the United Workers'
Party), Warsaw, November 1958, p. 192.
20
Report to the Second Plenum of the Central Committee,
June 22-23, 1959, Nowe Drogi, No. 8, 1959, p. 97.
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terial balances underlying the long-term plan has been
pretty casual.27 Kalecki's best-laid schemes may now
easily go agley.

The Price System and Economic Reform
What are the prospects for the future? It may be
argued that the present trend toward recentralization
was made inevitable by the failure to improve the structure of prices in step with the gradual loosening of
controls: How could the central authorities rely on
value planning, as the planners did in Yugoslavia, when
balanced global plans might conceal shortages and surpluses in the supplies of individual commodities? Investment plans, in the aggregate, might be consistent
with the budget and the credit plans and with the targets for national income and for individual consumption, but what good would this do if cement and tractors were in deficit supply, or if the part of the national
income earmarked for consumption proved unsalable
at established prices? Only a system of prices equilibrating supply and demand for each commodity would be
sure to forestall these difficulties. 28
This is where dogma and pragmatic necessity are
most at odds. Even the liberal-minded majority of the
Economic Council balked at the creation of a free market for producers' goods. They categorically rejected
the concept of "spontaneous price-formation beyond
the control or the influence of the state." 29 Even though
the Council recommended a certain degree of flexibility in price-setting, including limited adjustments to
changes in relative scarcities, the reform scheduled for
January I960 is essentially of the same administrative
character as previous reforms. Only now, the principles
governing the reform make at least passing obeisance
to the need for reconciling supply and demand in the
long run. Producers' prices are to be raised high enough
to eliminate the need for subsidies in all industries;
the prices of primary commodities entering foreign
trade will be set in reasonable proportion to prices pre27
The indiscriminate overloading of the long-term plans calls
to mind the initial stages of the Six-Year Plan when Stalin
imposed drastic last-minute changes on Hilary Mine's targets
(with disastrous ultimate consequences). It should be noted,
however, that both the old and the latest versions of Kalecki's
plans have been much more realistically and expertly drawn up
than the Mine plans.
28
In Yugoslavia, prices of a number of important industrial
materials have not been set at equilibrium in recent years
either. But this deficiency has in part been made up by a more
detailed value planning than in Poland, and by a more flexible
tax policy, which enable the state to restore some degree of
balance in disrupted markets.
28
"Teze Rady Ekonomicznej," op.cit. p. 2.

vailing in world markets; and in industries with a wide
range of production costs, such as coal mining, prices
will be set somewhat higher than at the industry-wide
average in order to reflect cost "at the margin" (i.e.,
the cost of the most inefficient producers whose plants
or mines must still be operated to fulfill the industry's
production plan). The main point, however, is that
prices will be rigged at their I960 level for several
years. By the time changes in labor productivity and
inflationary pressures have worked their differential effect on the costs of the various industries, prices will
again be out of line with costs.
Still, it may be expected that the new prices will be
much better than the old, which were once privately
described by a Polish economist as "practically random."
The use of more rational prices will improve the quality of aggregate value planning and of investment calculations made in Polish currency. This will make it
possible for the authorities, if they wish to do so, to go
a little further toward decentralizing the planning system than they have hitherto. If the decentralizing trend
of 1956 and early 1957 is resumed in the beginning of
the 1960's, then this will suggest that the recent retrogression was motivated more by the practical difficulties of value planning with irrational prices than by
the political nature of the system. On the other hand,
the imposition of more pervasive controls would tend
to confirm the views of those who hold that the concentration of political power is basically incompatible with
the diffusion of economic responsibility.

MUCH OF THE DISCUSSION so far has turned on
the efficiency of the Polish "model." But the efficient
performance of an economy is not the only criterion
of its success or failure. Steady industrial growth or
even the systematic improvement of the living standards of the population may be compatible with a good
deal of economic waste. Thanks to a more reasonable
investment policy and to foreign loans obtained from
both East and West, Poland did well with respect to
industrial growth and to living standards in the last
four years, at least up to the meat shortages of mid1959, which pruned off a part of the gains in consumption realized after 1956. According to the official
index of gross output, industrial growth in recent years
has averaged about ten percent annually. Wages, net
of taxes, in all socialized enterprises rose a little over
40 percent from mid-1955 to October 1959, compared
to an increase of perhaps 12 percent in the cost-ofliving index. 30 The apparent 25 percent or so rise in
30
Based on an appropriate adjustment for the effect on the
index of the increase in meat prices of October 1959.
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real wages is almost certainly overstated, if only because the real scarcity of housing is not reflected in the
price index and the housing situation is no better than
it was three or four years ago. But it is consistent with
the substantial improvement in the market supply of
consumer goods, particularly of durable goods, which
has struck the attention of foreign observers who visited the country both in 1956 and 1959.

Concluding Note
The economic experiments of the last three years
were so deeply embedded in Poland's complex politics
that they afford little scope for generalizations. Was it
the nature of the Communist political system which
militated against decentralization? Or did Gomulka
wish to liberalize the economy but fail because his economic advisers could not develop instruments of remote
control in time to keep the inflationary situation from
getting out of hand? These arguments are equally plausible; just as it may also be urged that Gomulka originally had the intention of going ahead with liberalization, but that he was dissuaded from doing so by the
representations of Soviet leaders intent on minimizing
institutional deviations among the members of the Communist bloc. After all, party activists in Prague or Mos-

cow might find it hard to explain to the st.-ffs of nationalized enterprises chafing under a cenu.iized bureaucratic system that it was all right to have plant
autonomy and active workers' councils in next-door
Poland, but that such heresies could not be tolerated at
home.
Finally, the changing balance of forces within the
United Workers' Party may have had a good deal to
do with the renewed emphasis on discipline and austerity. As the more liberal elements in the party—including such influential men as W. Bienkowski and J. Morawski—were gradually eased out of power and the party
began to lose such credit as it had gained in public
opinion during the events of October 1956, there was
little recourse left but to rely on the hard core of martinets in the party apparatus, who were happy to substitute disciplinary measures and dictation for the weak
incentives and the mild persuasion which had failed
to bring out the maximum productive effort from the
population. Only time will tell whether these old hands
can steer clear of the "mistakes and excesses of the
past"; the failure to build automatic controls into the
economic system in the last three years and the arbitrariness of recent investment decisions, let alone the
new drive for political conformity, hardly augur well
for the future.

Hungary's Craving for Normalcy
By Paul Ignotus
MORE THAN THREE YEARS after the crushing of
the Hungarian Revolution, the gulf between the Russian-imposed regime and the bulk of the Hungarian
population is as wide as ever. But there is one thing
about which the people see eye to eye with their rulers:
in one way or another, all would like life to become
Mr. Ignotus, who last appeared in this journal with
"Hungarian Intellectuals Under Fire" (May-June
1959) is a distinguished Hungarian writer and journalist, currently head of the Hungarian Writers' Association Abroad (London, England). His autobiography, Political Prisoner, was recently published by
Routledge and Kegan Paul, London.

"normal." The government is apparently haunted by the
memory of 1956 and spares no effort to prevent a rebirth of the 1956 spirit, oscillating between tactics of
greater leniency and administrative repression. The people, on the other hand, are simply tired of dramatic
events, disappointed with frustrated hopes, and apathetic
about politics. Their major concern has become making
money, however possible, and enjoying the modest
pleasures afforded by the return to a comparatively normal existence.
This craving for normalcy is reflected in the main
achievements of the regime. All labor power possible
has been concentrated on rebuilding the city of Buda-
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