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T LOOKS LIKE an enommous open-air
market, a Turkish bazaar on the Vistula.
Vendors crowd the streets and squares of
Warsaw, hawking everything from
modest bundles of fresh dill to such
luxuries as art books, stereo equipment,
and designer sneakers. Freelance
butchers sell hunks of beef and pork from the back of
trucks and are sufficiently legitimate to be listed alongside
more traditional meat shops in the section on comparative
prices in the Solidarity daily paper (“the truck at Defilad
square has’the cheapest sirloin in town™). The market hasn’t
50 much ammived in Warsaw: the market is Warsaw.

Although generally pleased with the greater availability
of consumer goods, Warsaw residents treat the other signs
of capitalism’s arrival with a good deal less enthusiasm.
Prices have increased tenfold
over the past yvear and wages
haven't nearly kept pace. The
marginal poor—pensioners,
the disabled, the newly un-
employed—have been hit
hardest. At bottom are the
new class of beggars, some
of whom are AIDs sufferers
who can find neither jobs nor
health care. The train stations
are filled with homeless. The
existing social structures—
whether Church or private—
are groaning under new bur-
dens.

At the other end of the
spectrum, Warsaw's new
Marriott hotel offers expen-
sive Tooms and a casino for
tourists and business VIPs.
Exchange booths have been
set up in every available
space—the backs of res-
taurants, the lobbies of
cinemas—to vie for the in-
creased trade in dollar, mark,
and pound. Catening to the
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nouveau riche and the ancien nomenklatura are upscale
cafes, videotape parlors, even a trendy French wine shop in
the center of town.

These oases of market success notwithstanding, the
overall atmosphere in Poland is pessimistic, whether in
Warsaw or the more economically depressed hinterlands.
“We have suffered for most of our history,” Poles will tell
you, “we are suffering now under austerity and we will
probably suffer long into our future as well.” A fitting senti-
ment. perhaps, in a country whose historical experience has
been likened by its 19th century poets and 20th century ac-
tivists to the trials of Christ, a country which has chosen a
prime minister, Tadeusz Mazowiecki, whose face sags,
whose shoulders droop, and whose entire term of office
seems nothing less than an extended political crucifixion.
The further the Polish economy nose-dives and the further
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contract. Balcerowicz an-
nounced that he needed six
months before his plan could
be effectively evaluated; Min-
ister of Labor and longtime
opposition leader Jacek Kuron
repeatedly appeared on Polish
TV to lecture Poles on neces-
sities of belt-tightening.
Solidarity the trade union
promised nearly unconditional
support for the plan: in other
words, no labor unrest.
Foreign companies seemed
happy. as did Poland’s
Western economic advisers
and the International Mone-
tary Fund. Application of the
stick has been accepted. now
what about that carmot?

In terms of monetary
policy, the Balcerowicz plan
quickly accomplished its goal:
by March, inflation had
dropped to single digits. Other
economic indicators, however,

his body sags in commiseration, the more popular
Mazowiecki seems to grow.

This is Poland in transition, Poland on the verge of a
new era, Poland being subjected to the tears and strains of
“overnight capitalism.” In 1989, Poland attempted a politi-
cal experiment—the Round Table negotiations—to resolve
4 long-standing conflict between a commumst govemment
and a mass protest movement. In 1990, Poland 15 an
economic guinea pig, the first country in the atrophied War-
saw Pact to begin the transition away from centralized
planning

Some of Poland's neighbors believe themselves immune
from the social ills presently tormenting Poland. But Polish
suffering may not be exceptional. To join that greater
European fraternity of nations, all Central Europeans will
have to address the questions that Poles are now debating.
all would-be Common Marketeers will have to undergo the
painful hazing almost facetiously referred to as “normaliza-
tion."”

The Balcerowicz Plan

T THE end of December 1989, the new Solidarity
government of Tadeusz Mazowiecki set into motion
Poland’s “grand experiment."” Designed to combat 1,000
percent Polish inflation, the new program—named after
Finance Minister Balcerowicz—led to massive price in-
creases, a4 cap on wages, a recession, and an intensification
of social problems. A radical cure for a radical problem, the
Balcerowicz plan reflected the philosophy of the laissez-
faire school (deregulate, privatize, cut government spend-
ing), though the shapers of the plan more often than not
cited the Swedish or West German economies as models.
The promise of Swedish-style prosperity i1s the carrot,
austerity the stick: vulgarly put, this is Poland’s new social

were disastrous, leaving the Swedish carrot as distant as
ever. The standard of living had deteriorated with a 35 per-
cent drop in real incomes. A recession had set in with
marked decreases in industrial and agricultural production
{a 23 percent drop in industrial production in January 1990
compared to January 1989). In perhaps the most dramatic
effect, unemplovment increased from 56,000 in January
1990 to 267,000 in March. Although many of these people
had never worked in their lives and had simply registered
in order (o get new government benefits, 43 percent of the
March figure were workers thrown out of “restructured”
workplaces. The government expects 400,000 unemployed
by the end of the year; the World Bank puts the figure
closer to 2 million. Many analysts consider the World
Bank’s estimate optimistic.

Perversely, however, Balcerowicz and the Solidarity
government are rooting for unemployment. The otherwise
grim statistics, says Polish journalist David Warszawski,
“are presented by the national media almost as victory
communiques from the front.” The greater the dislocation,
the more proof that the economy is changing radically.
Polish workers haven’t necessarily agreed. A stnke broke
out during the second Solidarity trade union congress in
April among transportation workers in Gdansk. In late May,
a railroad strike paralyzed the lines in northern Poland.
Though eventually settled by Solidarity exhortations and
minimal government concessions, such strikes indicate that
when the informal contract between state and society
breaks down, when the carrot disappears leaving only the
stick, not even Solidarity and Lech Walesa will be able to
guarantee labor tranquillity.

While Poles continue to reserve judgment on the Bal-
cerowicz plan and its monetarist finagling. attention has
shifted to a similarly difficult reform: the question of state
industries and their ownership.
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Privatization Debate

ADEEADE AGO, the Solidarity trade union movement had
a uniform position on the question of factory control:
workers should gradually wrest power from the state and
deposit it in workers councils. The concept was samorzad
or self-management. “This was the Solidarity battlecry of
1980-1981." journalist Warszawki relates. “Most of
Solidarity’s economic program was built around the idea of
workers’ self-management. Now this is gone, dead, disap-
peared completely. Essentially because anything which
smacks, or seems to smack, of socialism, lefi-wing or
whatever, i$ a dead political proposal. This does not mean
that the social needs addressed by the program of worker
self-management have disappeared. They simply lack a lan-
guage with which to be expressed.” Even for Solidarity
trade unionists, workers’ councils have lost their viability as
alternative decision-making structures. “A third body is not
necessary,” says Bozena Chojnacka of Solidarity at
Warsaw’s prestigious Ursus tractor plant, “There is manage-
ment and there is the union.”™

Samorzad all but departed, the rage today in Poland is
privatization, the transformation of state enterprises into
Jjoint-stock companies. In 1989, the theoreticians of privati-
zation argued that the average Pole would buy stocks in the
new companies with excess zlotys stored in bank accounts,
stuffed under marresses, invested in gold, and so on. Now,
however, after massive price increases, Poles have relied on
their savings just to survive. With capital no longer magi-
cally abundant, only two groups remain with money
enough to invest: foreign companies and the former elite
(which is trying to trade political for economic privilege).

But even these groups might be reluctant to invest in
stocks. Why should foreign investors, for instance, choose
Polish firms and not potentially more lucrative ventures in
East Germany, Czechoslovakia, and Hungary? Poland, after
all, has a strong inde-
pendent trade union
movement (sadly enough,
even Poles who stren-
uously supported Soli-
danty for the last decade
are unwilling to invest in
privatized enterprises
where trade union activity
would cut into their
bonuses). Furthermore,
many state enterprises are
not sufficiently profitable
to attract investors. In
May, the ministry official
in charge of privatization,
Krzysztof Lis, reported
that of 100 firms to be
privatized, only 10 have
guaranteed buyers. The
government must avoid
privatizing risky enter-
prises which, by failing,
would undermine public
confidence in the whole

process, The rapid privatization of Polish industry, so wide-
ly reported in the West, will in fact take many vears.

According to an April poll in Solidarity's daily, Gazera
Wyborcza, a majority of Poles support privatization in prin-
ciple but are unsure who the owners of the new firms
should be. They don’t want foreign businesspeople or joint
ventures, nor private businesspeople from Poland, nor
public-private partmerships, nor private stock companies
with stocks sold on a general access basis. The majority
supports an employee stock ownership plan (ESOP) in
which workers are the major stockholders of the enterprise.
Yet, of the two privatization bills presently in front of the
Polish parliament, the ESOP alternative is unlikely to pass.
The government plan, which proposes 20 percent of shares
offered on preferential basis to workers, has much wider
support within the political elite.

Since the social needs that were once fulfilled by the
notion of samerzad are not being met by either privatiza-
tion or the Balcerowicz plan, the Solidanty govermment
might ordinarily be expected to compensate with a strong
social welfare program. After all, if Sweden is the goal. ..

Social Programs

APRIL. at the Solidanity trade union conference, Mini-
ter of Labor Jacek Kuron stood uwp to address the
audience. “"The government has no program of social
policy,” he announced. “And | am responsible for this
lack.” Nomallv such a mea culpa precedes resignation or
at least a policy about-face. But Kuron still manages to run
on candor and, oddly enough, many Poles take it for
granted that the government has no program.
*We now live in a very pragmatic time,” says Tomasz
Kazmierczak, one of the advisers responsible for the
government’s social program, such that it is. “I think it is
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useless to talk about social justice when there is no money.
Ten years ago, such wonderful ideas as justice, solidanty,
and freedom were what people gathered around. But now,
improving the economy is number one.”

The government has designed a makeshift program of
benefits and minimal job retraining. Much of the budget 1s
slotted for the creation of new jobs. Those jobs have yet to
materialize. In 1989, there were over 250,000 jobs available
at employment agencies, while today the figure is less than
20,000. The amount of money provided for unemployment
benefits—360 billion zlotys—covers roughly 500,000 un-
employed workers at subsistence level. The government is
singularly ill-equipped to find jobs for unemployed steel
workers, coal miners, and ship builders or, for that martter,
the latest crop of university and secondary school
graduates. The Ministry of Labor isn’t even developing
policies to handle the flood of disenfranchised farmers
whose professions will gradually be made redundant by
agricultural reforms. Nor are the cities prepared to handle
the inevitable exodus from the countryside as the nearly 30
pereent of the population working in agriculture is reduced
to postindusirial proportions.

Borrowing a page from the Reagan book, the Solidarnty
government has relied on private initiatives to substitute for
a concrete social program. When Kuron proposed soup
kitchens to take care of the problems of economic disloca-
tion, the slogan “Throw Kuron into the soup™ started to ap-
pear as graffiti. Certain members of Solidarity the trade
union, are outraged by this lack of government response.
There is precious little tradition of charity in Poland, points
out Grzegorz Bierecki of Solidarity National Commission
in Gdansk, adding that if Kuron provides only frankness in
lieu of a program, he should resign.

A change in the political climate may soon take that
decision out of Kuron's hands.

Left Versus Right

OLITICAL DISTINCTIONS in the West genemally presup-

pose a market economy. Even most Westemn socialists,
in order to engage in “practical politics,” acknowledge the
presence of the free market (however diversely structured,
however variably “free” that market may be from couniry
to country). Consequently, the “acceptablc™ spectrum
regarding short-term politics stretching from left to right on
economic issues is determined by the degree of government
intervention, the size and scale of proposed social
programs, taxation rates, and other such fine points of wel-
fare capitalism.

Market systems do not yet exist in Eastem Europe there-
fore the distinction between left and right regarding how to
function in the presence of markets makes little sense there,
s0 the present debate, whether in Poland or Hungary, is per-
haps better defined as a struggle between “modemizers™
and “traditionalists.” The former wants rapid marketization
in order to force entry into the “developed”™ world; the latter
advocates a more cautious pace that doesn’t threaten the
stability of society.

In Poland, the second camp includes a strange mix:
Christian nationalists who cling to traditional values of
blood and soil; small farmers who don’t want to lose their

farms; workers in sunsct industries who don’t want to lose
their jobs. Although elements of the first two groups have
tried 1o achieve some political coalition, the third group of
skilled industrial workers are presently without real politi-
cal representation. Originally the major component of
Solidarity support, they are now the chief sacrificial lambs
of restructuring, put under the knife by their putative politi-
cal allies in the Solidarity government. Abandoned by
politicians and eager to avoid unemployment, these workers
are being wooed by various populisms (for instance, OPZZ,
the former official trade union) and by more traditional
conservatives who have increasingly appropriated the
rhetoric of social justice.

The Solidarity government, meanwhile, has taken the
modernist line, the greatest champions of which are the
“center-left” politicians: Adam Michnik. Jacek Kuron,
Bronislaw Geremek, and Balcerowicz himself. Although
avowed free marketeers, these long time opposition intel-
lectuals are considered center-left because they are self-
styled social democrats (versus Christian democrats) and
eschew talk of conservative nationalism and patriotic
renewal, the language of the Polish right. This group
believes, in almost a mock replay of Lenin chastising the
“childish" left, that the market has to be established quickly
before any talk of social programs and Swedish solutions
can get underway.

This combination of a left past and market rhetoric puts
this faction in a particularly vulnerable political position.
Already the nationalists have accused the Michnik and
Geremek tendency of promoting “cosmopolitanism™ (read
“Jewish and Communist”™) and, ironically, wild uncontrolled
capitalism as well. Long before a market emerges in Poland
and the more familiar uses of the labels “left” and “nght”
emerge, the Polish “social democrars™ will have lost out
politically. In parliamentary elections expected to be held in
spring 1991, the center-right in Solidarity has an excellent
chance of prevailing, with help from a conservative alliance
of farmers and Christian nationalists and blessed with either
Walesa's support as trade union leader or his leadership as
a candidate to replace Jaruzelski as President.

Ideology Of Pragmatism

ORE IMPORTANT rhetorically in Poland than the labels

left and right, are the labels “ideclogical” and “prag-
matic.” The government bills its program as “pragmatic,”
as the only possible solution to Poland’s enormous
economic problems. All other economic alternatives—ifrom
workers’ councils to ESOPs—are deemed “ideclogical” or,
in translation, imesponsible.

This opinion doesn’t only come from the government,
Wlodzimierz Kesicki of Solidarity-Ursus comments: “The
Balcerowicz plan is a very necessary plan because it is
Draconian. There will be much sacrifice and it will turn the
Polish economy into a normal system.” More expected per-
haps is the view of Andrzej Machalski, the voice of busi-
ness interests in the Polish Senate: “1 am in practice against
ideologies. They should describe and not create realities.”
This leads Machalski to criticize what he sees as both the
extreme left and right in search of a “soft, gentle
capitalism.™
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The new ideclogy of pragmatism places a greal premium
on efficiency: everything can be sacrificed in service of the
more “rational” product. Already this fascination with ef-
ficiency, combined with an equally strong belief in “ex-
perts” and technocrats, is having disturbing political conse-
quences. If one party can provide the experts and the neces-
sary and pragmatic economic program, why have other par-
ties? Even Geremek, the head of Solidarity’s parliamentary
coalition, has talked of democracy in a one-party state. In
the liberal Catholic newspaper Tygodnik Powszechny,
former associate editor Maciej Kozlowsky recently publish-
ed a controversial article predicting that Poland would fol-
low the Mexico model. If pragmatism doesn’t erode their
domestic support before a credible alternative appears,
Solidarity intellectuals might successfully transform their
party into the permanent party of the “refolution™ (io use
Timothy Garten Ash's term).

Market chaos, recession, unemployment, lack of social
services, monoparty pragmatism: to what extent is this pat-
tern peculiarly Polish?

Pull Of Europe

O PREDICT the future of economic institutions in Eastern

Europe, one must look at Brussels and the European
Economic Community (EEC). In order to make their
economies structurally acceptable to the European com-
munity, Eastern European countries must follow certain
guidelines. Whether as equal pantners with Western Europe
(a rather naive but widespread expectation) or as a zone of
economic exploitation (a more likely and disturbing pos-
sibility), the countries of Eastern Europe will adjust their
economies to facilitate in-

In the short term, however, Polish-style austerity will be
the norm. East Germany is looking toward unemployment
of 1-2 million (with a population of 16 million, less than
one-half of Poland) as many kombinate go bankrupt: 16
percent at the very least, according to the Wall Sireer Jour-
nal. Another 52 per cent of these enterprises need substan-
tial subsidies which West Germany may not be willing to
provide. Judging form the recent Christian Democratic los-
ses in local elections, West Germans are becoming increas-
ingly unhappy about footing the bill for unification. Nor
will monetary union carry East Germans through, The one-
to-one Ostmark for Deutschmark only applies up 1o a cer-
tain limit; after that sum, the exchange will be two-to-one.
Meanwhile, East German prices will skyrocket up to West
German standards and East German wages, as in Poland,
will not keep pace.

Czechoslovakia is also on the verge of witnessing its
revolution lose its velvet lining. Large unemployment is ex-
pected, subsidies will be eliminated beginning in July,
prices will rise accordingly. All major parties and proto-par-
ties—from the Civic Forum coalition to the Christian
Democrats—support rapid introduction of a market.
Czechoslovakia has a stronger tradition of social justice
than Poland but the logic of pragmatism might quickly
overpower the gentle rhetoric.

S50 the Polish case may not be exceptional. Poles will
simply bite the first bullet, have the first taste of austenty.
In 1989, Poland could truly be said to have exported
revolution to its neighbors. Extremes in income distribution,
deterioration of social policy, unregulated spread of busi-
nesses both small and multinational—these may be
Poland’s bitter exports to the region for the 1990s, z

teraction.

Thus, modemization of
heavy industry will en-
gender large unemploy-
ment as will agricultural
policies designed to elim-
inate reliance on small
farms, Price subsidies will
be eliminated; alternative
economic structures dis-
couraged (this is also hap-
pening in  Western
Europe, for instance, as
the Mondragon coopera-
tives in Spain struggle to
compete in the EEC);
labor unrest prevented
“for the sake of the
whole.” In the long term,
the presence of Western
Europe may be a plus, if |2
Eastern Europe manages .
to adopt the standards set E g 4
by Western European -gb :
labor unions or the “"il*—... :
guaraniees promised by #ﬁ‘;
the EEC’s social charter, o
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