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For Poland and Finland, trading with the Soviet Union was a political necessity —
but significantly, also a source of lucrative deals. However, the ways to find an
advantage — a selling point — in the Soviet market changed greatly during the
Cold War decades, because the market itself went through a rapid change: from
the Stalin-era relative autarky of the 1940s and 1950s, to the technology-thirsty
1960s and 1970s, to the increasing economic rationality of the 1980s. Our chap-
ter analyses Polish and Finnish traders’ efforts to access the Soviet market. The
two case studies shed light onto Cold War trade politics in general, and in particu-
lar, we offer new insights into the study of foreign trade practices of small states
that seek to increase the room they have to manoeuvre in a political situation of
asymmetric trade.

The analysis of the two cases — the 1950s and 1960s planned-economy Poland
and the 1970s and 1980s market-economy Finland — is not a simple comparative
approach, since the cases differ in many crucial aspects. Against the background
of the case differences, we are interested in the similarities between them, because
they will reveal patterns beyond traditional Cold War dichotomies and provide
new theoretical openings on the study of small, states.

To analyse market economy and planned economy trading practices together
is a novel approach to Cold War trade that has been traditionally examined as the
juxtaposition of two mutually exclusive economic models. With the asymmetric
setting of our case studies, we can show that the simple capitalist-socialist dichot-
omy is not an adequate framework to study Soviet foreign trade policy. Another
important category for studying Cold War era East-West trade is small state/
superpower, which we will refer to in this article as Poland’s and Finland’s use of
their so-called ‘power of the weak’;! their ability to balance the power asymmetry
by treating trade with the USSR as a high-priority foreign policy issue.

The time periods chosen for the case studies are also asymmetric: the Polish
case analyses the starting phase of Polish-Soviet trade in the first post-war dec-
ades, whilst the Finnish case focuses on Finnish-Soviet trade in the latter half
of the Cold War. Extending the period to encompass the whole Cold War era is
Crucial as it reveals how the Soviet economy and society changed and became
integrated into the global economy after the isolationism of the Stalin era.? For
the 1960s through 1980s, no systematic archival research has previously been
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conducted on Soviet foreign trade policy. Here our contribution joins the burgeon-
ing literature that seeks to ‘de-marginalize the socio-economic history of Russia
and the Soviet system’.?

The third asymmetry of the two cases is that for Finland, this chapter presents
an analysis of the shipbuilding industry, which was labour, material and capi-
tal intensive.* It produced the so-called hard goods in the socialist lexicon. For
the Polish case we focus on the ready-to-wear industry.® This was rather a soft
goods industry, which required fewer production resources. With the study of both
the shipbuilding and clothing trades, our article seeks to reassess the dichotomy
between hard and soft goods that has prevailed from the socialist era literature
following the ground-breaking study by Janos Komai.b

In order to approach the similarities in the asymmetrical case studies analyti-
cally, we operationalised five dimensions for the margins of manoeuvre in our
analysis. Our approach to Soviet foreign trade policy combines economic, social,
political and cultural history to show the deep links to a capitalist way of trad-
ing that the Soviet Union cultivated during the Cold War period. We studied the
agency of Polish and Finnish traders as well as the structures assisting or hinder-
ing access to the Soviet market. How did the traders analyse the ways they could
improve their access to the Soviet market? And how did they manoeuvre for more
export opportunities?

We analysed practices of trading in three phases of a sales transaction: 1) mar-
ket analysis, which was needed to know what the demand was; 2) lobbying for
a trade deal to create more demand and 3) networking the persons identified as
decision-makers once demand and supply were certified. Therefore, outside the
scope of this chapter are the more traditional approaches in the study of Soviet—
East European relations such as ‘who benefited more?” or ‘was trade successful
or not?”’

We define manoeuvring as an activity aimed at fulfilling one’s own interests to
the largest possible extent in a situation in which there is conflict in at least some
of the negotiators’ interests. We analysed manoeuvring on the Polish and Finnish
part, because we define it as an activity that becomes necessary for the weaker
parties in an asymmetrical trading situation.® The margins for this manoeuvring
were created by the discrepancy between the economic plan and the reality in
which trade took place. The Soviet regime was a centrally directed system, but it
was not omnipotent. This type of economic system produced shortages and bot-
tlenecks that created demand, which consequently provided room to manoeuvre
for (informal) networks and hierarchies. Crucially, any sales transaction involved
trade negotiations, which created room for manoeuvring.

The main primary sources of the Polish case consist of documentation of the
Polish Association of Clothing Industries, the Polish Chamber of Foreign Trade,
the Soviet Chamber of Commerce, and interviews with Polish former foreign
traders and fashion designers. The Finnish case utilises minutes and documents
of the Finnish-Soviet company-level negotiations and correspondence with the
governmental bodies involved in the trade: The Finnish Foreign Ministry, Gov-
ernment and the Central Bank.
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The structural margins were created by the socialist economic system, which
had a state monopoly over foreign trade. Trade with a centrally planned economy,
whether by market economy Finland or by Poland, which itself had such a trading
system, was conducted in the framework of bilateral inter-governmental agree-
ments. Therefore, the state was always involved in trade, even on the Finnish
side. The other basic parameter was that trade was bilateral and based on a system
called “clearing’, which implied that import and export volumes had to be bal-
anced." Therefore, all import and export decisions were linked together and had
to be coordinated at the state level between the two sides. Whilst both Finnish-
Soviet and Polish-Soviet clearing accounts allowed some flexibility, in general,
neither country could export to the Soviet market more than they were willing
and/or able to buy from the USSR. Therefore, ultimately, what the Soviet Union
could produce for export and which imports its domestic market could absorb
became the determining issues. The economic structure also imposed particular
restrictions on Polish exports; the economic conditions, such as a continuous
shortage of raw materials, hindered production.®

There were also social margins to consider: the foreign trade monopoly implied
a hierarchical trade system, in which it was crucial to know who decided on pur-
chases, how those actors could be influenced and what the system was able and
willing to buy. A closed system also meant a limited circulation of knowledge. It
required a lot of basic legwork to get to know the context. Crucially, also, infor-
mation became one source of power or leverage. Therefore, a prerequisite for
exporting was to use personal networks that provided an often informal but valua-
ble social margin for manoeuvre.'® Our case studies show that Poland and Finland
sought to respond to restrictions in Soviet trade through market research, lobby-
ing and networking. They needed to recognise how to play to the Soviet national
interest, particularly its national security.

Finally, trade dealt with a set of cultural margins, because successful sales
touched upon the issue of prestige or nation branding. Both Poland and Finland
wanted to market themselves as technologically advanced and modern, which to
some degree was associated with an imagined Westernness. Finland in particular
promoted itself as a neutral state that engaged in cooperation with both blocs,"”
while Polish entrepreneurs sought to market their country and their industrial pro-
duction as being more Western than that produced in the USSR.

Polish marketers reveal the Soviet demand
for fashion in the 1950s

The post-Stalin years were a turning point in Soviet consumer culture. In 1955,
the Soviet Union radically changed its foreign trade policy. It began to import
more products, including consumer goods, than at any time since the October
revolution. Yet, the volume of imports from the capitalist West at this point was
still rather haphazard. Therefore, the Soviet import market rad ically increased the
opportunities for East European countries to export.'® This opened a window of
opportunity for Polish entrepreneurs to promote their country and to increase the
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became a more frequent and normal part of trading and essential meeting and
networking points where most of the encounters between exporters, importers and
the potential customers took place.”” As the exhibitions extended from Moscow to
other cities, Polish traders’ level of market analysis improved. When they began
to visit Soviet cities outside the capital, they could observe more effectively what
interested people in several Soviet regions.?®

Gradually, Polish clothing exporters collected first-hand knowledge of the
local trends and needs in various parts of the country, as well as the shortages
of those goods they were selling. By the end of the 1960s, there was already
a market research coordinator working for the Polish Association of Clothing
Industries who monitored the Soviet market.” The Soviet Union finally seemed
to be ready to allow market research, advertising and country branding of foreign
producers.

The Soviet consumer society becomes the Polish
target market in the 1960s

The problems encountered by Soviet domestic clothing production, alongside
the prestigious status given to generally all imported goods in the Soviet Union,
helped to export and market Polish clothing. Between 1958 and 1965, around
50 percent of the overall Polish clothing production headed to the Soviet Union.”
Simultaneously, the reputation of the Polish goods improved: they were consid-
ered fashionable in design, and ‘almost Western’ 2! The Polish consumer goods
were often not competitive in the Western market, but in the Soviet market the
same goods became luxury products because of the value placed on ‘exported
goods’ in the socialist system and the closer connections to Western fashion trends
that Polish designers had.””

According to marketing theories that had been rapidly spreading in the US and
Western Europe in the 1950s, a successful marketing strategy adjusted all steps
from design, appearance, distribution, production schedules, financial budgets,
credit facilities, storage, transportation, and packaging to the character and condi-
tions of the market.®® This sales strategy was adopted in Poland during the same
decade. By the late 1950s, the Polish clothing entrepreneurs’ repertoire had come
to include various practices such as advertising in the foreign press. Their reklama
(advertisements) aimed at creating a positive image of Polish clothes that would
entice potential consumers to purchase them.

In the spring of 1961, Polish manufacturers were ready to enter the Soviet mar-
ket in a completely new way. Beginning in 1961, the Polish clothing industry
started specialising for an exclusively defined market segment: a separate export
collection for the Soviet market.* To manufacture a collection that would attract
demand from Soviet consumers required collaboration across a range of sectors.
Producers and traders needed to share their knowledge on the Jatest trends, pref-
erences of the Soviet market and the export marketing methods. A governmental
reorganisation in 1958 introduced a new forum for exchanging this kind of infor-
mation: the Export Councils, which worked under different ministries.*
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The successful tactics nonetheless reached the boundaries of tolerable behav-
jour: in August 1961, the Soviet Embassy in Warsaw warned that the Polish cloth-
ing exporters needed to ‘stop manipulating the Soviet market’ . Nevertheless,
over the long term, the introduction of these marketing practices was the final step
in entrenching a more open Soviet market.

Finnish industrialists probe the Soviet market in the 1970s

In the next decade, the limits of the Soviet market’s flexibility and the best ways
in which to sign business deals were tested by Finnish industrialists. The Finnish
products, as opposed to Polish light-industry goods, were designed to play into the
combination of Soviet preferences for high-tech and heavy industry. At the time, a
typical way to secure business entry was to advertise products in the press.”’ Besides
relying on marketing this way, Finnish shipbuilders took advantage of the net-
works they could access. They opted to use the existing bilateral networks created
for preferential treatment of Finnish businesses to the Soviet Union: the bilateral
intergovernmental Scientific-Technical Committee. Previously, the shipbuilding
sector had shunned the committee because it had deemed this knowledge-sharing
cooperation to be non-productive in a business sense.*® In the 1970s, the Soviet
Union and other socialist countries became interested in industrial, scientific and
technical cooperation because the Finnish industrialists recognised it as a way to
promote their competitive situation in relation to other Western countries and to
develop new products for which there was no demand in Finland.

Thus, in the mid-1970s, a group of seven Finnish shipbuilding and manu-
facturing companies made a joint proposal to the Scientific-Technical Comuit-
tee.”” They suggested Finnish—Soviet cooperation in Arctic technology related to
offshore drilling in the Soviet High North. They might have been consciously
responding to the growing importance that the Soviet side placed on this kind of
cooperation, but moreover, there was a more pertinent global development they
were trying to countet.

In the first decades of the Cold War, Finland had been able to secure a satisfac-
tory share of the Soviet shipbuilding market. The oil crisis that hit the global mar-
ket in the 1970s affected both the economic and structural margins within which
the Finnish shipyards were to negotiate with their biggest customet, the Soviet
Union. First, the oil price hike increased the value of Soviet exports to Finland,
consequently expanding export opportunities to the Soviet Union. Second, the
shipyard crisis in the West constantly pushed more competitors to the previously
protected Soviet market, which initially decreased the F innish structural margin
for price bargaining. However, the Finnish shipyards reacted with a manoeuvie
that eventually enhanced their competitiveness.

The shipyard managers were able to find new production branches that were
either strategic or sophisticated enough to eliminate cost competition and also
to provide some agency to the Soviet organisations. Globally rising interest in
hydrocarbon deposits under the ocean floor and especially the explorations in the
North Sea had made offshore technology an attractive alternative for shipyards.”
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careful with western companies — they all claim to know more than they actually
know’.% Finland, it appears, was not counted in this category of unreliable busi-
ness partners.

Eventually, the Finnish maritime sector was able to upload shipbuilding onto
the Finnish-Soviet Scientific-Technical Committee’s agenda. In 1977, for the first
time, the protocol from a committee meeting recorded a significant number of
studies that the Finnish side had initiated: propulsion in heavy ice conditions,
physics and mechanics between ship hull and ice and winter navigation.”’

Even though the project had been initiated to respond to domestic needs in
Finland, it was indirectly boosted by international politics. After the Soviet Union
invaded Afghanistan, the CoCom embargo tightened the export control especially
focusing on the export of oil drilling equipment and offshore technology.”® At the
turn of 1980s, Finland was the best political and economic compromise available
for the Soviet Union to get access to Westerm offshore technology.

Last Finnish efforts to preserve the Soviet market, 1980s

Wiirtsils, the largest of the shipbuilding companies that had participated in the
Arctic campaign from the 1970s onwards, was starting to feel the pressure of mar-
ket access in the late-1980s. The company had longstanding networks in Moscow,
but now shrinking Soviet resources decreased the economic margin; the loosen-
ing political coordination of trade decreased opportunities to employ the social
margin, and the increasing number of Western competitors reduced the structural
margin as they started to hamper the Finnish-Soviet ship business in a way that
was unfamiliar to the experienced executives.® In the tight economic situation,
the shipyard needed a project that would be too tempting for the Soviet buyer to
reject or bargain down or be too easy for Western competitors to win.

The company’s marketing focus turned from conventional ships to the politi-
cally and technologically exceptional vessels as the directors put their hopes in
the continuation of the series of nuclear icebreakers. The company was currently
in the process of completing two such enormous vessels for the Soviet Northern
Fleet. The discussions of a possible continuation of such a project between the
two countries began in 1987.% Politically, the high-technology cooperation was
just what the Soviets had kept asking for throughout the Finnish-Soviet Cold
War economic relationship. In economic terms, the profitability of manufacturing
an icebreaker of this class contrasted sharply with the shipyard’s other projects.
A strategic service ship, without a clear market price, was a flexible object in
political negotiations and provided an option to overturn economic restrictions.”!
Moreover, it had no Western competitors.*

The vast number of visits and the list of persons involved in the negotiations
indicated the great significance of this nuclear icebreaker proposal. In Decem-
ber 1987 alone, Wirtsild’s subsidiary Wiirtsili Marine’s negotiators had meetings
with every Soviet organisation somehow involved in ship importing from Fin-
land, from the end-user organisation, the Soviet Ministry for Merchant Marine,
Morflot, to the Kremlin.® Several Soviet civil servants and officers confirmed
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fit so well with the political rhetoric of Finnish—Soviet cooperation and state-level
agreements, but they no longer had the power to close the deal when perestroika
changed the principles and practices of Soviet foreign trade. The Finns’ room to
manoeuvre in social and political margins within the Soviet system significantly
decreased when requirements for economic responsibility replaced hierarchical
planning.

Conclusions

This chapter has highlighted that selling to the Soviet market was an achievement
that Polish and Finnish exporters needed to prepare carefully, whether it was sell-
ing fashion or technology. The experiences Polish textile producers and Finnish
shipbuilders had in the Soviet market point to price-conscious buyers who knew
good quality when they saw it but who also sought to get the best deal for the prod-
ucts they wanted. The Soviet Union, whose economic system has been labelled
as a ‘shortage economy’, did not need to buy and certainly did not buy whatever
its neighbours wanted to sell. The products had to have a competitive edge — they
needed to be somehow technologically or design-wise advanced. This forced the
smaller trading partners to concentrate on designing or re-designing their products
to match the Soviet market. To achieve this, they needed to conduct extensive
market research and build networks that provided access to key decision-makers.
This knowledge of the market was used for bargaining with those Soviet actors
who understood the added value of Western technology and fashion. Successful
claims that the technology they manufactured and sold was apolitical gave indus-
trial entrepreneurs access to lower-level Soviet officials and room to bargain for
better prices for technology products. Social and cultural affinities and priorities
such as prestige or brands were context-related and therefore gave room to negoti-
ate a better price for the exchanged product.

In their evaluation of whether to buy Finnish or Polish goods, the Soviet eco-
nomic and trade decision-makers first evaluated whether there was a need for such
a product. The next evaluation was whether they would import such product or
try to produce it themselves. The competitive advantage the two small neighbours
had over Soviet domestic producers was their ability to prioritise the Soviet mar-
ket and their perceived ‘Westernness’. While not even Finland belonged unequiv-
ocally to the capitalist Cold War West, both countries had far tighter contacts with
the Western high-tech world than the Soviet Union. If the latter decided to buy,
one key factor in deciding on the trading partners was geopolitical considerations:
would they place the order in Finland or Poland or some other country, and would
the purchase tip the balance in the trade relationship too far to the favour of either
one? Here it was important for the Poles and Finns to ‘work the system’ — to know
through which infrastructure and decision-making hierarchies to lobby for their
products to the right people in charge of import decisions. Whereas the Finns tried
to use the highest levels of decision-making, even the Soviet Communist Party
secretary Mikhail Gorbachev, the Poles targeted the end-users: the fashion-thirsty
Soviet consumers.
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demonstrated that the Soviet economy was not a centrally top-down coordinated,
rational machine. Therefore, non-state actors from weaker states, using their soft
bargaining power, had agency in influencing the Soviet demand structure. The
smaller powers and individual trade actors could manoeuvre successful trade
deals for themselves, which also meant that the allegedly apolitical, small actors
could influence Cold War dynamics.
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