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FOREIGN CAPITAL IN POLAND 1918 - 1939

INTRODUCTION

The problem area of foreign capital is very extemsive and com-
plicated. Its complexity springs from several causes, among which
we can number firstly, the difficulties involved in giving a precise
definition of the very notion foreign capital, secondly, the lack
of suitable statistical data, and thirdly, the multiplicity of imter-
woven issues.

At first glance, the notion foreign capital would seem to be
quite clear. However, when we go into the problem more deeply,
it turns out that this is not the case. For what are we going to
regard as foreign capital ? The issue is quite clear if the capital
has come from abroad from a citizen of another state, permanent-
ly resident in another country and not possessing Polish citizen-
ship. But will for instance capital belonging to a Polish citizen of
German nationality be foreign capital ? And how should we treat
the inflow into Poland of capital from a Pole, but one who has
lived abroad for years and who no longer even possesses Polish
citizenship ? And what do we do with capital which seemingly
appears in the statistics as Polish capital, but which in reality is
known to have come from abroad ? In order to answer each of
these questions, and their number could be significantly increased,
one would have to examine each case in detail. In practical terms
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this is impossible. Hence the need to adopt some practical solution,
which in the face of precise scientific analysis might of course
give rise to a number of doubts. Correectly speaking, the most
appropriate way would seem to be to regard as foreign all eapital
administered from abroad, irrespective of whether of not it offi-
cially appears as Polish capital, of whether its official owner is
a Pole or foreigner.

Of course, these methodiological difficulties have a bearihg on
the statistical data, which we rmust of necessity employ in the
absence of any others. Inter-war Poland statistics regatded as
outside capital all capital which was declared as foreign. Division
of this capital into national groups was based on the same decep-
tive criterion. For net at all infrequently there were cases where
the owners preferred to conceal the true "nationality”™ of their
capital. It also happened that foreign capital preferred to appear
in Polish guise, and Polish capital in foreign guise.

Research on the share of foreign capital in Polish emterprises
was undertaken at a relatively late date, and for this reason, for
the first years of the Second Republic we have no statistical in-
formation at all. Considerable difficulty, too, is caused by the
wide variety of forms in which outside capital flowed into the
country. Among the most easily perceived were loans granted by
foreign creditors to the state and to local government. It was
more difficult to get an idea of the share of foreign capital in the
joint stock of industtial, banking and other firms. But the greatest
difficulties were posed by the question of the dependence of con-
cerns operating in Poland of foreign coutries, which dependence
was based on the provision of long- and short-term eredits. In
many cases—on account of lack of confidence in the permanence
of the Polish state—foreign capital was rather afraid of purchasing
shares which it was often difficult to sell again in order to regain
one’s money. It was considerably easier to regain capital invested
in the form of loans—and easiest of all where short-terfm credits
were involved. Thus it was quite often the case that foreign cap-
ital did not form part of the joint stock of Polish firms; but made
it totally dependent thiough the granting of credits. For the with-
drawing of credits entailed the danger of bankruptey for the bu-
siness, thus the owners had to eomply with the demands of the
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foreign creditors. This dependence could exist in the case of every
form of loan. At the present time we are not in a position to give
an accurate definition of the role played by this form of rendering
the Polish economy dependent on foreign financial centres. But
we do know that this role was a vital one. We know too of course
how much credit Polish enterpiises received from abroad, but
we do not know which loans led to the economiec dependence of
a given firm on an outside creditor. It is also worth mentioning
that such dependence often came about through the granting of
credit by a bank operating within Poland, but itself dependent on
otitside eapital.

The third difficulty of research on the problem of foreign cap-
ital stems from its multi-faceted nature. For what is immportant
to an understandiing of the problem ? One should know the atti-
tude of Poland to the inflow of foreign capital, and this attitude
was subject to significant fluetuation, and sometimes differed as
between government circles and among private owners. It was
not only the attitude of the Poles which exerted an influence on
the inflow of capital to the country, but also—and to a greater
degree—foreign views on the advisability of making imvestiments
in Poland. Views on this question varied greatly at different
times and in different countries ; and it was seen in one way by
private capital, whose decisions were guided by the desire to
obtain a large profit and security for its investments, and in an-
other way by governments, who examined the issue from the
print of view of immediate or long-term political interests.

1918 - 1921

The partitioning of the Polish state meant that capital from
the three partitioning powers could flow in unrestricted amounts
into their respective sectors. Thus in Galicia a significant role was
played by Austrian capital, and in the Prussian sector—by Ger-
man capital. In view of the fact that the Polish state did not exist
during the partition era, this capital could not be regarded as
foreign. Alongside this capital, that of other nations also acerued
to Poland.
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In consequence of the weak state of Polish capital, this foreign
capital was most prominent—apart from Silesia—in the Kingdom
of Poland : operative here was German, Austrian, Fremch, Bel-
gian and other capital. Foreign capital also played a large role in
the Galician oil industey, which enjoyed the participation of Ame-
rican, English, French, German and other capital.

So that at the point when Poland regained her itdependence,
foreign capital already played a very considerable role in Polish
industry and banking. Its role in agriculture and transport was
a good deal less significant. However, in view of the lack of data,
it is impossible to answer the question of how great a share for-
eign countries had in industry and the banking system, ot of how
its national make-up was shaped. The latter went through quite
considerable changes during this period, since German capital
tried to hide behind the cover of other states. This phenomenon
was partieularly pronounced in the oil industry. Only in Pomera-
nia and in Great Poland were the Polish banks able to effect
a real repurchase of certain industrial and eommerecial concerns
from the hands of the Germans.

The difficulties with which the Polish authorities were comn-
fronted in consequence of the destruction of the country, the weak
state of home capital, and the government’s financial troubles,
meant that particular cabinets—irrespective of their political col-
ouring—regarded the inflow of foreign capital to Poland as a fun-
damental condition for the country’s reconstruction and develop-
ment. Some went even further and maintained that without the
securing of foreign aid, it would not only be impossible to carry
out reconstruction, but even to improve the country’s finanecial
situation. Successive governments were interested both in secur-
ing foreign government credits for the state, and in encouraging
the inflow of private capital to various branches of the domestic
economy. J. Moraczewski, Prirne Minister in the first administra-
tion, and members of his Cabinet spoke in favour of the need for
Poland to secure foreign aid in the form of loans. The treasury
minister was charged with the task of drawing up a plan for the
negotiating of loans abroad, and of sending a mission to the coali-
tion states for the purpose of conducting appropriate talks. I. Pa-
derewski’s government made increased efforts in this direction.
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The Prime Minister himself voiced the view that first and fore-
most Poland was in need of "a large foreign loan [...] a wvast
amount of foreign credit” ! At a session of the Council of Minis-
ters it was resolved to invite representatives of foreign banks to
Poland for the purpose of initiating loan talks. At the same time
Paderewski appealed to the chairman of the peace conference in
Paris with a request for the granting of a loan to Poland as an
advance payment in respeet of eompensation for war damage. This
activity was supported by Polish businessmen, who also made
their own efforts to secure the inflow of foreign capital.

However, these efforts produced little effect. For both private
business circles abroad as well as the governments of other states
were afraid to invest in a country which was in a position to
guarantee repayment neither of interest nor of capital. Account
was taken abroad of the possibility of social revolution within
Poland, as well as of major pertuthatiion connected with the fix-
ing of the borders : the latter might lead to the outbreak of local
military conflicts.

The chaos which reigned in the area of seeking out foreign
capital only increased the difficulties involved in securing such
capital. Almost every ministry acted on its own account. In one
country at the same time, several Polish economic missions would
be active without knowing of each other’s existence. Ewveryone
was attemptiing to buy as much as he could on credit. As a result,
the treasury did not have an accurate picture of the overall ex-
tent of the liabilities being incwrred.

Preparatiions for war with Soviet Russia brought about further
increased interest in securing loans abroad. For both the purchase
of military equipment and the country’s food supply depended on
them. Loans were also of vital significance in providing factories
with machinery in short supply as well as raw materialls, which
was a necessary condition for increased employment and for the
maintenamce of peace within the state. During this period eco-
nomic circles exerted increased pressure on the government to
facilitate the inflow of foreign capital to private businesses and

! From a speech by the Prime Minister, 1. Paderewski, in the Sejm.
Verbatim report of the session of the Sejm on 26 March 1919, col. 1111,
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institutions. The government acceded to the demands of the bu-
sinessmen and very much relaxed the regulations governing the
functioning of foreign capital within Poland. The Ministry of For-
eign Affairs informed its representatives abroad of the significance
of the changes introduced, in the following manner : “The decision
taken by the Ministerial Economie Committee represents a de-
parture from previous practice relating to foreign capital. News
of the decision, communicated orally to our envoys [...], met
with the best possible response”.?

The retreat of the Polish army in the summer of 1920 gave
rise to further pressure to seek foreign financial aid. One effect
of this was the adoption by the Ministerial Economic Cammittee
an 20 August 1920 of a draft decree by the Council for the De-
fence of the State concerning the negotiation of a foreign lean.
Never before—and never since either—had the Polish gowenment
offered such far-reaching privileges and concessions in exchange
for foreign finaneial aid. Namely, it was established that in order
to secure the projected loan of one milllard frames, the Treasury
Minister could "enter into an agreement for the sale of mineral
oils and derivative produects and of sugar, concede to foreign cap-
ital joint participation in exploitation of the tobaeeo monopoly
and of state monopelies in general, put state coal-mines out to
lease, sell exclusive mining rights to foreign governments and pri-
vate consortia, and grant autherity for the prospeeting and extrac-
tion of minerals reserved by law to the state, grant rights for the
construction and expleitation of new railway lines, give permis-
sion for the exploitation of new shipping lines, airlines, water-
power, forest traets, grant licenees for the expertation of timber,
and in general bestow exploitation rights, as well as the right to
found and run joint-stock companies, insuranee societies and man-
ufaeturing concerns, enter inte agreemments cencerning the sale
of state coal-mines and iren- and zine-werks i Upper Silesia, t6

8 Z Lamdiawu, J. Tomaszewskki Kapithly obce w Polsm I1998-
1939. Matarisdty i dokumentyty [Foreigm Capgiitd! in Polarmd, 1918 - 1939. Mirte-
riaks and Documeend]s], Warszawa 1964, pp. 65-67.
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the extent that that territory will be granted to Poland, and fi-
nally, negotiate trade comventions”.?

The attempts made by the government to attract foreign cap-
ital to Poland originated not only in economic neeeds, but also
in political ones. Thus it was expected that if foreign capital be-
gan to invest in Poland, it would be interested in the development
of the country. Among other things, this gave birth during the
years 191S8-1919 to the concept of securing the interest of capi-
talist circles among the western powers in the granting of Eastern
Galicia to Poland in exchange for privileges relating to the exploi-
tation of the oil reserves to be found there. Following this, at-
tempts were made to interest western capital in the granting of
Upper Silesia to Poland. The Republic’s envoy in Great Britain,
J. Ciechanowski, alluded to interest on the part of Feemch and
English eapital in eoneessions in this area. "Envoy Ciechanowski
regards the interest of England and France as a vital comdition
for a suecesful outcome to the Silesian question, as something in
the form of a bribe”.

The government decided to follow this line of thinkimg. The
task of conducting negotiations was bestowed on A. Benis, who
wrote of the authorization granted to him in the following man-
ner : "I received authority then to offer the Entente powers [...],
in case of need, the freehold of all Treasury holdings in Upper
Silesia [...J, further, exploitation of the coal monopoly to be in-
troduced in Poland, and even government mines and coal areas
[...), and likewise various concessions”.® Benis tried to interest
England, France and Italy in these propositions. England rejected
the propositions, since her policy of supporting Germany and
weakening Framce, and at the same time Poland, required that
Silesia should be given to the Weimar Republic. Italy did not
show any interest. France was the only interested party. Such

# Minutes of the Ministerial Economic Committee, 24 August 1920. Ar-
chiwum Akt Nowych w Warszawie (hereafter AAN), Kauzik group, vol. 6.

¢ Minutes of a conference of heads of the political departments of the
Ministry of Foreign Affairs on 16 November 1920. AAN, Embassy in Paris
group, bundle 6, vol. “Inter-Departmental Minutes and Sessions”.

§ Minutes of a secret session of the Council of Ministers on 14 January
1922. AAN, Council of Ministers minutes, vol. 17.
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being the case, the entire concept of granting economic privileges
in exchange for aid and support for Polish claims regarding Si-
lesia lost its purpose. Framce, whose political interests lay in the
weakening of Germany, would have to support the cause of Po-
land in any case.

We shall not enter into a detailed discussion here of Benis’
negotiations. It is merely worth mentioning that the French secu-
red a number of profitable rights. Among other things they ob-
tained shares in the factories of Hohenlohe-Werke, which—in the
eyes of the Polish authorities-—was meant to lead to a favourable
change in the policy of this firm. In practical terms this did not
assure the Polish state of any influence at all on the activity of
the German firm, since the French capital was tied up, not with
the Polish group, but the German one. Poland also lost its comtrol
of the state mines situated in Upper Silesia, since the leasehold
passed to a French-Pwliish company for 36 years, in which compa-
ny the Freach influence jpredominated.

The government’s efforts to secure foreign loans had conside-
rable effect during this period. However, the western world grant-
ed such loans not through economic motives or with a view to
the eountry’s economie development, but for political reasons a-
lone. The collapse of Poland as a result of war with Soviet Russia
would net only mean the departure of yet another state from the
capitalist world, but might alse earry the firebrand of revolution
te Germany. Henee the states of Western Europe were forced in
their ewn interests to strive for the certain vietery of Poland in
her war with Seviet Russia. This demanded considerable supplies
en eredit of military egquipment and foed, beth fer the army
fighting at the frent, and fer the eivilian pepulatien in the rear.
1n se far then as the attempts undertaken in 1918 and at the be-
ginning of 1919 ended in fiases, during the period 1819 - 1820 the
Polish gevernment ebtained eensiderable aid in the ferm of ered-
it. This was supplied ehiefly by Framee and the United States.
The fermer finaneed purchases esnneeted with the needs of the
army, and the latter—mainly foed purehases. Altegether during
these twe years the Polish state reeeived eredits te the value of
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240 million dollars’ which, taking into account the fact that the
purchasing power of the dollar was considerably greater at that
time, was a very large sum. Fifty-nine per cent of these credits
were allocated for food supply, twenty-eight per cent for arma-
ments, eight per cent for state investments, and the remainder
for other pummses’ By far the greatest proportion of credits was
supplied by the United States (sixty-five per cent), followed next
by France (twenty-two per cent), then Great Britain (six per cent),
Italy (theree per cent) and other countries.?

Despite the fact that it was only the credit-giving states them-
selves that were interested in affording aid to Poland, and that
the credits came chiefly from governments and government agen-
cies, Framce took account of her own economiec interests in grant-
ing suech credits. In this respect she adopted greatly varied forms
and methods. These included the fixing of execeptionally high pri-
ces for goods supplied to Poland on credit, the sending of reject
or obsolete articles, exerting pressure for the imposition of an
unfavourable trade agreement on Poland, and bringing influence
to bear on the Polish government on the guestion of preferences
for-Freneh capital operating within Poland. For example the price
of a sequestered German rifle supplied to Poland by France was
four times higher than the prieces offered by the Austrian produe-
ef. For a complete second-hamd uniform the Fremch demanded
51 franes, when it would have cest frem 29 to 42 franes oA the
private market. Twenty per cent of the guns supplied by France
were technically below standatd.”

The Polish government accepted the French conditions of sale
—despite the fact that they were very unfavourable—so as not
to alienate its ally. Reporting one such offer at a session of the
Ministerial Economiec Committee, the Deputy Minister of Military

Z. Landau, Polskie zagraniczne pozyczki panstwowe 1918 - 1926
[Polish SSate Lvanss ffoom Abboadd, IOUB—- 1928, Wkaezavea 1981, p. 138.
¥ Zesttwisieivie diugdw 1 gwananciiji fimansovepgeh Rzewppsslitbite; HMRul-
skigj welltgg stamu na dzeh 31 grudiiéa 1921 [A Staitenmeint of the Hullish
Repulbids’'s Obligpdidnsnis and Finanniadl Guaranizees as at 31 Deesmbber 1921,
Warszawa 1922, p. 18.

Ibidemp pipiders - 1Tp. 16 - 17.
J. Romer, Pamietniki [Diaries], Lwéw 1938, pp. 173, 189, 177.
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Affairs, General K. Sosnokwski, requested immediate acceptance
“in view of the current state of equipment of the army, and of the
maintaining of good relations with Framce [...J. The French gov-
ernment it insisting on the purchase of this stock,” he added,
“so that it’s impossible to back out of the affair”.}® Similar reasons
for the need to accept the Fremch offer were given by the Deputy
Minister of Foreigh Affairs, W. Skrzynski : “the purchase of this
stock from the French government is absolutely vital, since Fran-
ce’s aid and her attitude towards Poland depends on it

Other countries did not link the question of credit with specif-
ic economic demands, but this arose from a lack of interest in
Polish affairs more than from anything else. Private western cap-
ital did not display any interest in investments in Poland during
this period although a number of interesting proposals were aimed
in its direction. Attemnpts were made for instance to interest USA
capital in railway investment, the expansion of Gdynia, the oil
industry, the munitions industry, and in various economie conces-
sions. However, this provoked not the slightest reaction. The offi-
cial responsible at the Legation of the Polish Republie in Washing-
ton, F. Putaski, stated that “[...] business people and the world of
high finanee are very coolly disposed towards Poland, unable to
see any production potential in the country, any real business for
themselves. All our business concerns are on too small a seale for
ther, the only enterpiises whieh might attract them are Galician
oil, the regulation of the Vistula, and the Gdansk pert”.:®

Also of vital significance for the countries supplying aid to
Poland in the form of credit was the opportunity this presented
for the clearance of surplus military stock accumulated in connec-
tion with the war. This factor, too, should not be overlooked. Thus
credit on supplies of goods represented ninety-nine per cent of the
total. Only the Polish community in the United States decided to
purchase a loan issue emitted there by Poland for a sum of a-
round 23 million dollars. This loan was more in the nature of

# Minutes of a session of the Ministerial Economic Committee on
6 November 1919. AAN, Kauzik group.

4 Nbidem.

# Minutes of a conference of heads... (cf. note 4).



FOREIGN CAPITAL 1918 - 1939 65

a patriotic act than an operation calculated to return a profit. In
fact the purchasers lost a good deal of the money invested in this
loan, as a result of the fact that the Polish government did not
take sufficient care of the securities. This hampered the placing
ot further Polish loan securities on the United States’ markets.

THE PERIOD OF INFLATION

The conclusion of the Polish-Soviet war in March 1921 brought
about .a reduction in the inflow of government credits for Poland,
and at the same time did not bring any alteration in the reluct-
ance of large capital in forelign states to make investments in
Poland. Yet the Polish government was still very favourably dis-
posed towards foreign investors (with the exception of the Ger-
mans). A. Benis, quoted above, wrote in one of his repofrts:
"Among the French and English, even secondary figures are high-
ly relucant to enter inte economie negotiations either with pri-
vate Polish groups orf with the Polish government. Pievious ex-
perienee with sundry plenipotentiaries sefit by various ministries,
often with insufficient authority and overlapping interests, as well
as independent action on the part of private individuals, each of
whom glves assurances that he has the baeking of the Pelish
government behind him [...], has led te a situation where Peland
and the Poles are seen as a party whose promises are not to be
treated seriously, and whose werd is accepted with the greatest
distrust, both from the peint of view of subjeetive loyalty, and
from the peint of view of the objeetive feasibility of their keeping
their promises”.}

During this period private foreign capital was only placed
sporadically in those enterprises where the possibility of large
and quick returns was seen. Moreover, such returhs were not
reinvested in Poland, but rapidly taken abroad. On this basis the
British Overseas Bank and British Trade Bank Co groups provided
credit for sugar-industry companies, American capltal expended

¥ Report No. 1 by A. Benis on the progress of the Upper Silesian ne-
gotiations, 7 December 1920. AAN, Presidium of the Council of Ministers,
Rkt 22, vol. 52.

5 Acta Poloniae Historica 59
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the scope of the oil industry, while another American group dis-
played interest in the potassium salt industry.

Despite this, it would seem that during the years of increasing
inflation in Poland, the share of foreign capital in the coumtry's
economic life gradually rose. How was this possible if at the same
time foreign countries refrained from carrying out new invest-
ments ? The owners of Polish business concerns in debt to fore-
ign creditors simply did not possess the money to pay off their
credits. Such being the case they were forced to transfer some of
their shareholdings to their creditors, which led to an increase in
the participation of foreign capital in the country’s imdustry.

Sometimes inflation conduced to some very profitable finan-
cial tramsactions for foreign capital. An example is provided by
the transfer to the Fremch capitalist M. Boussac of the flax-works
at Zyrardéw rebuilt by the Polish government. “These works
came under state control by virtue of a government decree of 16
December 1918. As they had been greatly damaged during the
war, rebuilding was commenced ; at various times the govern-
ment made investments amounting to a total of 47,250,000 Polish
marks, which is to say the equivalent of 2,586,000 Swiss francs,
based on the exchange rate curreat in April 1923. In the second
half of 1923 the works were delivered into private hands, and the
capitalists undertook to pay 448,000 franes as reimbursement fof
capital investment funds expended—such was the figure arrived
at when the Polish marks were again converted. This in itself
represented a substantial loss for the Treasury, but the losses did
not end there. For payment of the funds the owners of the Zy-
rardow Works received a state credit worth 22 milliard marks,
which was meant to be the equivalent of 448,000 franes. But this
credit, too, was not valorized. In consequence, in January 1924
the government received 18,800 francs as repayment of the credit
granted!’* By similar means, from 76 to 91 million dollars (esti-
fates vary somewhat) flowed from the state coffers ifito private
hands during the years of inflation.

# L. Krzywitcddi, introduction to T. Szturm de Sztmrenm, Zy-
widbwosS¢ w opadidkkoariuiv @ podatekk inflanyigny ([Spenttesiyty in Tiaxa-
tiom : Inflaiidon Tad], Warszawa 1925, pp. 16-17.
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Sumrming up our deliberations on the post-war period, we can
state that out of an overall sum of 287 million dollars received
by the state in credits during the years 1918 - 1923, 86 per cent ac-
cured during the period of war with Soviet Russia, just under
4 per cent only in 1921, a little over 1 per cent in 1922, while
in 1923 the inflow ceased almost entirely.’®

THE PERIOD OF REFORMS UNDER W. GRABSKI

In mid 1923 hyperinflation began to threaten not only econom-
ic stability, but also the political stability of the newly-revived
state. Hence terrmination of the policy of financing the state
through inflationist methods became a matter of the utmost im-
portamee. This task was undertaken by W. Grabski's gowemment,
called to office on 19 December 1923. In view of the fact that
the basic reason for the appearamce of inflationary trends in Po-
land was the budget deficit, it was necessary to achieve stability
in the balance of payments, without resorting to the finaneing of
a deficit through the printing of new banknotes. At the same time
Grabski considered it necessary to exchange the Polish mark for
a new currency—the zloty. However, the monetary stabilisation
depended on several factors, one of these being security in the
form of gold and foreign currency reserves in the Bank of Poland.

This state of affairs meant that the question of receiving for-
eign loans for state purposes was still a very vital one for the
government. However, Grabski did not believe in making fiscal
and monetary reforms dependent on the securing of foreign loans.
He presented his views on this topic to the Sejm in a statement
delivered on 20 December 1923. Among other things he said:
"Improvement of the state’s finances can come either from relying
on outside help, or from the unaided efforts of the whole of so-
ciety. Without at all wishing to detract from the highly beneticial
influence of all forms of foreign aild on such improvement, the
government sees its task as the concentrating of society’s own
efforts in such a way as to enable it to bring us out of the sev-

8 Z Lamdiaau, op. cit,, p. 138.
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erely critical state of affairs pertaimimg to the present time

The key to an understamdiing of Grabski’s attitude can be
found in an analysis of Poland’s political and economic position
in Europe at that time. As things stood Poland could not rely on
securing any substantial loan which would not be motivated by
the political or general economic interests of the creditors, while
only a large loan would have a perceptible effect on the progress
of the fiscal and monetary reforms.

Private credits, especially at the point when Grabski’s govern-
ment formed, were not available, since private foreign capital was
afraid to invest in a country whose financial economy was not in
order. The only remaining possibility then was to try and secure
credits from governments. In comparison with private loans, how-
ever, these had serious drawhacks. Every government deciding to
grant a loan to another state was guided by the hope, not of fi-
nancial gain, but of given political concessions. Of course, a loan
negotiated with the government of an allied state would not en-
tail any great danger. France was such an ally. But France herself
was experiencing serious financial difficulties, and was not in
a position to afford Poland any substantial aid. In the situation
then prevailing, apart from France the United States, Great Bri-
tain and the Financial Committee of the League of Nations repre-
sefited possible sources of eredit. However, the United States mar-
ket was inaccessible to Poland, since the latter had not yet regu-
lated the question of how the credits obtained in the preceding
period should be paid off.

Thus there remained Great Britain and the Finamcial Commit-
tee at that time dependent on her. However, Grabski was perfect-
ly well aware of the fact that Poland and Great Britain’s in-
terests were opposed to each other. Poland relied for support on
France, whom London wished to weaken through the rebuilding
of a strong Germany. In order to guarantee Germany comditions
for economic expansion in the east, England attempted to subor-
dinate Poland to the Germams. Thus the acceptance of a British

# A statement by the Prime Minister, W. Grabski, on 20 December
1923. Verbatim report of the 89th session of the Sejm, col. & and 8.
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loan would be tied up with dangerous political conditions, as for
instance a reduction in military potential—somethimg already pos-
tulated by the English finanecial advisor Hilton Young, staying in
Warsaw at the time.

Hence Grabski could not make the question of securing for-
eign loans the linchpin of his reform prograrmme. However, with-
out placing such loans at the forefront, he did attach a good deal
of weight to them. Thus he began talks on the question of regu-
lation of Poland’s war debts to the United States. At the same
time negotiations were commenced with nurmetous private parties
for potential loans to the gowernment.

However, such loans as were secured were granted on very
unfavourable terms. The sums were small, with high interest ra-
tes, in addition to which the state was forced te concede various
extra privileges and benefits to the creditois. Under these condi-
tions several internatiional loan issues were secured on the private
market. In Italy the Milanese Banca Commerciale Italiana grant-
ed a loan for the sum of 400 million lire, a Swedish-American
matehrmaking coricern made a loan of 6 million dollars, and the
Arerican Bank Dillon, Read and Co—one of 27 niillion dollars.
All in all these were small sums. And if all three cases the ered-
itors reeeived sundry guaramtees. In the case for instance of the
Italian loan—for the tobaceo industey—it was agreed that this
wotuld be guaranteed by a mertgage on the estates of the Pelish
Tobaeeo Monopely (hereafter—PMT), that PMT earnings would
be at least three tirmes as high as the surms required te pay off
the loan, and that "in case of armed attack on the territory of
Peland, the Italian government will have the right te heist the
national Italian flag en buildings belonging to the PMT"Y Alte-
gether the guaraniees ameunted te areund 580 per eent of the
value of the lean. But the Italian government regarded these
guarantees as insufficient. In exchange, therefore, for putting the
lean on the Italian market and providing holdefs of lean shares
with guaranires, the gevernment of italy required the establishing
of a special lean reserve fund, inte whieh Poland had to pay een-
siderable sums—iriespeetive of loan repayment and interest.

# Art. 3 of the agreement of 10 March 1924.
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Apart from this, the Italian government obtained the right to
dispose of Italian tobacco in Poland in quantities amounting to
2 million kg. annually for the first three years of operation of the
loan : in subsequent years this amount was to be subject to certain
changes, depending on the amounts of tobacco processed by the
PMT. The Baneca Commerciale Italiana also obtained certain priv-
ileges as mediators in contracting the loan, as did the brothers
Pecchioli—toba¢co merchants associated with the bank. The latter
secured preference in the supply of considerable quantities of to-
baeeo for the PMT.® When one studies the contract, it is diffieult
not to agree with the views expressed by the Chief Beard of Con-
trol, which wrote in its reports of "'the disastrous consequences of
the privilege”, that "the Tobaceo Monepely is at a disadivantage
with regard to the purehase of fereign raw materials en the werld
market”, emphasizing "the highly unfaveurable eenseguences of
the ltalian lean eentraet from a finaneial peint ef view”™

In all, Poland received only 72 per cent of the loan for 400
million lire (87 million zlotys), since the remainder was absorbed
by the sundry costs involved in the issue of the loan and by the
profits of the mediatots. This meant an inflow to the Treasury of
12.5 million dollars. The nominal interest rate on the loan was
7 per cent per annum, but together with the additional costs en-
tailed in the extemsive privileges for the Italian government and
the mediatots, the cost amounted to 23 - 24 per cent annually.®

The so-called match loan negotiated during the same period
brought even less to the Treasury—only 6 million dollars. How-

# 7 Lamdau, Podyekka tyitowdowa [The Toltansco Loan]], “Zeszyty Nau-
kowe SGPiS”, 1956, No. 3.

# Kanttolda Pafisthwoma ofez Komisiga Rewiyinma Ministteststarg SXiarbu
W sSprawide gosputbakici Polsiitego Monopdlu Tyiwvigvagtyo 1 vaaasieienia My-
reiatii PMT [The Staite Inspmetooaigte and the Revéwy Commnidgsee of the
Treassuyy on the Quesiioebn of the Eeomwmy 6f the Polikh Tobatcco Mébermgnsly
and the Exphiwbiton of the PMT Managameedlt), Warszawa 1927, p. 186 ;
Uviathii konftedil: pansvoveie; 6 zambpigelein Fachhinkovi PaiMOOYshch 1 W=
komanitu budistvu za ok 1927/28 [Remadkes of the Stite Insetetrete Con-
eentingg the Clesure of Swife Acc@iliys and Realizalion of ihe Budgpit fer
the Yealr 1927/28], p. 945; ...za rok 192829 [.fofor the Yearr 192828,
B. 1808; ... za rek 1926/27 [..Tofor the Yealr 1926/27], p. 276.

# Z Lamdizuy, Polsi¢e zagraniirame podwekki. .., p. 232.
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ever, the privileges granted to the lenders were even more ex-
tensive than in the case of the tobacco loan. Among other things
the Polish government leased the Polish Match Monopoly for
20 years to the consortium which granted the loan. In addition
the lease agreement was formulated in such a way that it gave
one-sided privileges to the foreign group at the expense of the
Treasury. In the case of this loan, bearing an official interest rate
of 7 per cent, the actual costs amounted to around 30 per cent?

More profitable for Poland financially was the loan negotiated
in the United States. Out of the initially negotiated 50 million
dollars, Bank Dillon, Read and Co agreed at the last minute to
take on 27.5 million dollars, from which they deducted more than
6 million dollars in costs and security. Thus Poland received omly
77 per cent of the loan issue sum. The lean was secured net only
by all Treasury earnings, but additionally on existing and future
railway lines, while repayment was secured on ineome from the
excise duty on sugar, provided that this amounted to not less than
10 million dollars annually. The interest rate was 8 per cent per
annum. However, the loan was not linked to any additional eco-
nomie privileges for the creditors as was the case with the tobaeco
and mateh loans. One drawback of the lean was the faet that the
firm of Dillon, Read and Co secured for itself a menopely on the
issue of Polish state securities on the American market. And at
this time the firm was already establishing business comnections
in Germany. This meant that it was net interested in helping
Poland to proeure new credits in the United States? Grabski was
not aware of this fact at the time.

These loans did not produce a solution to any fiscal or mone-
tary problems, for they were not large enough. The fact that they
were so costly earned them the name '"scabbly” after the 1926
coup ddétiat.

Certain minor loans were also secured from foreigh banks
during this period, for the needs of the Bank of Poland.

Following the stabilization of Polish curtency cartied out in
April 1924, foreign private capital began to show increasing in-

8 Ibidbem, p. 276.
2 Ibidtem, pp. 234 - 250,
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terest in Polish industry. This process suffered a certain set-back
in 1925, owing to the collapse of the zloty. Government policy,
aimed at the attraction of capital to the private market, was not
able to overcome this. During this period foreign capital generally
confined itself to the purchase of factories already in existence :
it steered clear of founding new ones. In many cases it confined
itself to granting easily withdrawn credits to Polish firms. This
resulted from the continuing lack of faith in the West in Poland’s
stabilization. From the point of view of the national interest, it
was not a question of complete unimportamee whether foreign eap-
ital created entirely new werk plants of purchased these already
in operation. To the extent that under certain conditions the first
alternative might be advantageous for the country’s econemy,
sinee it inereased her industrial potential, ereated new jobs, and
might contribute te a growth in experts or a reduction in iMperts,
the second alternative was deminated by drawbaeks. The transfer
of national business inte foreign hands meant the removal of ece-
noraie eontrol from Polish hands inte these whieh were neot al-
ways friendly dispesed towards Peland.

Assessing the years 19241- 1925, we can state that they saw
the arisal of certain opportunities for securing capital from abroad.
Such opportunities were extremely costly howevet. One could
still observe a reluctance on the part of foreign investors to en-
gage directly in the founding of new factories. They preferred
to buy up concerns already existing, or to make them dependent
through the granting of credits. In this respect it would appear
that a greater role during this period way played by credits for
the national economy than by direct participation in share capital.
This is the plcture which emerges from Poland’s balance of pay-
ments statistics. During the years 1924 - 1925 68 million zlotys
passed into foreign hands as profits from holdings in Polish firms
and 105 million zlotys as interest on credits seeured by sueh
firens #

Z. Chelstowski, Zagadnienie obcych kapitatéw w Polsce [’?she
Questicon of Foreigm Capittdl in Poland]), Wloclawek 1936, p. 27.
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THE PERIOD OF ECONOMIC REVIVAL, 1926 - 1929

Pitsudski’s coup in May 1926 did not atfect the Polish govern-
ment’s attitude towards seeking loans for its own needs or to-
wards the inflow of outside capital for the needs of the private
market. The new government accepted all obligations inmcurred
by the previous cabinets, and also continued the negotiations com-
menced earlier. During this period there was a fairly widespread
conviction that—in view of the collapse of the zloty in 1925—
turther stabilization of Polish currency should be based on a sub-
stantial foreign loan for that purpose. At the same time, foreign
cireles considered that Poland sheuld first of all achieve stabiliza-
tion by her own efforts, and look for a foreign lean enly for the
raaintenance of such stabilization. The American finanee expert
E. Kemmeter, operating in Poland during this peried at the in-
vitation of the government, expressed his view en the issue quite
sueeigetly: "Clean things up first, and then there’ll be seme l6-
ans”.

The Polish government accepted this concept, and in a very
short time brought about what was in fact a new stabilization of
the zloty. This was made possible by the favourable intervention
of two factors : a rapid rise of advantageous raarket conditions in
Polish industry, and the commencement in May 1926 of the long-
term miners’ strike in Britain. The strike provided the oppertunity
of exporting coal to many markets previously inaceessible to Po-
land. And for such coal the country received foreign currency,
which went to strengthen the reserves at the Bank ot Poland.

In spite of this, western economic circles put forward the theo-
ry that in order to convince western investors of the stability of
the zloty, it would be necessary to secure a substantial stabiliza-
tion loan. At that time the concept of such loans was very popu-
lar, and several European countries had made use of them. In
Poland’s case, however, there was still a certain amount of anx-
iety lest efforts to secure a loan should occasion demands which
would lessen the contry’s economis Independerce. The rap-

# M. Ratajj, Pamitgniliki 1918 - 1927 ([Dianitss, 1918 - 1927], Warszawa
1965, p. 348.
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prochement between Britain and Germamy—im which the United
States also showed interest—might represent a real danger. But
an improvement in Poland’s monetary situation enabled stabiliza-
tion to be carried out without looking to the West for aid. In
addition, the anti-Polish plans of the Bank of England and the
Bank of the Reich began to be undermiimed by the management of
the Bank of France and by the governor of the Federal Reserve
Bank of New York, B. Strong, whose views underwent a vital
tramsition during this period, causing him to take a line indepen-
dent of the concepts of the governor of the Bank of England,
M. Nerman.

Despite very unfavourable conditions propounded by prospect-
ive creditors, the post-coup government took active steps to se-
cure a stabilization loan. For it was still argued that such a loan—
which Poland was now able to manage without—would bring
results in the future, in the form of an inflow of capital for in-
vestment purnpeses. For this reason, too, the possibility of imme-
diately securing a loan for investment purposes was rejected.
However, this policy was short-sighted. For if stabilization of the
currency based on foreign credits did not give rise to an inflow
of loans for economic investment, the cost of the stabilization
operation would amount to a loss from the point of view of the
economic interests of the state.

October 1927 saw the official stabilization of Poland’s currency
linked with the obtaining of a stabilization loan for 62 million
dollars and 2 million pounds sterling. This loan increased the re-
serves of the Bank of Poland : only a small portion of it was ear-
marked for investment purpeses. The conditions of the loan were
slightly more onerous than those normally applied at the time in
respect of other debtors. For the lack of faith in Poland’s prospects
still prevailed. Apart from none too advantageous financial con-
ditions, the government was forced to agree to the appointment of
a special American adviser for a term of three years, during which
period he was also to be a member of the Board of the Bank of
Poland.

This foreign adviser could exert considerable influence on the
financial policy of the state, though he possessed no official pow-
er of veto. However, the point was that he was to publish
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a quarterly report on Poland’s economic situation. If the adviser's
opinions exptessed in this report were to show Poland in an un-
favourable light, the chances of securing further credits—and this
was the chief aim of the stabilization loan—might be corsiderably
reduced. He thus played an important role. By a happy ceiciden-
ce,. C. Dewey turned out to be well-disposed towards Poland,
which often had a temperifhg effect on ithe not always friendly
intentions of the banking groups who had granted the stabilization
loan. But Dewey did not always accept the plans of some Polish
firms for securihg loans, which meant that the inflow of capital
was smaller than expected. 1n this respect the stabilization opera-
tion did not produce the expected results. There was still ne major
inflow of foreign capital into the country, especially of a long-
term natute. There was only a growth in the amount of short-
term loans, but these were primarily conneeted with the rapid
improvement in world economic conditions and with Peland’s
inereased foreign trade.

During the years 1927 - 1929 the share of foreign capital in the
private capital of joint-stock companies operating within the ter-
ritory of Poland increased from 21 per cent to 33 per cent® How-
ever, the question arises here of to what degree the increase in
foreign shares shown by the statistics represented a reflection of
real processes, and to what degree it represented merely a fuller
manifestation of the earlier investment of outside capital. One
can assume that both factors had an influence on the imcrease,
and that the first probably had greater significance.

The extent to which foreign capital was interested in invest-
ment in Poland depended on the branch of industry comcerned.
The greatest share was taken by the oil industry (77 per cent in
1929), closely followed by electric power stations, gas and water-
works (76 per cent), the chemical industry (41 per cent), and iron
and steel (39 per cent). The least interest shown by outside capital

$# ) Kozuchowskdi, Kagiteht zagremdrapy w praamysléle ppotikim
Foréipordippitaapital PdhiskRolisHudnduistriarsYdarazao2s, 1528,6p. NI6;Skhe Smlerek,
Bilanss plattndzey Poldkii za rok 1929 [Polandils Balanuee of Paymeess for the
Yemrr 1929}, Warszawa 1931, p. 89.
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was in the printing industry (less than 2 per cent), the clothing
industry (3 per cent), and precision tools (9 per cent).

The French and Germans had the greatest share in Polish in-
dustry, and towards the end of the 1920s—the Americans as well.
The latter were represented above all by A. Harriman, who dis-
played considerable interest in the zine and metallutgical indus-
tries in Upper Silesia. The concerns of interest to him were con-
trolled by German capital. Harrimah wanted to take over some
of their shares, this being greeted with enthusiasm in Poland,
where it was considered that the entry of capital from the United
States into Silesia would reduce the latter’s dependence on the
Germans, who were decidedly ill-disposed towards Poland. Thus
the government of Poland, in order to encourage Harriman's in-
volvement in Silesia, agreed' to grant a number of privileges to
the firm he was intending to work with. A law "on support for
the zine industry” speeially passed by the Sejm guaranteed the
Giesches Erben firm the waiving of tax arrears amounting to
29 millien zlotys, as well as a fixed customs peliey relating to
foreign trade in zine, lead and their ores, which in practice meant
exemption from customs duties. Aiming at finalization of the
transaction with Harriman, the goverfiment saw the entire epe-
ration frem only ene perspeetive—that it might mark the begin-
ning of an inflow of Ameriean eapital into Peland. 1t completely
ignered the negative aspeets of the arrangement, whieh in effeet
provided the Germans with Ameriean reseurces for expamsion of
the zine industry in the Reieh at the expense of the zific eoneerns
situated on the Polish side, which of course was the whole peint
of the exercise. Harriman here was merely meant te lend Hhis
name to German finaneial aetivity in Polamdl® Harriman next
went te the German metalluigical enterprises in Upper Silesia.
He then attempted to negoetiate a eoneession for eleetrifieation of
a large part of Peland, but as a result ef reservations expressed
by the 2nd Divisien of the General Staff (intelligence), he did net
reeeive sueh eoneession.

# 1., Grosffelld, Pol¥ea w latanth kmyyssu gospeitaczeggo 1929 - 1933
[Polamdl duniiny the Yearss of Greait Ecomamié¢c Depressiinn, 1929- 1933], War-
szawa 1952, pp. 89 and 94.
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Some foreign firms invested capital in the expansion of in-
dustrial plants built previously. One such example was the Dutch
firm Philips, which built a factory in Warsaw. However, this
factory was so equipped as not to be able to produce any thing
independently. Wishing to assure themmselves a permanent say
in the affairs of their plants, the Dutch did not provide for the
production in Poland of certain sub-asserblies essenitial to the
obtaining of the final product. They produced light bulbs for in-
stance, but there were no machines in the factery for twisting the
tungsten filaments forming the heart of the bulb. They produced
radios, but certain elemerits had to be imported from the Nether-
lands all the time. Similarly, glassworks aetivity was dependent
upon import supplies. Moreover, Philips constructed plants if
Warsaw without equipping them with laboratories or desigh and
eonstruction offices. This was benefieial te the owners in at least
two ways. Firstly, the factory eould net be taken ever by the state,
sinee this would entail the threat of immediate closure. And see-
ondly, the eontant neeessity to impert supplies from the parent
company enabled the invisible transfer of profits from Peland to
the Netherlands without payment of tax and witheut fear ef any
curreney restiictions. The Polish Phillips siply beught parts frem
the Duteh Philips at prices caletlated at sueh a high rate that they
ineluded net enly the cest of production, but alse prefits. The Pe-
lish authorities eould do nething to prevent this.

Dependence of the Polish economy on foreign capital did not
affect only industry. Foreign concerns also showed great imterest
in banking and property insuramee. Up to 1925 there was not
a single foreign insurance company operating in Poland. "Unfor-
tunately, however, the prohibition policy has not produced the
desired effect, since on account of property losses during the pe-
riod of inflation, a faulty economy and the lack of money on the
home market willing to engage in insurance, practically all joimt-
stock insuramce companies have fallen under foreign influence,”
wrote the Treasury Minister, G. Czechowicz, to Prirme Minister
J. Pitsudski in 1927. Explaining how this dependence worked, he
added, "The pseudo-Polish insurance companies are closely de-
pendent on their foreign parent companies, which, generally
through specially placed persons with Polish citizenship, exert
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a decisive influence on their activity and on their insurance pol-
icy, and particularly on reinsumnoe”? He added further that
control of the insuramce market in Poland had been gained with
negligible financial outlay on the part of foreign concerns. As
a result the “Przezorno$¢” Insurance Society belonged to the En-
glish "Prudentiazl™, the “Polonia” Insuramce Society to the Italian
“Assicurazioni Generale™, the "Piast” Insuramece Society to the
Italian “Riunione Adriatica di Sicurta™, the "Port” Insuramce So-
ciety and the "Orzel” Insurance Society to German and Austrian
insurance concerns, the ‘'Przyszio$é” Insuramce Society to the
Austrian "Phoenix”, the European Society for Insuramee of goods
and luggage in transit—to the Germans and Hungarians, and so
on. The vast majority of the larger insurance companies belonged
to foreign concerns, while others were dependent on the latter
through reinsurance camtracts.

A similar situation prevailed within banking, though of cour-
se this did not apply to state credit institutions or to the Bank
of Poland.

The years 1926 - 1929 represented a period of increased interest
abroad in investment in Poland. The level of such imvestment,
however, was considerably lower than was expected in the light of
the stabilization loan negotiated. As early as the autummn of 1928,
the managing director of the "Lewiatan” firm stated at a confer-
ence with the Minister of Industry and Trade : “In a discussion
on the industrial investment programme, we came to the comclu-
sion today that further foreign credits have not followed on from
the state stabilization loan as quickly as one might have expect-
ed~® Similarly, the well-known economist E. Rose wrote : “On
the other hand the state loans for production and investment
purposes which we heard so much about a few months ago, are
now certainly not something belonging to the immediate future.
Equally, foreign capital’s interest in private investment in Pol-

# Letter of 25 April 1927 concerning a granting of permission for the
operation of foreign insurance compamnies. AAN, Ministerial Economic
Committee group, vol. 45,

# sSpeech by A. Wierzbicki, managing director of “Lewiatam™, at a con-
ference with the Minister of Industry and Trade, “Przeglad Gaospodarczy”,
1928, No. 5, pp. 185 - 186.
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and still remains at a relatively low level. Apart from special
cases where foreign capital has taken a share in our enterprises,
and apart from a temporary demand—more speculatory than
anything else—for some of our securities, one can only note an
inflow of foreign investment in our private credit institutions.
How;ver,, so far this inflow is maintained at an insignificant le-
vel™:

Why was this the case ? It would seem worth acguainting
ourselves here with the view of the most influential Swedish
banker, Jakub Wallenberg. In a conversation with Alfred Wyso-
cki, envoy of the Polish Republic in Stockholm, on the subject
of the stabilization loan, he stated that the conditions of the loan
were so onerous that he could not understand how the Polish
government could have agreed to them. "In Wallenberg’s view,”
wrote Wysocki later, "the conditions are in fact a consequence of
lack of faith in the future of a state threatened simultaneously by
both Germany and Russia. Poland does niot provide the guarantee
of normal, peaceful development which would coniduce to the in-
vestrment of capital. Apart from that, previous experience in Po-
land is not very encouraging to foreign capital. 1 countered these
arguments as well as 1 could, but Wallenbetg replied, ‘It may be
that mistrust of Poland is net justified. Nevertheless, in imterna-
tional finanece cireles, such and no other is the prevailing con-
vietion’ ¥

In other words, it was not the internal economic situation, but
political issues that were the cause of the continuing low level of
interest in the Polish economy shown by foreign finance. Within
such a network of relations the costs entailed in securing the stab-
ilization loan and the drawbacks resulting from the functioning
of a foreign adviser to the government during the years 1927 -
1930 were really unnecessary.

# E. Rosee, W sprawise bilavsy handbweggo [On the Questiion of tie
Balanuee of Traut¢), ““Przeglad Gospodarczy™, 1928, No. 13, p. 632.

WM. Whysoa kk,i, Disgie mepj sttabpy ((0900--19K83) [[Pee SSooyy off My
Semddee (1900- 1938)], fo. 450-451 (typescript in the Manuscript Section of
the Ossolineum Library).
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THE GREAT DEPRESSION

Under conditions of economic breakdowm, the state’s increasing
financial difficulties, revealed in the reappearamce of a budget
deficit, contributed to adherence among government circles to the
concept of attracting foreign capital to Poland. “Gazeta Polska”,
organ of the samaciju movement, gave expression to this at the
beginning of 1930, when it wrote that one of the most impartant
tasks of Polish credit policy was to draw foreign capital into co-
operatiion ¥

The government conducted a considerable number of negotia-
tions for the obtaining of credit abroad. But the growing crisis in
Poland, increasing budget difficulties, a reduction in foreign trade,
and following on from this—difficulties arising in equalizing the
balance of trade and the balance of payments, served to evoke
growing reserve among foreign circles. The only significant loan
transaction on the part of the Treasury was the securing in 1930
of the so-called second match loan, from the same concern as
previously—I. Kreuger. The loan was for 32.4 million dollars,
from which 4 million dollars still outstanding from the first loan
were to be deducted at once. The nominal interest rate—in accord-
ance with Pilsudski'ss instructions—was lower than on previous
occaslons, amounting to 6.5 per cent. As compensation for the
lowered interest rate, the creditors secured for themselves a num-
ber of very profitable privileges. On the whole the new loan ar-
rangement was not profitable for Poland. For it provided for
a 15-year extemsion of the Polish Match Monopoly lease, an in-
crease in the price of matches, the taxing of lighters (to prevent
competition with matches), the granting of a monopoly to the
Swedes for the manufacture of constituent elements for the prod-
uction of matches, exemption of the Swedes from the obligation
of exporting matches (this was one of the provisions of the 1925
contract), flat-rate taxation (which meant that taxes could not
be increased during the contract’s validity) and so on.

I BRRK [Haakk @eppuaismséwa Kiajmivegeho] ar Hepitithl zaggmoiningmy [MHee
Natitored! Ecomamyy Bamik and Foreifgn Capittd]], “Gazeta Polsicz™, 6§ February
1930.
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Apart from the match loan, a few smaller credits were obtain-
ed, some of which were connected with specific goods and were
earmarked for instance for electrification of the Warsaw railway
junction and for the supply of brake units for Polish State Rail-
ways. A contract was also concluded with the French for credit
to complete construction of the Silesia-Gdyniia railway line. Again
the conditions were unfavourable.

Private foreign capital, which during the years when market
conditions were good had on the whole avoided major investment
in the Polish economy, now began during the depression period
attempts to withdraw those sums it had committed earlier. There
were three basic reasons for this. Firstly, in the face of the dif-
ficulties experienced by the entire capitalist world, foreign finan-
clal centres atterapted to mobilize as many monetary resources
as possible, withdrawiing the latter above all from countries which
only figured marginally in their basie interests and activities. One
such state was Poland. Secondly, the eountry’s geographical posi-
tion aggravated anxiety as to the security of investments placed
in Poland. Thirdly, foreign firms were expecting the introduction
of currency restrictions in Poland, and they were therefore bent
on liquidating their interests as quickly as possible, so that they
could take their money out of the eountry without additional dif-
fieulties and formalities.

Endeavours to liquidate investments in the form of withdra-
wal of capital from Polish firms took a different course to the
withdrawall of credits granted to such concerns prior to the de-
pression. The former came up against fundamental and in many
cases insurmountable difficulties. For withdrawiing from business
meant the selling of shares. In view of the violent drop in market
prices and the lack of demand for securities, this was an exercise
which entailed heavy financial losses. For assuming an index of
100 for industrial share prices in Poland in 1928, this fell to 47
in 1930, to 27 in 1931, and to 19 in 1932, while in the following
two years it amounted to 20 and 19 respectively. In the last year
of the depression period, the index reached a level of 22.%

# Maty Rownikk Statygstycyny 1936 [The Comuitge Statisstialel Y¥aarBook
for 1936], p. 3.

6 Acta Poloniae Historica 59
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Such being the case, foreign firms generally refrained from
selling off the shares they possessed. On the other hand they
withdrew the credits they had granted previously, which gave
rise to sundry difficulties for the concerns involved, since the
role of foreign credits in the activity of firms operating on Polish
territory was of fundamental importamce. On 1 January 1932 the
liabilities of Polish concerns with respect to foreign ecreditors
amounted to 2,339 millien zlotys in short-term credits, and 449
million zlotys in long-term ecredits, which is to say 2,788 million
zZlotys altegethek, while at the same time foreign holdings in joint-
stock companies on Pelish territory amounted to the sum of
1,712 million zlotys® From a comparison of these twe sums, we
get an idea of the effeet whieh the sudden withdrawal of foreign
eredits must have had. Up to 1931 there was a surplus in the bal-
anece of foreign eredits for Poelish enterpriises. But in 1932 repay-
ments exeeeded inflow by 151 millien zletys, in 1933—by 42 mil-
lien zletys, in 1934—=by 257 millien Zletys, and in 1935—by 65 Mil-
lien zletys, in addition to which the ameunt of eredit granted was
falling at the same time. While in 1929 inflew frem eredits reaeh-
ed a level of 1,347 million zletys, in 1938 it dropped te 650 mil-
lien zletys, in other werds by 52 per eent¥ Whereas the balanee
of Poland’s share dealings with fereign eountries revealed a de-
fieit for ene year enly (1831). For the ether depression years there
was always a miner surplus.

Many firms were not able to meet their repayment obligations.
For prolongation of their loans they had to hand over some of
their shares to their creditors. A classic example of foreign ered-
itors exploiting the repayment difficulties of Polish enterprises
for the taking over of their capital was the famous case of the
"I. K. Poznafiski” Joint-Steck Company in £.6dz, one of the largest
textile firms in the country. "Poznanski” had credit obligations
with respect to the Milanese Banca Commerciale Italiana. “The
firm was not able to pay off its debt to the Italian bank, and what
is more, it needed additional floating credits from them. The bank

# 7 Chelstowsslij, op. cit, p. 15; Maby Rocatiik Statwstyogny 1933
fThe Comaise Statissicall YearrBBokk far P2933], p. 28.
% Santpsitgka Pbdlsici [Rbdadd itn Satstioshs], ssaiies C, eatts 222 sarnd Hl.
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took advantage of this situation and imposed some very omerous
conditions on the firm, demanding permanent transfer by way of
gratuity of half of the ordinary shares and 1,800 preference sha-
res, in addition to which relations between the “raped” former
owners and the new rmaster of the situation, in the person of 1tal-
ian capital, took such a turn that any kind of opposition from the
Polish minority would have met with immediate distraint proce-
edings on the part of the Italians, and in practice of course this
would have been tantarount to liquidation of the old enter-
prise” 3

The forcing of Polish enterptises to transfer shares to their
foreign creditors in lieu of unpaid debts was the main cause of
the increase in foreign holdings of Polish share capital. New share
purchases by foreign concerns were very moderate. And it was
precisely this that gave birth to the apparently illogical and para-
doxical increase in foreigh holdings in Polish joint-stock ceimpa-
nies during the crisis years, when at the same time foreign capital
was bent on withdrawitng its interests in Poland.

Between 1929 and 1934 the level of foreigh holdings in the
initial share capital of joint-stock companies in Poland rose from
33 per cent to 47 per cent, falling to 44 per cent in 1935° A very
considerable increase then. For in practical terms almost halff the
share capital of enterptises operating within the territory of the
Polish state belonged in 1934 to foreign capitalists. Taking into
account the faet that some concerns were dependent on outside
capital by reason of the credit system and cartel links, this meant
that control of the majority of the larger concerns already resided
abroad during this period. For we have to remermber that all the
large enterptises took the form of joint-stoek companies, while it
was extremely rare for smaller firms to be organized along such
lines.

The fall in foreign holdings in 1935 was caused by the taking-
over by the state of the shares of some concerns, including those

B, Laanttebhakh, Kappddat zagpannioyny wo Hoddzi [Roempn Capitedl
in EodEd], “Gazeta Polska”, 5 December 1935 (reprinted in Z. Landauw,
J. TomaszewskH i, op. cit, pp. 112-115).

Z. Landau, J. Tomaszewski, Wielki kryzys 1930 - 1933 [The *
Greait Depmessiion, 1930- 1933], Warszawa 1982, p. 96.
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with foreign holdings, which were unable to continue functioning
without the aid of credits from the state banks and without fi-
nancial ald from the gowemnniment.

In 1934 the highest level of foreign holdings was to be found
in the oil industry. They amounted to 93 per cent of the total sha-
re capital (76 per cent in 1929). Iron and steel came next with
83 per cent (65 per cent in 1929), together with electric power
stations, gas- and waterworks, also with 83 per cent (76 per cent
in 1929). Foreigh holdings in the chemical industry rose from 41
per cent to 70 per cent, and in mining from 39 per cent to 67 per
cent. Foreign capital continued te show little interest in the food
industry (10 per cent in 1934) and the clothing industry (14 per
cent)’? It still tended to concentrate attention on raw materials
and heavy industry, whieh is te say on those branches of greatest
signifieanee for the econemy and defenee.

However, the real role played by foreign capital was still
greater than that which emerges from the above-cited data. This
was because of the credit and cartel dependence of many con-
cerns. Z. Chelstowski for instance calculates that even in 1933
68 per cent of joint-stock capital was in fact under foreign con-
troll*® Credit dependemnce has already been discussed above, we
shall therefore devote a few words here to the role played by
cartelizatiof.

Foreign capital was generally interested in controlling the
largest enterprises operating within a given branch of industry :
the latter in turn played the main role within the monopoly as-
sociations. They were therefore able to make even the purely
national smaller enterptises dependent on them. In 1934 caumpa-
nies with foreign holdings constituted 17 per cent of the total
number of cartelized joint-stock companies, but they certrolled
as much as 53 per cent of the total capital of joint-stock comipa-
nies operating within the countny® This meant that what com-
paratively was a very small numbet of concerns dependent on

¥ Loc. it

% Z. Cheet 54 bows k k, i, agp. adtt., p. 1M1,

# Maly Rownikk Stiygsmjoyny 1937 [The Comgtte Stiiditalal Y¥earBook
for 18837}, . 1007.
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foreign financial centres also played a fundamental role in the
cartels. For if, in a 100 per cent cartelized bramch of industry,
companies with predominantly foreign capital possessed just
slightly more than 50 per cent of the capital, then as a rule they
were able to gain a dominant position within the association. In
this way cartelization increased foreignh influence within the coun-
try’s economy.

The national make-up of foreign capital invested in Polish
joint-stock companies did not undetgo any major reshuffling
during the depression years. French capital still held the greatest
share, though its holdings decreased from 26.7 per cent in 1929
to 24.4 per cent in 1935. Seeond place was taken by capital from
the United States, whose holdings rose from 15.9 per cent to 21.8
per cent. Germany of the other hand dropped to third position
(from 21.9 per cent to 19.3 per cent). However, this reversal of
pesitions between Germany and the United States did not reflect
the true state of affairs. For in this ease the American Harriman
group merely represented a cover for German eapital. In fourth
position came Belgian capital (11 per cent), and then Swiss cap-
ital (5 per cent) and British (also 5 per eent).

Summing up the depression period, we can state that there
was a fall-off in the amount of resources invested in Polish in-
dustry by foreign capital, but at the same time there was an in-
crease in foreign holdings of joint-stock capital. Only after 1935
did foreign holdings show something of a decrease, but not suf-
ficiently for us to be able to consider this year as some kind of
turnihg-point in the degree of dependency of Polish industry on
foreign resources.

THE PERIOD OF DIRECTED ECONOMY, 1936 - 1939

One of the conclusions which the government drew from the
depression period was that it was necessary to give up counting
on the possibility of economie growth in Poland based an the in-
flow of foreign capital. This probably influenced the decision to

# 7 Lamdiaan, J. Tomaszewskh i, Wieldi kmgygs., .., p. 98.



86 ZBIGNIEW LANDAU

introduce currency restrictions in Poland in April 1936, which the
government had been unwilling to agree to previously in case it
served to turn foreign capital away from Poland. The gowem-
ment was fully cognizant of the fact that in view of the worsening
international situation, the only remaining possibility was to try
and secure loans on a political basis, and not an economic one.

In view of the fact that following Pilsudski's death, France
made renewed attempts to involve Poland more closely with her
interests, conditions were ripe for undertaking endeavours to se-
cure a loan. Conerete discussions on this topic took place during
a visit to France by E. Smigly-Rydz in September 1936. These
resulted in the securing of a loan for 2,600 million French francs.
Ot this sum, 2,060 million represented credit for military pur-
poses, and 0.54 million was earmarked for completion of the
Silesia-Gdyniia railway. The terms of the credit were favourable.
However, realization of the loan encountered some problems,
Among other things, these probably emerged from the fact that
the securing of the credit did net incline Poland towards closer
co-operation with Paris. Partieular difficulties were encoumntered
in respeet of part of the lean—a sum of 1,000 million franes—eon-
neeted with goeds, where the French were to supply Peland with
armaments and military eguipment,

In the face of a real and growing threat of war, and of Great
Britain’s guarantee to Poland in March 1939, the Polish govem-
ment decided to embark that year on negotiations for new credits
for military purposes. It wanted to secure a Joan for 60 million
pounds (around 1,400 million zlotys) in London, and one for
2,000 million francs in Paris. Despite the threateming situation,
the negotiations came up against some very considerable ohstac-
les. The British wanted to treat the loan as a pure bank-credit
operation, and not as a political matter. While the French made
their position dependent upon London's reaction. This forced the
Polish side to cut back their demands. In London talks turned
around a credit involving 8 million pounds’ worth of goods and
8 million pounds in cash, though the English were inclined to
grant only 5 million in cash. Following very difficult negeotiations,
an agreement was finally signed on 26 August 1939. A settlement
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with France was sighed on 18 August. In practical terms then the
two loans had no influence at all on Poland’s situation.

Unable to acquire substantial new loans, the government be-
gan steps aimed at restricting the level of payments for servicing
existing liabilities. For realization of this task use was made of
the currency regulations issued. From mid-1936 the transfer ab-
road of sums connected with repayment of capital and interest on
central and local government loans was discontinued. The renew-
al of such payments was conditional upon the renegotiation of
the terms of a given loan. As a result of complicated negotiations
conducted with various groups of creditors, agreements were
reached for the lowering of interest rates, extension of the repay-
ment period, and in some cases for postponement of repay-
ment of capital for a few yeais—only the interest was to be ser-
vieed.

In view of the fact that a significant portion of Polish foreign
loan shares were bought up by Poles on the foreign market and
then brought into Poland, the government decided to convert for-
eign dollar loan shares held by Polish citizens into an imternal
loan based on the zloty and at a much lower interest rate than
the dollar loans. The operation was of considerable significance,
since substantial numbers of these loan shares were now located
in Poland (e.g. around 50 per cent of the American loan from
1920, and 87 per cent of the Dillon loan from 1925)% A statute
regulating the principles of conversion was issued on 7 April
1937. This served as the basis for converting state and local gov-
ernment foreign loan shares for a nominal sum of almost 49 mil-
lien dollars into an internal loan.

As a result of these steps taken by the government, there was
a perceptible decrease in the level of the state’s liabilities abroad,
as well as of annual payments respecting them. While liabilities
abroad amounted to 3,345 million zlotys in 1935, on 1 April 1939
the figure was only 2,470 million zlotys. While the proportions
between domestic liabilities and foreign liabilities amounted to

4 AAN, Treasury group, vols. 4061, 4063.
B Wynikki komueesitji posweekk dolarevygieh [The Resuliss of the COomer-
siomn of Dollnr Loansi], “Polska Gospodatreza”, 1938, No. 29, p. 1070.
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12 per cent and 88 per cent respectively in 1929, and 29 per cent
and 71 per cent in 1935, in April 1939 the figures were 53 per
cent and 47 per cent’® This was something advantageous frem
the point of view of the level of government payments abroad.

The drop in the level of foreign holdings of the capital of
joint-stock companies operating in Poland which ocecurred in 1935,
was maintained in 1936. Indeed, it was even more marked than
the previous year. Above all, it resulted from the buying-up by
the Polish government from the Germans on 11 June 1936 of the
companies making up the largest industrial holding in Upper Si-
lesia, the "Mining and Metalluigical Pattmeiship”, comprising the
Katowice Mining and Metalluigical Joint-Steck Company and the
Upper Silesian United “Reyal” and "Laura” Iroawerks. The gov-
ernment purchased the Katowiee Company pertfelie for a nem-
inal sum of 66 milion zlotys, and that of the "Roeyal” and “Lau-
ra” lrenwoerks for a neminal sum of 84 millien Zletys, at the same
time taking over German liabilities tewards the Partmetiship te
the value of around 81 millien zletys. For the shares it teek ever,
the governrment paid the Germans 80 million zletys in bends.

In view of the fact that no new inflow of foreign capital into
Poland was observed, the buying-up of the German concerns must
have contributed to the drop in forelgn heldings of joint-steek in
general, and in the mining and metallutgical industries in par-
tleular.

In the two following yeais—I1937 and 1938—foreign holdings
of joint-stock capital again began to reveal an upward trend.
This was probably connected with the continuing process of the
taking-over by foreign creditors of shares of those enterpiises not
able to pay off credits secured earlier. For the fall-off in credits
was still maintained during the years 1936 and 1937 (we do not

£ Maly Rocmillc Staiyghtyoyny 1939 [The Comgitse Statistitilal YeéearBook
for 1939], p. 372; W. Domamiicewski i, Polkdti defaulit z roku 1936 [[The
Polissh Defaullt of 1936], p. 7 (typeseript in the Archives of the Pilsudski
Institute in New York).

# Grounds for the proposal by the Ministes of Industry and Trade,
A. Roman, and the Treasury Minister, E. Kwiatkowski, concerning the
“Partnershiip”, submitted to the Ministerial Economic Committee on 12 July
1936. AAN, Minutes of the Council of Ministers, vol. 82, fo. 45-47.
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have figures for the years following). In 1936 liabilities of Polish
firms in respect of foreign creditors fell by 53 million zlotys, and
in 1937 by a further 66 million zlotys*® This process probably con-
tinued until the outbreak of war. The Treasury Minister, for in-
stance, E. Kwiatkowski, spoke of the difficulties in obtaining new
credits in 1939 : “"The State Forests sell timber to the London
market every single year, in respect of which they receive an
advance of one million pounds each year, which sum Is then ad-
justed as deliveries take place. When recently we made a demand
for the customary advance, we received the reply that the En-
glish would have to wait for Hitler’s speeeh fitsst’"?

It a state enterprise had problems securing credit, how much
more difficult must it have been for private firms. Sueh difficul-
ties were felt by the sugar industry for instamee, which for years
had received advance credit from the London British Overseas
Bank.

The fall in credits granted to Polish enterptises from abroad
is confirmed by statistical data. While cash debts of Polish firms
in respect of foreign creditors amounted to 1,448 million zlotys
at the end of 1935, this sum had dropped to 1,300 million zlotys
by the end of 1936, while a year later the figure was 1,247 mil-
lion. ¥

The growth in foreign holdings of share capital took place
alongside an increasing tendency on the part of the state to take
over certain foreign enterprises. The government for instance
bought up French shares in the Zyrardéw Works, and in May
1939 it took over the German Hohenlohe-Werke in Upper Silesia
together with its subsidiary companies. There was also a take-
over of the electric power station at Chorzéw, again from the
Germans. This activity led to a reduction in the influence of out-
side capital within Polish industry. Its escalation during the clos-
ing period of the Second Republic was connected with the diffi-

9 Maly Rocznikk Statygszoyny 1939, p. 239.

% J. Szemlbeddk, Dianisssz i tekii [Diamy and Pontfobibisls], vel. 1V, Lon-
dyn 1972, p. 577.

4 5. Pollmazeds, Bilanss plahiiegy Polsiii w latanth 1936 and 1937 [[Po-
lamdlss Balamoee of Paymeetsts for the Yearss 1936 and 1937], “Polska Gospo-
darcza™, 1939, No. 9, p. 367.
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culties arising in many enterptises on account of the ecenomic
depression, and with the lack of interest shown by foreign con-
cerns in reforming the declining factories with their own resour-
ces. The Treasury wase left to perform this task, since private cap-
ital in Poland was not strong enough.

In the period of interest to us here there were certain shifts
in the compositional make-up of those enterptises dependent on
foreign finance. There were decreases in the latter’s participation
in the oil industry (from 93 per cent in 1934 to 86 per cent in
1938), the mining industry (from 71 per cent in 1935 to 57 per cent
in 1938), the chemical industry (from 70 per cent in 1934 to 49 per
cent in 1938), and in the metal industry (from 32 per cent to 24
per cent over the same petiod). On the other hand there was in-
creased participation in the electrical engineering industry (from
31 per cent to 55 per cent), the textile industry (from 23 per cent
to 27 per cent), the timber industry (from 38 per cent to 48 per
cent), and in minerals (from 25 per cent to 31 per cent)® In gen-
eral terms this trend was benefieial, sinee there was a decline
in the significanee of foreign capital within heavy industry (with
the exception of electrical engineerimg). However, dependence was
still exeessively high. in 1938 foreign heldings in the share cap-
ital of industrial enterprises amounted to 43 per cent. Foreign
coneerns possessed over 50 per eent of the share eapital in 22 per
eent of eompanies, and these firms eeontrolled 38 per cent of the
eapital of all joint-stoek companins'® Se that it was still the largest
enterpiises that were invelved.

Changes in the nationality breakdown of foreign capital ope-
rating in Poland during the years 1935 - 1937 (there are no figures
for the succeeding years) consisted in a decline in the role of
German capital (falling from 19.3 per cent of the total in 1935
to 13.3 per cent in 1937) and of American capital working in col-

8 7. Lamdiaaw, J. Tomaszewsddi, Widlii kmgges, .., p. 96; Mily
Roonikk Statygsiyoyny 1938 [The Comgitee Statiititimal YemarBBolok for 1938],
p. 98 ; Kiitgpa gospmideczea Polddti, Inflarrmatcior przamysisteesbahdindiowy [[The
Ecomanyy Book of Polanti. Am Indisitielal and Tradie Direnttoyl], Warszawa
1939, p. 96.

4 Ksisgga gospurttaczea Polditi, p. 96.
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laboration with the Germans in Upper Silesia (falling from 21.8
per cent to 18.6 per cent), and in a small increase in the particip-
ation of other states. The leading position was still held by French
capital, whose share rose to 26.2 per cent™® The decline in the
role of German capital resulted from the earlier described buying-
up of the "Partnership” enterpiises. A certain drop in the com-
mitment of American capital was also caused by the buying-up of
that concern, in which US financiers had a certain amount of
holdings, as well as by a degree of withdrawal from the oil in-
dustry. It would seem that the decreasing significance of German
capital was a trend which was maintained up until 1939.

In 1937 French capital was most heavily tied up in the oil
industry, the mining and metallutgiical industties, the textile in-
dustry and the chemical industry, American capital in the min-
ing and metallutgical industries and the oll industry, German cap-
ital in the mining and metallutgical industiies, electric power
stations and the metal industry, Belglan capital in electric power
stations, the mining and metallurgical industries and in minerals,
Swiss capital in electric power stations, and the textile and ¢hem-
ical industries, and British capital—in the chemical, textile and
food industmies. The basic spheres of interest of capital from par-
ticular states did not, then, undetgo radical change during the
period of the Second Republie.

AN APPRAISAL OF THE INFLUENCE OF FOREIGN CAPITAL ON THE
COUNTRY'S ECONOMY

In general terms foreign capital had a negative influence on
Poland’s economic growth during the inter-wat period, which is
not of course to say that every operation tied up with foreign
capital was detrimentall. Foreigh concerns confined their interest
in the Polish economy to a relatively narrow band of selected
branehes of the national economy. This sphere of interest mainly
embraced raw mMmateriialls, heavy industry, electrie pewer stations,

8% z Lamdiau, J. Tomaszewskldi, Widlki kmgyys, .., p. 98 ; HKsiega
gospuibwerza Poldii, p. 97.
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waterworks, and insurance and the larger private banks. These
branches of the economy became almeost entirely dependent on
foreign finance. Whereas agriculture and many branches of light
industry remained beyond the scope of any interest whatsoever.
Capital was thus invested where industry provided given and fair-
ly stable conditions for the sale of goods produced. Because of
the fact that the domestic market in Poland was limited, foreign
capital avoided the construction of new plants, and comcentrated
on buying up enterprises already in existence and possessing tra-
ditional outlets. In not building new premises, foreign finance did
not contribute to the arisal of new capital goods, whose employ-
ment in production would have provided resources for the servic-
ing of loans and investment, and led to the creation of new work
posts. Such investment led merely to a change in the person of
the owner of an already existing production plant.

This circumstance had a number of negative consequences.
Firstly, from the point of view of flexibility in conducting na-
tional economic policy, it was by no means a matter of indiffer-
ence whether the controller of production potential was a resident
national or a foreigner. It was considerably more difficult to in-
fluence the latter, since he did not as a rule see his interests as
coinciding with those of Poland. Secondly, the buying-up of fac-
tories very often aimed not at expansion of production, but at
cutting back production, to restriet competition with output from
other states. Thirdly, a change in the nationality of the owner
was reflected in the balance of payrmmemits. A resident national
would earmark a considerable portion of his income for the needs
of his family in Poland, even when part of his profits were kept
abroad. A foreign owner would transter all his profits abroad,
and often a considerable portion, too, of resources intended for
amortization. In the process he placed a much heavier burden on
the balance of payments than an owner who was a resident, na-
tional. No less significant is the fact that on the whole foreign
capital avolded ploughing back its profits in Poland. Two factors
were at work here—economic and political. From an economic
point of view—the building of new factories came up against the
obstacle of lack of absorptive market outlets. From a political
point of view—there were constant fears as to the prospects for
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Poland’s continued existence as an independent state. Both these
factors brought about a situation where the foreign investor en-
deavoured to withdraw capital invested within Polish territory
as quickly as possible. He therefore took all his profits abroad.

Gaining considerable profits without reinvesting them in the
country, as an ultimate financial effect foreign capital caused
such a strain on the balance of payments that this led to the de-
capitalization of Poland. For the sums of long-term capital in-
vested in Poland in successive years by foreign capitalist amount-
ed to less than the overall outflow of such capital and associated
burdems. During the period 19241- 1937 (these are the only years
for which we have figures) long-terfm investments in Poland from
abroad amounted to 3,195 million zlotys. Payments comnected
with these investments amounted to 1,868 million zlotys ever the
same period, and sums transferred abroad on aecount of iiterest,
dividends and se on—3,703 millien zletys. Outflow thus éexceeded
inflow by 2,374 million zletys. And this eonstituted enly part of
the cests of servieing leng-term investment diseernible in the sta-
tisties. 1n order te gain foreign eurreney te eover these obligatiens,
the Pelish state was eompelled te push up experts, and in seme
periods this entailed eensiderable finaneial eutlays. Fer this pur-
pese for instance, during the depression peried a very e6estly
dumping peliey was empleyed, premium systems for expeorters
were developed, and rail transpert of goeds destined fer expert
was subsidized. And these were net trifling ameunts, either.
Dumping eests were estifated at 300 = 500 millien zletys annually,
the reimbursement of eustoms duties te experters—at 50 millien
Zletys, and subsidies hidden in railway fares—at 180 millien zle-
tys. And this is a far frem eemplete list of the ways in whieh ex-
pert was eneeuraged. 1n eensequemce, accerding to fairly eautious
estimates, direet and indirect eests asseeiated with the servieing of
foreign eapital ameunted to areund 470 millien zletys annually.

8 7 Lamdizan, Wpiyw kagitabidw obewth na gospmtiakie polsicg |The
Effectt of Foreigm Capiitdl on the Politsh Ecomamyy], in: Z. L amdiaw, J. To-
maszewsskk i, Dragmn Rzeuppspglitita, Gospmoidakdka, spolbozeddistopo, mmikjsce
w Swisnide, Warszawa 1977, pp. 336 - 337.
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This was the amount which could have been invested in the na-
tional economy each year if it had not been necessary to service
foreign capital. In this respect it was a substantial sum, since
during the years 1924 - 1935 the government allocated an average
annual amount of 500 million zlotys for investment pumposes. If
it had not been for the servicing of foreign capital, then, this sum
could have been almost doubled. Thus foreign capital did not
fulfil the role of an accelerating factor in the economic growth
of the Second Republie, but rather tended to inhibit such growth.

(Transttagdd by Philllpp G. SSwitth)





