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INDUSTRIAL RECESSION IN POLAND 1924 - 1925

I. DEVELOPMENT OF SITUATION IN INDUSTRY

A fter the inflationary boom, as early  as April 1923 a produc­
tion decrease loomed in Poland. However, the very  industrial 
recession began in the autum n of the same year. Its causes have 
been thoroughly discussed somehere else,1 so I shall confine m y­
self to recalling only the most im portant of them. One of them  
were declining real wages as a result of hyperinflation. This en tail­
ed decrease in the dem and for industrial goods. The decreasing 
revenue of the State had a sim ilar effect. The governm ent had to 
lim it expenditures, among others to reduce the purchase of in­
dustrial goods. At the same time, in the face of disorganization in 
the credit system, businessmen encountered growing difficulties 
in obtaining cheap loans. This had an effect to bear on increased 
production costs, and this in tu rn  ham pered sales on both home 
and foreign m arkets. It also turned  out th a t Polish industry, mod­
ernized to a m inute ex ten t only during the years of the inflatio­
nary  boom, faced far greater production costs than  those of more 
up-to-date establishm ents in W est-European states. Easy export 
during the years 1920 - 1923 resulted first of all from  tHe fact

1 Z. L a n d a u ,  J. T o m a s z e w s k i ,  W d o b i e  inf lacj i  [In t he  T i m e s  of  
Inf lat ion] ,  W arszawa 1967, pp. 100 - 104.
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172 ZBIGNIEW LANDAU

that inflation started  a special mechanism, i.e. the so-called 
inflationary export bounty which was functional under the  
conditions of m oderate inflation, bu t failed under the circum stan­
ces of hyperinflation.2

W ith hyperinflation in Poland ended the era of industrial 
boom and this country entered a period of growing economic dif­
ficulties. They still grew  after the currency stabilized. Yet it is 
difficult to share the opinion tha t the recession was solely due to 
the stabilization of the currency which only deepened the depres­
sion.

The post-inflationary recession, and this term  conventionally 
embraces the period of breakdow n from  autum n 1923 till early 
1926, had several clear-cut stages. Inasm uch as, for example, the 
depression tha t affected Poland’s economy during the years 1930 - 
1935 was characterized by system atic fall in production gradually  
deepening till 1932, the post-inflationary recession had two pro­
duction drops instead of one.

The first stage of the breakdow n continued till June 1924. 
In that period production dropped considerably. It was an expect­
ed resu lt of the rapid stabilization of the currency. As a result 
of checking the fall of the value of the Polish M ark, and then 
thanks to the introduction of the zloty of standard  value, the 
prices of goods increased, since individual production costs w ent 
up. The production fall particu larly  affected the industries produc­
ing investm ent goods, where production rate  betw een A ugust 1923 
and Ju ly  1924 decreased by 48.6 points, while in the industries 
producing consumer goods the corresponding figure was 22.9 
points.3

In August 1924 the situation began to improve relatively. Re­
searchers in economic situation defined it as “depression [. . .] w ith 
certain symptoms of apparent im provem ent, characterized by 
a certain production grow th.” 4 This im provem ent was m ainly 
a result of increased demand on the home m arket. Increased p u r­

2 The mechanism of the inflationary bounty cf. ibidem, pp. 340 - 341.
3 Wskaźnik produkcji przemysłowej w latach 1922 - 1924 [The Index of 

Industrial Production During the Years 1922- 1924], “Koniunktura Gospo­
darcza,” 1931, p. 115.

4 Koniunktura gospodarcza w Polsce 1924 - 1927 [Economic Situation in 
Poland 1924 - 1927], Warszawa 1926, p. 24.
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chase of industrial goods was due to the end of the harvest which 
was connected w ith increased cash resources of the agricultural 
population. The boom was also greatly  due to the inflow of for­
eign loans for the governm ent. These means were im m ediately 
spent on the financing of various economic undertakings which 
entailed increased governm ental orders. As a result, the demand 
increased for industrial goods. The sales on foreign m arkets were 
far lower than  in 1923. Industrial production and mining increased 
rela tively  high in the la tte r  half of 1924. In 1925, however, 
th is tendency was checked and in Septem ber production began to 
drop again. This time it was a drop indeed. Suffice it to say that 
in January  1926 production decreased by 20°/o in comparison 
w ith  Septem ber 1925.5

The cause of the recurrence of the breakdow n in August 1925 
was not only the in ternal situation, e.g. disorders on the currency 
m arket, but first of all the tariff w ar launched by the German 
Reich against Poland. In connection w ith the fact tha t G erm any 
was the m ain im porter of Polish goods (among other things she 
im ported 6 million tons of coal and considerable quantities of 
m etallurgical products annually), lim itation of her purchases had 
to have a severe effect to bear on the situation of Polish industry.

The adverse phenomena taking place in trade exchange w ith 
G erm any could not be counteracted by the recurrence of the in­
flationary  export bounty connected w ith the breakdow n of the 
zloty. An additional cause of the production drop were difficulties 
in obtaining loans on the home currency m arket. This entailed 
increased credit costs that were relatively  high in Poland anyway. 
Credit difficulties in tu rn  resulted in increased production costs 
and this lim ited the possibilities of sale and entailed decreased 
production output. N aturally, there  were some other factors, too. 
For instance, fear of the fu rther fall of the zloty resulted  in the 
fact tha t factories refused to sell their products on credit which 
in the face of the shortage of cash in tradesm en resulted  in de­
creased orders.

As late as February  1926 began a slow, bu t at the same con­
tinuous growth of industrial production. It began a few m onths

5 Ibidem, p. 65.
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174 ZBIGNIEW LANDAU

before the May coup d’état. So, it negates the thesis supported by 
Pilsudski’s followers tha t only his accession to power made it 
possible to improve the S ta te’s economic situation.6 Actually, im­
provem ent began to loom earlier.7

The period between February  and August 1926 can be defined 
as a post-recession depression. In tha t period a vital effect on 
the production boom was that of the decreased value of the zloty, 
and so certain  inflationary factors began to operate, such as for 
instance the debasem ent of taxes and im port tariffs, etc., and 
autom aticaly decreased the production costs of enterprises. The 
inflationary mechanisms functioning in Poland combined w ith the 
growing im provem ent of the world situation which is illustrated  
by Table 1.

Table 1. Production of Selected Raw Materials and Industrial Goods 
in Europe (exclusive of the USSR) in the Years 1925—1927

Item 1925 1926 1927

Coal (in million ton) 433 574
Petroleum 3 304 4 229 4 584
Cement 23 500 25 500 28 520
Zinc 510 526 626
Paper (in thousand ton) 6‘750 6 960 7 690
Aluminium 103 113 110
Potassium 1 951 1 716 1 982
Motor-cars (in thousands) 472 516 604

Source: “Statistical Year-Book of the League of Nation,,” 1934— 1935,
pp. 124, 127, 129, 136, 147, 149, 160, 165.

The activation of European economy and the fall of the value 
of the zloty made it possible to increase Poland’s exports, and

6 Cf. e.g. Przegląd życia gospodarczego Polski w okresie od połowy 
września 1926 r. Review of Poland’s Economic Life in the Period from 
Mid-September 1926], Warszawa 1926; S. S t a r z y ń s k i ,  Rok 1926 w życiu, 
gospodarczym Polski [The Year 1926 in Poland’s Economic Life], Warszawa 
1927 ; A. K r z y ż a n o w s k i ,  Rządy Marszalka Piłsudskiego [The Rule of 
Marshal Piłsudski], Kraków 1927; E. K w ia tk o w s k i ,  Istotne założenia 
w walce o nowy ustrój [Important Assumptions in the Fight for a New 
System], Warszawa 1929.

7 This problem is more widely discussed in: Z. L a n d a u , Plan stabi­
lizacyjny 1927 - 1930 [The Stabilization Plan 1927 - 1930], Warszawa 1963, 
pp. 11-39; Z. L a n d a u , Impact of the May 1926 Coup on the State of 
Polish Economyx “Acta Poloniae Historica,” vol.35, 1977, pp. 169 - 187.
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the im provem ent of the situation in the countryside connected 
w ith increased prices of agricultural products resulted  in the in­
creased national demand for industrial goods that was particu larly  
m arked in the period beginning in Septem ber 1926. Growing 
sales on the home and foreign m arkets encouraged the private cap­
ital to m ake new investm ents alm ost completely given up during 
the years of the post-inflationary recession. Growing investm ents 
increased the demand for investm ent goods. In order to cover 
them , businessm en developed production and employed new w ork­
ers. The la tte r  in tu rn  by spending the money they earned in­
creased the dem and for consumer goods. So, m ultiplication 
mechanism s and the accelerator principle began to function again 
on the understanding tha t inasm uch as during the period of the re ­
cession they  added to the decline of production, this time they 
accelerated its rapid growth. This improved situation had reper­
cussions on the State revenue. The increased turnover and profits 
of private enterprises increased the State income. Sim ilarly in­
creased the budgets of fiscal monopolies and state-ow ned en te r­
prises. Growing revenues enabled the governm ent to increase

Table 2. Monthly Indexes of Industrial Production Improved by the Elimination of Seasonal 
Fluctuations for the Period January 1923 — December 1926 (1925 —1927 = 100)

Month 1923 1924 1925 1926

January 112.6 94.5 102.9 77.8
February 112.6 94.2 95.6 79.8
March 113.1 97.9 100.1 81.6
April 111.1 103.9 100.6 84.0
May 108.8 94.6 99.5 83.1
June 110.9 84.6 99.0 87.7
July 111.9 79.5 95.3 93.7
August 111.1 74.0 90.9 97.7
September 109.6 91.2 90.4 101.3
October 102.6 93.9 86.3 102.3
November 104.1 100.3 82.4 105.4
December 101.3 100.6 80.5 106.9

Source: Wskaźniki produkcji przemysłowej it’ latach 1922—1924 [Indexes of Industrial Production 
in the Years 1922—1924], „Koniunktura Gospodarcza,” 197.1, p. 115; L. Landau, Wahania sezonowe 
produkcji przemysłowej u Polsce [Seasonal Fluctuations of industrial Production in Poland], “Sprawozdania 
i Przyczynki Naukowe,” Instytut Badań Koniunktur Gospodarczych i Cen, 1929, No. 4, p. 11.

http://rcin.org.pl



176 ZBIGNIEW LANDAU

expenditures. This in tu rn  resulted  in an additional boom on the 
home m arket.

These processes are reflected by Table 2 giving inform ation on 
the form ation of the general index of industrial production and 
mining in the individual m onths of the period we are in terested  in. 
This index needs some explanation. W ithout going far into details, 
one should say tha t its character was firs t of all sym ptom atic. So­
lely for mining and m etallurgy it was based on the data concer­
ning the real production of fundam ental products (hard coal, iron 
ore, zinc and lead, pig iron, rolled products and zinc). On the 
o ther hand, for the processing industry  the basis of the index 
were not the  data concerning the real production, bu t the num ­
ber of m an-hours in establishm ents employing over 20 w o rk e rs ,8 
at the same tim e weeks w ith holidays and periods of big strikes 
were elim inated from  the calculations initially .9 On the basis of 
these data indexes were determ ined for a dozen or so most im ­
portan t branches of industry. The general production index used 
in Table 2 was the weighted arithm etic m ean of the indexes cal­
culated for individual branches of mining and m etallurgy and the 
production index of the processing industry. W eights w ere de­
term ined on the basis of the mean num ber of w orkers in each 
production branch. In various periods various weights w ere ap­
plied. Initially, the starting-poin t was the average num ber of 
w orkers in each branch during the years 1925, 1926.10 Then the 
basis was em ploym ent in the period 1925 - 1927.11 A t the same 
time, certain  modifications took place in the very construction of 
the index.12

The fundam ental advantage of an index constructed in tha t 
way was its sim plicity thanks to which its calculation was possible 
even under the conditions of lacking detailed statistics of indus- 
_________  , <

8 Koniunktura ..., pp. 20 - 21.
9 Cf. “Koniunktura Gospodarcza,” 1928, p. 243.
10 Koniunktura ..., pp. 65 - 66.
11 “Koniunktura Gospodarcza,” 1929, p. 92.
12 For changes in the method of calculating the index see Nowa meto­

da obliczania wskaźnika produkcji przemysłowej [A New Method of Cal­
culating the Index of Industrial Production], “Koniunktura Gospodarcza,’’ 
1929, pp. 114-115; Z. L a n d a u , Metody badań produkcji przemysłowej 
i zatrudnienia w przemyśle [Methods of Research in Industrial Production 
and in Employment in Industry], “Prace Instytutu Badania Koniunktur Gos­
podarczych i Cen,” vol. II, 1933, Part 2, pp. 20 - 25.
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tria l production.13 However, it had certain shortcomings. They 
consisted firstly  in the fact that only big and middle industries 
were taken into consideration in the processing industry, while 
the  small-scale industry, so im portant under Poland’s conditions, 
was ignored completely ; secondly, the grow th of productivity 
was not taken into consideration, since it could not be em braced 
by the index based on the num ber of m an-hours only ; and th ird ­
ly, since weeks w ith holidays or big strikes were elim inated from  
the statistics, the index did not take into account the fall of pro­
ductivity  due to these circumstances. N aturally, it is difficult to 
find out to w hat extent the underestim ation of the production vo­
lum e due to the fact that productivity  in the processing industry  
was not taken into consideration was balanced by the omission 
of the effect of bigger strikes on production.

The above considerations concerning the course of economic 
situation do not yet allow of form ing a complete opinion on the 
situation of Polish industry  in those days. For this purpose one 
should compare the production level of the years 1924 - 1926 w ith 
tha t in 1923. This is illustrated  by Table 3.

Table 3. The General Index of Industrial Production in 
the Years 1923—1927

Year Index Change in comparison
with the preceding year

1923 100.0
1924 84.8 -15.2
1925 86.2 + 1.4
1926 83.8 -  2.4
1927 104.6 +20.8

Source: Calculated on the bâ is of the publication: Materia­
ły do badań nad gospodarką Polski [Materials for Research an Poland's 
Economy, Part I: 1918—1939, Warszawa 1956, p. 165, Anne I.

These data, however, due to not very  precise construction of 
the index, should be taken cautiously. For instance, from  the

13 J. T o m a s z e w s k i , Ogólny wskaźnik produkcji przemysłowej Pol­
ski 1928 - 1938 [The General Index of Poland’s Industrial Production 1928 -
1938] in: Z. L a n d a u , J. T o m a s z e w s k i , Druga Rzeczypospolita. Gos­
podarka, społeczeństwo, miejsce w świecie Warszawa 1977, pp. 9-42.

12 Acta Poloniae Historica 43http://rcin.org.pl
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above comparison it appears tha t the production level of 1923 was 
reached and exceeded as late as 1927. In connection w ith the fact, 
however, tha t the index did not take into consideration the growth 
of productivity in processing industries, and productivity went 
up p re tty  rapidly in tha t period, some researchers assume that the 
production level of 1923 was reached maybe as early  as towards 
the end of 1926.14

II. THE SITUATION OF INDUSTRY IN THE PERIOD OF POST-INFLA-
TIONARY RECESSION

Inasm uch as the industrial recession of the years 1930 - 1933 
attacted  much attention of researches and is the subject of m any 
various publications,15 the situation of industry  in the period 
of the post-inflationary recession has not been properly studied. 
It is difficult to explain lack of publications devoted to this sub­
ject. One can venture the hypothesis tha t the question of the 
industrial recession paled before problem s of finances and cur­
rencies tha t are the subject of a considerable num ber of mono­
graphs and publications.18 A nother reason could be difficulties 
w ith sources, and especially the im perfection of statistics and 
lack of partial data. The insufficiency of sources discouraged re ­
searchers from undertaking an analysis of recession phenom ena 
in industry. Irrespective of the cause, however, a m ere fact is 
tha t lack of investigations extrem ely complicates the presentation 
of the situation of Polish industry  during the years 1924 - 1926.

The fundam ental symptom s of the recession were : produc­
tion fall, decreased employm ent, and the lim ited num ber of indus­
tria l establishm ents in operation. So, before we analyse the 
changes in the national economy entailed by the breakdow n of in­
dustrial situation, let us try  to present the effect of the depression 
on the physical level of production. N aturally, we cannot analyse 
too great a num ber of products, tha t is w hy we shall confine

14 Ogólny wskaźnik ..., p. 114.
15 For incomplete bibliography see L. G r o s fe ld ,  Polska w latach

kryzysu gospodarczego 1929 - 1933 [Poland in the Years of the Great Depres­
sion 1929 - 1933], Warszawa 1952, pp. 310 - 315.

16 For a list of them see J. T o m a s z e w s k i , Stabilizacja waluty w
Polsce [The Stabilization of Currency in Poland], Warszawa 1961, pp. 233 -
238.

http://rcin.org.pl



179

ourselves to those most characteristic ones for which we have 
suitable sources at the same time.

Table 4. Comparison of the Volumes of the Industrial Production Selected Products During 
the Years 1913 and 1923—1926

Relation Relation
Item 1913 1923 1924 1925 1926 1926— /926—

1913 1923
(%) (%)

Hard coal (in
million tons) 40.7 36.1 32.2 29.1 35.7 87.8 98.8

Crude oil (in 
thousand
tons) 1114 737 771 812 796 71.5 108.0

Natural gas (in 
million
cubic m.) 687 390 438 535 481 70.0 123.3

Salt (in
thousand t) 189 363 275 330 339 179.4 93.4

Potash salt ,, 2 62 81 179 208 104 335.4
Iron ore ,, 464 450 288 212 315 67.9 70.0
Zinc ore ,, 510 260 238 375 305 59.8 117.3
Pig iron 1055 520 336 315 327 31.0 62.8
Steel ,, 1619 1132 678 782 788 48.7 69.6
Zinc ,, 192 96 93 114 124 64.6 129.1
Lead ,, 42 17 20 28 28 60.5 164.7
Coke ,, 918 1373 950 964 1113 121.2 81.0
Fertilizers ,, 400 282 299 515 613 153.2 217.4
Sugar0 574 246 341 421 73.3
Cement ,, 665 489 350 529 557 83.6 113.9
Electricity (in 

million
kWh) 660 1511 1667 1441 228.3 96.0

Rolled products 
(in thousand t)

1244 778 472 586 562 45.1 72.2
Paper (in

thousand t) 65 52ft 46 75 82 126.1 157.6

a—in sugar campaigns 1922—1923 and 1926—1927. 
b—data for 1922.
Source: “Rocznik Statystyki Rzeczpospolitej Polskiej” 192/, pp. 157, 161, 163, 164, 167; 1928, p. 168; 

Z. Landau, Gospodarka Polski na tle gospodarki światowe) 1913—1938 [Poland’s Economy Against 
the Background of the World Economy 1913—1938], “Kwartalnik Historyczny,” 1968, p. 257.

12* http://rcin.org.pl
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The list of the products taken into consideration in Table 4 
has a p retty  accidental character. It lacks data characterizing the 
production of the textile industry. Also poorly represented is the 
output of the chemical and food industries. But already on the 
basis of the data given by the table one can attem pt the form u­
lation of certain conclusions. F irst of all one should say that the 
recession affected various branches of industry  to a d ifferent ex ­
ten t and in various ways. The general production index dropped 
by 16.2% 17 in 1926 as compared to 1923, but in m any industries 
production not only did not decrease, but even increased consid­
erably. This referred  first of all to potash salt the output of 
which grew rapidly. The production of fertilizers, paper, lead, zinc 
and natural gas increased, too. On the other hand, the  output of 
iron ores, the m elting of pig iron and steel and the production 
of rolled products and sugar dropped below the average decrease. 
At the same time, one should keep in mind tha t in 1926 in m any 
branches of industry  production considerably increased in compa­
rison with the most difficult year 1925. In other words, the dep­
ression most sharply affected iron m etallurgy among the inves­
tigated branches that had to mean sim ilar processes in the m etal- 
processing industry in general. The textile industry suffered from  
the depression very much, too.

The num ber of operational thin-spinning spindles in the textile  
industry  decreased by 18% in 1926 in comparison w ith 1923, and 
tha t of power-looms by 34%. In the wool industry, the operation 
of spindles for worsted, spindles for coarse wool and power-loom s 
decreased by 20%, 68% and 32%, respectively. This m eant 
that the textile industry  suffered from the depression more than  
the other branches of industry, except for the iron and steel in­
dustry .18 As a result of the outbreak of the tariff w ar w ith G er­
m any in 1925, coal mining suffered very  much, too : its output 
dropped by 20% in comparison w ith 1923. As late as the outbreak 
of a several m onths’ strike in British collieries in 1926 the dem and 
for Polish coal rapidly grew abroad and this made it possible to  
improve the situation in this industry .19

17 Cf. Table 3. 
18 “Rocznik Statystyki RP,” 1924, p. 63 ; 1925, p. 166.
19 S. S z y sz k o  w sk i, Skutki gospodarcze strajku górników w Anglii 

[The Economic Effect of the Strike of Miners in England], “Przemysł i Han-
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W hen draw ing conclusions concerning the general economic 
effects of the depression in industry one should bear in m ind tha t 
the th ree  most affected industries (coal mining, the textile  in­
dustry  and m etallurgy) were among the fundam ental branches of 
Polish production. Hence, their difficulties had a far great bearing 
on the economic situation than even great im provem ent in the 
production of secondary production branches at tha t time, e.g. the 
chemical industry  or the paper industry.

In order to picture the importance of individual industries we 
have to resort to the information on the num ber of the  w orkers 
they  employed. However, we cannot compare the changes of em ­
ploym ent in the years 1923 and 1926 w ith one another, since the 
respective data for 1923 are lacking.20 Under these circum stances 
we shall confine ourselves to presenting the inform ation character­
izing the struc tu re  of employment in the most im portant indu­
stries we are interested in. In December 1926, among the 641 
thousand w orkers of all the mines, m etallurgical enterprises w ith 
blast-furnaces and processing plants employing over 20 people,21 
were 209 thousands of those employed by coal mining and m etal­
lurgy and 136 thousands of those working in the tex tile  industry. 
Therefore, the afore-m entioned branches employed about 53% 
of all the w orkers of the big and middle industries. On the other 
hand, the paper industry  employed only 10 thousand w orkers and 
the chemical industry  31 thousand people. Thereby, even some 
increase in production in those branches could not compensate 
the fall of production in the textile industry, m etallurgy and coal 
mining.

As a resu lt of the production decrease em ploym ent dropped 
rapidly. In m ining it decreased by 47% during the years 1924 
and 1925 as com pared to 1923, and in the iron and steel industry

del,” 1926, pp. 1141-1143; J. Cybul skki, Sytuacja górnictwa węglowego 
po strajku angielskim [The Situation of Coal Mining After the English 
Strike], “Przemysł i Handel,” 1927, pp..391 -393.

20 Z. L a n d a u , Stan zatrudnienia robotników w przemyśle polskim w 
latach 1918 - 1923 [The Employment of Workers in Polish Industry in the 
Years 1918 - 1923], “Kwartalnik Historii Ruchu Zawodowego CRZZ,” 1968, 
No. 1.

21 “Rocznik Statystyki RP,” 1927, p. 348. According to other data, em­
ployment amounted to 616 thousand persons at that time. Cf. Table 5. The 
differences« are due to the application of various methods of calculating.
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by 42°/o. In general, em ploym ent cuts were greater than the 
production decrease which was connected w ith increased produc­
tiv ity  and production concentration. The changes in em ploym ent 
during the years 1924 - 1926 are illustrated  by Table 5.

Table 5. Changes in Employment in Mining, Metallurgy and Processing 
Enterprises Employing Over 20 Workers During the Years 1923—1926 

(Data from the End of the Year)

Branch of industry 1923 1924“ 1925 1926

Total ■ 628 537 616
Mining 254 179 135 157
Metallurgy 75 45 44 52
The remaining branches 404 358 407

including: 
Mineral industry 28 25 33
Metal industry 68 61 68
Chemical industry 28 28 31
Textille industry 132 101 136
Paper industry 10 9 10
Leather industry 5 4 4
Wood industry 50 35 41
Food industry 55 73 53
Clothing industry 9 6 8
Building industry 19 16 15
Printing industry 8 8 8

Note: for the numbers of workers in individual branches of industry are 
rounded up to full thousands, the total slightly differs from summing up the partial 
data given under “the remaining branches.” 
a—data for January 1925.
Source: “Rocznik Statystyczny RP,” 1925—1926, p. 146; 1927, p. 249.

An analysis of Table 5 is of relatively  little use for us, since 
it lacks data on em ploym ent during the last year of the pre-reces- 
sion boom. Thereby, we are unable to find out how m uch decrea­
sed the num ber of the employed. Taking the data for m ining and 
m etallurgy as those representing industry  in general could tu rn  
out wrong, since the production decrease in these branches was 
greater than  in the other ones. On the other hand, we can find 
out tha t although production increased in 1926, the to tal em ploy­
m ent in that year did not reach the level of 1924 yet. It was
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a resu lt of changes in the organization of production and an effect 
of increasing productivity.

W ith the decrease of production the num ber of running in­
dustrial e s t a b l i s h m e n t  down, too. We have not enough data 
to present th is process using all the factories as an example. S ta­
tistics in those days did not embrace indispensable figures for 
th is purpose. However, we can give information on some indus­
tries (see Table 6).

Table 6 shows that tendencies in this respect were m ultid i­
rectional, too. In some branches the num ber of establishm ents 
decreased, in others grew. It is difficult to find out distinct re ­
lationships, since not always a fall in production autom atically 
en tailed  a decrease in the num ber of running establishm ents. For 
instance, the output of rock-salt and table salt dropped, but the 
num ber of establishm ents increased. In general, however, there 
was a tendency to concentrate production. In hard  coal mining 
the  output dropped by 1.2% and the num ber of running collieries 
decreased by 25°/o during the years 1923 - 1926. In iron ore m in-

Table 6. Changes of the Number of Operational Industrial Establishments in Selected 
Industries During the Years 1913 and 1923—1926

Kinds of establishment 1913         1923 1924 1925 1926

Mines:
Hard coal 121 106 90 91
Brown coal 8                15 9 5 4
Crude oil 444               474 476 501 546
Rock-salt and saltworks 12                13 13 15 15
Iron ore     37                  34 17 12 20
Zinc and lead ores 18                  9 7 9 10

Blast-furnaces 21 9 11 13
Zinc works 29               24 24 14 14
Refineries 33 34 27 29
Fertilizer plants 23 31 28
Sugar factories“ 87                74 75 72 71
Cement plants 13 14 15 15
Cardboard- and paper-mills 41b 48 46
Power plants 506 642

a—-during the sugar campaigns 1923— 1924 and 1926—1927.
b—in 1922.
Source: “Rocznik Statystyki RP," I-J23, p. 50; 1924. p. 61 ; 1925 pp. 152, 188:; 1927, pp. 1

162, 163, 164, 171, 188.
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ing the corresponding fugures were 30% and 41%), respectively. 
The num ber of paper-m ills increased by 12%, but the output by 
as much as 58%. In order to make the reader get be tter acquaint-

Table 7. The Volume of Industrial Production per 1 Running Establish­
ment in the Years 1923 and 1926 (in Thousand t.)

hem Year Increase Decrease

1923 1923 C/o)
Collieries 298.0 392.0 32
Oil-wells 1.6 1.5 5
Salt-mines 27.9 22.6 19
Iron ore-mines 13.2 15.8 19
Zinc and lead ore-mines 28.8 30.5 6
Blast-furnaces 24.7 25.1 2
Zinc works 4.0 8.8 120
Sugar factories 3.3“ 5.9b 84
Cement plant 37.6 37.1 2
Paper-mills 1.3e 1.8 38
Refineries 18.9 24.0 27

a—data for the campaign 1923—1924. 
b—data for the campaign 1926—1927. 
c—data for 1922.

Source: Calculated on the basis of data from fables 5 and 6.

ed with the trends of concentration, in Table 7 we give the 
volume of production per 1 running establishm ent in the years 
1923 and 1926.

We are far from  attem pting any generalization of conclusions. 
In any case, Table 7 shows that in a great num ber of branches 
of industry  the recession had an effect to bear on the concentra­
tion of production. From  the social viewpoint concentration m eant 
increased unem ploym ent as a result of closing factories, therefore 
it deserved negativing. From  the economic viewpoint, however, 
such an opinion was neither correct nor right, since the concen­
tra tion  of production was a law governing capitalist economy. 
Countries in which this process was too slow natu ra lly  had to lag 
behind in the world-wide economic race. From  this viewpoint 
the concentration of production was an indispensable condition 
of economic progress, since it made it possible to lower unit pro-
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duction costs, therefore it facilitated profitable export w ithout 
resorting to dumping. Under the circumstances of a developing 
country the possibility of profitable export was one of the factors 
determ ining economic growth, since such a country had to im port 
both m uch equipm ent and, as a rule, a part of raw  m aterials which 
at long range would not be possible without rapidly developing 
export. Hence, the concentration of production in Poland m ust be 
considered to be a favourable economic phenomenon in spite of 
its adverse social repercussions. As a rule production concentrated 
in the largest establishm ents w ith the best organization and the 
most effective system of sales, etc. Of course this was not a result 
of planned decisions, but it originated from competition and each 
time -the w inner was that who was able better to adjust himself 
to the curren t situation on the m arket.

A fter all, production concentration processes in Poland were 
relatively  poorly advanced, except for mining and the iron and 
steel industry. On May 1, 1925, workshops employing up to 49°/'o 
people accounted for as m uch as 58°/o of the 3986 running en te r­
prises of the processing industry  employing over 20 workers, and 
enterprises employing from 50 to 199 people accounted for 32% 
of that num ber. In other words, bigger establishm ents am ounted 
m erely to 10%. Only 43 factories in Poland employed over 
a thousand workers and 3 of them  in the textile industry  employ­
ed over 5 thousand people.22 This situation did not change by the 
end of 1926. Among the 4,486 enterprises taken into consideration 
by statistics those employing up to 49 people continued to account 
for 58% of that num ber, and those employing between 50 and 
199 workers for 32%. The num ber of big processing plants with 
personnel exceeding a thousand people (even decreased to 40. 23 
Concentration went hand in hand with a reduction of production, 
especially in small establishm ents. For example, in Łódź reduc­
tions in the big and middle textile  industry em braced 47% of 
the personnel, and in the small-scale industry 71%.24

In the light of the above-m entioned information it seems that 
some concentration of production in the recession years m ust be

22 “Rocznik Statystyki RP,” 1924, p. 61.
23 “Rocznik Statystyki RP,” 1927, p. 183.
24 L. S., Zwrot ku lepszemu w ckręgu łódzkim [Turn for the Better in 

the Łódź Region], “Przemysł i Handel,” 1926, p. 185.
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recognized as a favourable phenomenon. A fter all, as it has been 
emphasized already, the range of this concentration was fairly  
limited.

As everybody knows, one of the causes of the economic reces­
sion in Poland was technological backwardness of industry mo­
dernization of which was not always profitable in the period of 
the post-inflationary boom. Cheap labour, the inflationary  export 
bounty and the depreciation of the paid taxes and repaid credits 
made production profitable using even not very productive out­
dated equipm ent. P artly  the hyperinflation and to a far greater 
ex ten t the introduction of the zloty elim inated all the advantages 
brought to industry  by m oderate inflation. Thereby, it turned out 
fairly  soon tha t industry  produced expensively and practically was 
not able to compete w ith foreign products not only abroad, but 
also on the home m arket. A great num ber of goods produced in 
other countries, despite im port taxes, were sold on the Polish 
m arket at lower prices than  those of the products offered by Pol­
ish industry. Hence, the question of m odernization was im pera­
tive. However, it was extrem ely difficult, since in the period of 
recession and price rise industry  had not m eans for investments. 
Nevertheless, certain  m odernization processes could be observed 
at that time.

The only reliable inform ation available in respect of the tech­
nical equipm ent of factories are the data concerning' the power of 
installed engines and motors. Let us use them  in our investiga­
tions, but again the inform ation will be fairly  random , since the 
statistics concerning engines and m otors was introduced as late 
as 1925. In our analysis it is difficult to use the num ber of engines 
and motors, since it depended to a considerable ex ten t on the 
accuracy of statistics. Hence, the observed changes could be of an 
accidental character. Therefore, for our purpose let us use the 
inform ation on the structure  of the share of in ternal combustion 
engines and electric m otors in the installed power in general. In 
1922, in most branches of industry  prevailed the steam  engine, 
already outdated at that time. So, progress m eant the replacem ent 
of this engine by more effective electric equipm ent. It is illu stra t­
ed by Table 8.

http://rcin.org.pl



INDUSTRIAL RECESSION 187

Table 8. The Share of the Power of Electric Motors and Internal Com­
bustion Engines in the Installed Power in General (in %)

Branch of Industry
Dec. 30, 1922 Dec. 15, 1926

motors engines motors engines

Sugar factories 15.4 1.7 29.0 3.3
Tobacco factories 60.2 16.9 60.3 13.5
Breweries 44.0 7.5 84.1 2.3
Spinning and weaving mills 30.4 1.2 36.8 0.5
Tanneries 33.0 1.4 34.3 8.3
Cardboard- and 

paper-mills 15.9 1.0 38.5 3.1

Source : Calculated on the basis of “Rocznik Statystyki RP,” 1923, p. 49;
1927, pp. 184—185.

As anyone can see m arked progress was made w ithin 4 years. 
In all the analyzed industries the participation increased of elec­
tric  motors, and th is increase was very  great in paper-m ills, b re­
w eries and sugar factories. Poorer progress was made in those 
branches tha t had a relatively  considerable num ber of electric 
m otors as early  as 1922. According to the available sources, solely 
in the Upper-Silesian collieries the participation of the power sup­
plied by electric m otors decreased from  42°/o to ßöVo.25 It also 
seems th a t a sim ilar process took place in Silesian iron and steel 
works. W. Kuczewski even stated  tha t in m etallurgy “we are 
eyewitnesses of certain  technical retardation .” 26 It was connected 
w ith Germ an industria lists’ purposeful acts, of sabotage against the 
developm ent of industry  in the Polish territo ries in Silesia after 
its division. They carried  out w asteful exploitation there and they 
invested all the m eans accum ulated in the Polish Upper Silesia in 
their establishm ents in G erm any.27 A nother adverse phenomenon

25 J. P o p k ie w ic z ,  F. R y sz k a , Przemyśl ciężki Górnego Śląska ia 
gospodarce Polski międzywojennej (1922 - 1939) [The Heavy Industry of the 
Upper Silesia in Inter-War Poland (1922 - 1939)], Opole 1958, p. 148.

26 W. K u cze w sk i, W sprawie racjonalizacji polskiego hutnictwa 
żelaznego [Rationalization of Polish Ferrous Metallurgy], “Przemysł i Han­
del,” 1926, p. 1534.

27 Cf. e.g. documents in the collection Z. L a n d a u , J. T o m a sz e  w- 
s k i, Kapitały obce w Polsce 1918 - 1939 [Foreign Capital in Poland 1918 -
1939], Warszawa 1964, pp. 243 -334; also Archiwum Akt Nowrych [New 
Public Records Archives], file : Ministerstwo Skarbu, vol. 5742.
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was taking factory equipm ent from Poland to other countries. 
Conclusions concerning m odernization progress based on the in­
form ation given by Table 8 can be generalized, since they  are also 
confirmed by the data on the decreasing usable surface of steam  
boilers in Polish industry in general in 1926 in comparison w ith 
1925.28 In the face of increased industrial production in 1926 this 
m eant the replacem ent of steam by other sources of power.

As anyone can see, the post-inflationary recession did not 
check, but even stim ulated m odernization in some branches of 
industry, since it was the only way leading to reduced production 
costs, and thereby to m aintaining one’s position on the m arket 
and to ensuring profits to the owner. The relationship between 
the technical standard  and the degree of m aking use of the pro­
duction potential is particu larly  distinct if the textile industry  
is taken as an example. The Białystok region which had the 
poorest technical equipm ent suffered from  the recession of 1925 
most. In October 1925, m erely 8°/o of spindles and 12% of looms 
were running in comparison w ith the pre-w ar period. In the Łódź 
wool industry  production decreased by 40°/o. On the other hand, 
the Bielsko-Biała region, which had the best equipm ent, de­
creased em ploym ent by only 20°/o.29

W ith the advancem ent of the recession developed competition. 
Shrinking production autom atically entailed grow th in unit pro­
duction costs. Perm anent costs tha t did not depend on the volume 
of production were distributed among a sm aller num ber of fin­
ished products. Hence, of vital im portance to producers was the 
m aintaining of production at the highest possible level and its 
modernization. But m odernization entailed the fu rther grow th of 
the production potential that was not used to a considerable ex­
ten t anyway. So, it was a vicious circle. Producers tried  to 
modernize their establishm ents to reduce production costs and to 
secure greater sales, bu t at the same time they increased the per­

28 “Rocznik Statystyki RP,” 1927, p. 186.
29 Pogorszenie sytuacji we wszystkich trzech okręgach przemysłu włó­

kienniczego [Change for the Worse of the Situation in All the Three Regions 
of the Textile Industry], “Przemysł i Handel,” 1925, p. 1515 ; Przemysł włó­
kienniczy łódzki a bielsko-bialski [The Łódź and Bielsko-Biała Textile In­
dustry], ibidem, p. 13.
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centage of the waste production potential and thereby ham pered 
the overcoming of the recession.

Increased productivity  had a sim ilar effect. Growing unem ploy­
m ent and difficulties in finding new jobs enabled employers to 
force w orkers to make g rea ter efforts.30 Those who did not manage 
to cope w ith the growing requirem ents of the em ployer lost their 
job and were replaced by new ones. Also the w orkers’ increas­
ing productiv ity  added to the waste production potential of in­
dustry . One should bear in m ind th a t Polish industry  before the 
outbreak  of recession had a considerable surplus of production 
potential. For fear of inflation businessm en often invested their 
free financial means in the expansion of their enterprises dis­
regarding the curren t dem and on the m arket. As a result, as early  
as before the recession most branches of industry  reached a pro­
duction potential equal to or even greater than  that before the 
war.

In view of the fact tha t the recession caused production drop 
the waste production potential increased very  much. In coal m in­
ing in 1926, i.e. when the situation im proved m arkedly, the ca­
pacity of pit shafts was used only in 56%, and that of sorting 
p lants in 45°/o.31 In 1926, in the petroleum  industry  refineries 
were used in 65% ; 32 in m etallurgy only 40% of pig iron, 57% of 
open-hearth  steel and 22% of electric steel smelted in relation to 
the processing capacity.33 Fertilizer plants produced 30 - 70%.31 
Cem ent plants were used in 39% in 1925 and in 41% in 1926,35 
while sugar factories in about 70% in the form er Russian sector,

30 In some cases, productivity increased by 30 - 50 per cent in 1924. 
Cf. Posiedzenie Rady Handlowo-Przemyslowej [The Meeting of the Com­
mercial-Industrial Council], “Przemysł i Handel,” 1925, p. 272.

31 Sprawozdanie Komisji Ankietowej Badania Warunków i Kosztów 
Produkcji oraz Wymiany [Report of the Questionnaire Commission for In­
vestigations in the Conditions and Costs of Production and Exchange], vol. 
V : Węgiel [Coal], Warszawa 1928, pp. 60-61.

32 Ibidem, vol. XII : Nafta [Petroleum], p. 84.
33 S. R y c h l i ń s k i, Marnotrawstwo sil i środków w przemyśle pol­

skim [A Waste of Forces and Means in Polish Industry], Warszawa 1930, 
p. 88.

34 Sprawozdanie Komisji Ankietowej ..., vol. X : Nawozy sztuczne [Fer­
tilizers], p. 37.

35 Ibidem, vol. III : Cement, p. 27.
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in 85% in the form er Prussian  sector and in 90°/o36 in the form er 
A ustrian  sector ; knitting plants in 50 - 60'%,37 brickyards in 29 - 
65%,38 sawm ills in 45 - 60%,39 power joineries in 5 - 20% ,40 and 
tanneries in 55% .41 According to R. Battaglia, during the years 
1925 - 1926 industrial establishm ents were running in 30 - 70% 
on the average.42 In other words, w ithout any investm ents pro­
duction could be doubled solely on the basis of the equipm ent 
installed  already.

For industry  the recession m eant not only difficulties in sales 
and the necessity to reduce production, but first of all a drop in 
profits. We have no data tha t could illustrate  this process in every 
respect, since only joint stock companies were bound to publish 
their balances. W hat is plore, we have no data for 1923, since the 
hyperinflation prevented from  compiling real balances and profit 
and loss accounts. Therefore, we can draw  conclusions about the 
situation of industry only on the basis of very  incomplete source 
m aterials. In 1924, 78% of joint stock companies operating in in­
dustry  showed profits ; th is percentage decreased to 56% in 1925 
and w ent up to 58% in 1926 :43 In 1925, in relation to 1924, also 
decreased the average net profits reflected by the percentage of 
the  original capital of industrial joint stock companies. Table 9 
presents the respective statistical m aterials concerning companies 
w ith profits solely.

Table 9 shows that only joint stock companies active in the 
m ineral, chemical, paper and clothing industries as well as gas­
works, w aterw orks and power stations a proportional growth 
of profits. In all the other industries an acute breakdow n in pro­
fits took place in 1925 th a t solely in mining and in the engineering

36 Ibidem, vol. IX : Przemysł cukrowniczy [Sugar Industry], p. 98.
37 S. R y c h l i ń s k i, Marnotrawstwo ..., p. 88.
38 Sprawozdanie Komisji Ankietowej, t. II — cegła [Report of the Ques­

tionnaire Commission, Vol. II — Brick], p .26.
39 Ibidem, vol. IV : Drzewo [Timber], p. 74.
40 Ibidem, p. 78.
41 Ibidem, vol. XV : Przemysł garbarski [The Tanning Industry], pp. 33 -

35.
42 R. B a t t a g l i a ,  O programie co?.poda"Czym Polski oraz o warunkach 

rozwoju poszczególnych gałęzi wytwórczości [Poland’s Economic Programme 
and the Conditions of the Development of Individual Production Branches], 
Warszawa 1927, pp. 135-349.

43 “Rocznik Statystyki RP,” 1925 - 1926, p. 127 ; 1927, p. 144, 1928, p. 121.
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Table 9. Net Profits of Industrial Joint Stock Companies as Compared 
with Their Original Capital (in %)

Branch of industry 1924 1925 1926

Mining 3.3 2.3 4.4
Metallurgy 3.4 0.6 2.8
Mineral industry 3.7 4.2 5.9
Metal industry 6.0 5.7 3.7
Engineering industry 5.0 3.5 5.4
Precision industry 15.4 4.1 6.6
Chemical industry 5.1 7.3 13.1
Textile industry 3.2 1.8 2.9
Paper industry 4.7 9.8 23.6
Leather industry 2.5 0.6 3.1
Wood industry 9.1 3.8 7.7
Food industry 9.0 8.8 8.0
Clothing industry 4.3 4.8 4.6
Printing industry 13.8 9.6 8.1
Building industry 14.3 7.7 8.4
Gas, water, electricity 3.2 6.3 8.1

Source: “Rocznik Statystyki RP,” 1925—1926, p. 197; 1927, p. 144; 1928, 
p. 121.

and chemical industries was compensated as early  as 1926. The sit­
uation of m etallurgy and the m etal, precision, textile, food, p rin t­
ing and building industries was worse in both 1925 and 1926 than  
in 1924.

The data collected in Table 9 confirm  the conclusion form ulat­
ed before th a t the recession affected the fundam ental branches 
of production most. In 1926, the lowest profits in relation to the 
original capital were those of m etallurgy (2.8%), the tex tile  
industry  (2,9%), the leather industry  (3,1%), the m etal in­
dustry  (3.7'%) and mining (4.4%). On the other hand some in­
dustries developed that were considered to be secondary from  the 
viewpoint of the national economy in general. W hen analyzing 
this situaton one should rem em ber tha t apart from  profitable com­
panies there was a considerable num ber of those bringing losses, 
often very high. For instance, tim ber and clothes companies show­
ed losses am ounting to 75% of their original capital in 1924.44

44 Rocznik Statystyki RP,” 1925 - 1926, p. 127.
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The industrial recession of the years 1924 and 1925 particu­
larly  affected the Upper Silesia, since it was the region of the 
concentration of coal mining and m etallurgy, i.e. the branches 
th a t suffered from  the breakdow n most. The existing difficulties 
were partly  objective, since they resulted  from  the causes beyond 
the direct control of the m anagem ent of the coal mining and iron 
and steel industries. But at the same time, the breakdow n was 
due to earlier mistakes, e.g. lack of in terest in developing sales 
on the home m arket in the years 1922 - 1923, the tendency to sell 
the largest part of products in G erm any and refrain ing from  
investm ents in the running establishm ents.45 In m any a case, it 
was not even mistakes, but purposeful sabotage m eant for adding 
to Poland’s economic difficulties.

The fact tha t the Upper Silesia was affected by the recession 
more than  the other regions of Poland is reflected by the data 
concerning the dropping participation of the Upper Silesian m et­
allurgy in the nation-wide production. In 1923, the participation 
of the Upper Silesia in the national production of pig iron am ount­
ed to 79 °/o and to m ere 73% in 1925 ; the corresponding figures 
for steel w ere 77% and 69°/o, and for rolled products 77% and 
68%, respectively.46 This was connected w ith checked export to 
Germ any and w ith difficulties in sales on the home m arket. Im ­
provem ent took place as late as 1926, m ainly thanks to the export 
of coal. Of great im portance to overcoming the recession in the 
Upper Silesia was the assistance rendered by the state authorities 
that, for political reasons, were alarm ed by the situation in this 
region, for there  was a real danger th a t G erm any would make use 
of the difficulties of the  Upper Silesian industry  to intensify anti- 
Polish propaganda.

The effects of the depression, however, did not confine them ­
selves to transito ry  production difficulties or reduced profits. Some 
of them  w ere more far-reaching. Polish industry, some branches 
of which w ere based to a considerable ex ten t on export both be­
fore W orld W ar I and during the post-inflationary boom, realized

45 H. G lu e c k , Hutnictwo żelazne w Polsce [Ferrous Metallurgy in 
Poland], in : Przemyśl i handel 1918 - 1928 [Industry and Trade 1918 - 1928], 
Warszawa 1928, p. 146.

46 Ibidem.
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th a t fu rth e r relying on export was not prospectful. Especially in 
view of the fact tha t the  export branches of Polish industry  — 
coal m ining, m etallurgy and the tex tile  industry  — w ere affected 
by the breakdow n most. Hence they  began to seek a possibility 
of developing sales on the home m arket.47 Main hopes were set 
on the countryside w ith  its inhabitants amounting to 65°/o of 
P oland’s population.48 The carried  out analyses showed th a t even 
a slight increase in the purchase of industrial goods by the ru ra l 
population would be able to ensure industry  the fu ll use of its 
existing production potential. However, it necessitated im prove­
m ent in the yield of m arketable arg icu ltural products. These cal­
culations were partly  confirm ed in the following years, when 
under the influence of increased world prices for agricu ltural pro­
ducts the profits o f  the ru ra l population increased in Poland in 
1926. This entailed a boom in industry, yet this population was 
not rich enough — due to defective land structure, absence of land 
reform  and ru ra l overpopulation — to ensure industry  long h a r­
monious growth.

The switching of the export industry  to the home m arket 
necessitated changes in the range of production, the expansion of 
the transporta tion  system, the im provem ent of trade, and lower 
brokerage costs. The emphasis on the developm ent of the home 
m arket was of great im portance to Poland. It m eant a rapproche­
m ent of the in terests of industry  and agriculture tha t w ere an ta­
gonistic in general. It forced industry  to expand processing and to 
broaden the scope of production. Inasm uch as exports em braced 
raw  m aterials and sem i-finished products in m any a case, the 
prevailing dem and on the home m arket was tha t for a g rea t varie­
ty  of finished products. This increased Poland’s economic self- 
sufficiency and ensured more even developm ent of various 
branches of industry. It also added to the  grow th of Poland’s

47 See e.g. J. E b e r h a r d  t, O wewnętrzny rynek zbytu dla węgla pol­
skiego [For a Home Market for Polish Coal], “Przemysł i Handel,” 1925, 
pp. 1593 - 1595 ; W. K u c z e w s k i , Huty polskie a rynek wewnętrzny [Po- 
lish Iron and Steel Works and the Home Market], “Przemysł i Handel,” 
1925, pp. 79 - 85.

48 S. A r c t, Szkice do programu gospodarczego [Sketches for Economic 
Plan], Warszawa 1926, pp. 44 - 45.

13 Acta Poloniae Historica 43http://rcin.org.pl
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defensive potential. Advocates of the self-sufficiency program m e 
were both M inister of Industry  and Trade J. K iedroń and his 
deputy Cz. K larner, even to a greater ex ten t.49 A t the same time, 
both of them  understood the im portance of export, bu t they  did 
not w ant to base the developm ent of industry  on it.

(Translated by Marek Cegiela)

49 C. K la r n e r ,  W sprawie programu gospodarczego rządu [Comment 
on the Government’s Economic Programme], “Przemysł i Handel,” 1925, 
pp. 1137 - 1141.
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