Chapter 5.

Economic Integration and Interdependence
in Poland
Fast Success?

Barbara Wieliczko

The Conditions at the Beginning of the Integration Process

The state of the Polish economy at the verge of the systemic transformation
was in recession. In 1989, the consumer price index reached 251.1%. The
economy was in poor shape due to the input shortages related to inflation.
The elections conducted under the agreement signed after the round table
discussions made the changes in the economic system possible, so the
government of Prime Minister Mazowiecki could start the changes that
was hoped to bring a total change in the functioning of the economy which was
to ensure a much higher quality of life.

The transformation process of the Polish system started in 1989, when
the parliament accepted the reform package known as the Balcerowicz Plan
after its main proponent and implementer who was a minister of finance
and deputy prime minister. The Plan was aimed at the transformation of
the Polish economy from central planning to market economy. The Plan
included 10 acts. These are related to, among others, the following issues:

* removing the guarantee of existence of all state-owned enterprises,

thus enabling bankruptcy proceedings against unprofitable enterprises;
 prohibiting the financing of the budget deficit by the central bank,
which made it impossible to issue unlimited funds without coverage;

« abolishing credit preferences of state-owned enterprises by binding

the interest rate with the inflation rate — this changed the terms of
previously concluded credit agreements with a fixed interest rate;
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* introducing special tax on remuneration growth so as to limit the
growth of inflation;

* implementing rules on conducting economic activity;

» unifying tax regulation irrespective of the type of ownership of
companies. (Wikipedia s. a.)

These acts enabled the transformation of the Polish economy from the centrally
planned one into the market one. This included changes in the structure of
ownership, opening the economy, shaping conditions for competition and
creating capital and labour market.

The implementation of the Plan was considered a shock therapy as
the changes were fast and profound. The figures show that it was effective
in stabilising the economy. However, the transformation process and the
privatisation linked to it led to the appearance of unemployment, a phe-
nomenon not known in a centrally planned economy. Unemployment grew
rapidly to a high figure. Moreover, the tax on increasing remuneration in
the context of high inflation was seen as the reason for too strong fall in the
life standard of numerous groups of citizens. Therefore, the social costs are
seen by some experts too high. (RoLsk1 2013)

The reforms conducted in the first years of the transformation soon
put Poland on the GDP growth path. The structure of the economy and the
direction of the Polish export changed significantly. Germany became the key
economic partner and Poland’s economic situation started to be correlated
with the German one. Germany also became the most important investor
in Poland. Foreign direct investment played a vital role in speeding up the
structural changes and the increase of labour productivity.

Interdependence and Economic Penetration

The Polish economy had to struggle not only with inner economic problems
in its transformation process, but it was also faced with the collapse of its
exports markets as the Soviet bloc, its chief buyer, heeded into recession
and political turmoil. The export markets were closed due to the problems
of the socialist economies. The Polish economy had to change its exporting
orientation which came at a cost to former export leaders and took some time.
The biggest loser of the changes was the heavy industry. The problems of
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this sector were so immense that most of the companies had to close down
which led to a rapid and significant growth of unemployment.

After the beginning of the transformation process, foreign direct invest-
ment in Poland exceeded PLN 712 billion. (CZERNIAK—BLAUTH 2017) The key
foreign investors were the EU and the USA. Foreign capital increased the
productivity of the Polish economy by introducing modern technologies. The
added value of the companies acquired by foreign owners was increased by
2.2% annually more than other entities. (CZERNIAK—BLAUTH 2017) Foreign
Direct Investment (FDI) also contributed to the development of the Polish
economy. Demand generated by it amounted to 3% of the GDP. It also
positively influenced labour productivity, the level of remuneration and
employment. It is vital to emphasise that the share of foreign companies in
the Polish export amounts to 67.1%. (CZERNIAK—BLAUTH 2017) This shows
their importance in shaping the Polish trade balance.

The changes in ownership structure were first and foremost the result
of the opening of the Polish market and the need to modernise it. Therefore,
with the lack of internal funds and investors, foreign ones were more than
welcomed. Naturally, the closer cooperation with more developed coun-
tries and international organisations led to further changes in regulations
concerning foreign investments. Moreover, the growing economy ensured
a satisfactory level of legal and political stability. Foreign companies played
the most important role in restructuring the Polish banking sector. In 1999,
due to OECD membership and EU accession negotiations, most of the
limitations to the foreign banks presence in Poland was lifted which resulted
in a quick transformation of the sector. Currently, approximately 70% of it
is owned by foreign investors. (SIEMIATKOWSKI 2011) Until 2003, the annual
value of funds withdrawn from Poland did not exceed several thousand USD,
but later it started to grow reaching a record level of USD 9 billion in 2009.
(StEmiATKOWSKI 2011) As for the incomes of foreign investors in Poland, in
2016 they reached a record level of almost EUR 18.8 billion. (Eurostat 2017)
This meant that every EUR 100 invested brought EUR 8.4. After 2007, also
the rate of the reinvestment was a record one reaching 3.8%. (Eurostat 2017)

Poland is the biggest of the European former socialist bloc countries
bordering Germany. Therefore, the most important economic advantage
Poland can offer to investors and companies is the size of the Polish market
and proximity to the EU15 markets. Still, as from the beginning of the trans-
formation process, an important attracting factor is skilled and cheaper labour
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force than in EU15. Since the Polish EU accession, the Polish FDI inward
position has been oscillating around 1/3 of the GDP (Table 1). A significant
fall was observed in 2008 in the middle of the financial crisis. The Polish
FDI outward position is much lower compared with the inward one, but it
increased significantly in the last decade.

Table 1.
Polish FDI position in the period of 2005-2016
. . FDI outward | FDIlinward | FDI outward | FDIinward
Specification .. . oe ..
position position position position
in USD millions as a share of GDP
2005 1,776 86,338 0.6 28.2
2006 4,402 115,796 1.3 33.6
2007 7,280 164,377 1.7 38.3
2008 8,204 148,402 1.5 27.8
2009 11,503 167,381 2.6 38.1
2010 16,407 187,602 3.4 39.1
2011 18,928 164,424 3.6 31.1
2012 26,102 198,953 5.2 39.8
2013 27,725 229,167 5.3 43.7
2014 21,797 211,951 4.0 38.9
2015 22,281 183,869 4.7 38.5
2016 27,076 185,042 5.8 394

Source: Compiled by the author based on OECD 2018.

An important issue related to the interdependence in case of Poland is the
export. Until the end of the1980s, the key destination for the Polish exports
was the Soviet Union. After it collapsed and the countries of the Soviet bloc
were suffering an economic crisis, Poland had to find new markets for its
goods. Already in 1990, Germany has gained the position of the first Polish
trade partner and it has kept it ever since. Germany’s share in the Polish
export fluctuated between 25%-30% in the period of 2004-2017 (Table 2).
In fact Germany does not only occupy the first position in the Polish export,
but its share is over 4 times larger than the country’s in the second position.
Yet, it is not only Germany that is vital for the Polish export. When looking at
the ten countries that have the highest share in the Polish export, it is clearly
visible that it depends on the EU countries. The only non-EU countries that
during the period of 2004-2017 made it to the list of ten key Polish export
destinations more than once were Ukraine and Russia. The EU related Polish
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export accounts for approximately 75% of the Polish export. This shows the
importance of the EU to Poland and the dependence of the Polish economy
on the situation in the EU and especially in Germany.

Table 2.

Most important Polish export destinations in the period of 2004—2017
and their share in the Polish export (%)

Year/
Position ! 2 3 4 5
2004 Germany Ttaly France United Kingdom | Czech Republic
30.05 6.12 6.05 5.41 4.32
2005 Germany France Ttaly United Kingdom | Czech Republic
28.20 6.21 6.13 5.58 4.57
2006 Germany Ttaly France United Kingdom | Czech Republic
27.15 6.53 6.24 571 5.54
Germany Italy France United Kingdom | Czech Republic
2007 25.90 6.61 6.09 5.94 5.54
Germany France Italy United Kingdom | Czech Republic
2008 25.04 6.21 5.98 577 5.70
2000 Germany France Italy United Kingdom | Czech Republic
26.15 6.94 6.86 6.40 5.84
2000 Germany France United Kingdom | Czech Republic Italy
26.10 6.77 6.28 5.98 5.93
2011 Germany | United Kingdom | Czech Republic France Italy
26.09 6.45 6.23 6.12 5.32
2012 Germany | United Kingdom | Czech Republic France Russia
25.15 6.77 6.32 5.87 5.35
2013 Germany | United Kingdom | Czech Republic France Russia
25.09 6.50 6.19 5.61 5.26
Germany | Czech Republic | United Kingdom France Italy
20 26.31 6.47 6.37 5.59 4.54
2015 Germany | United Kingdom | Czech Republic France Italy
27.11 6.74 6.64 5.54 4.84
2016 Germany | United Kingdom | Czech Republic France Italy
27.38 6.65 6.57 5.50 4.77
2017 Germany | Czech Republic | United Kingdom France Italy
27.41 6.40 6.37 5.62 4.91
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Year/
Position 6 7 8 ? 10
2004 Netherlands Russia Sweden Belgium Ukraine
4.30 3.82 3.51 3.20 274
2005 Russia Netherlands Sweden Belgium Ukraine
4.44 4.16 3.08 2.98 291
2006 Russia Netherlands Ukraine Sweden Hungary
4.28 3.85 3.60 3.21 3.04
2007 Russia Ukraine Netherlands Sweden Hungary
4.62 3.96 3.83 3.22 291
2008 Russia Netherlands Ukraine Sweden Hungary
5.20 4.03 372 3.17 277
2009 Netherlands Russia Hungary Sweden Spain
4.21 3.67 2.70 2.68 2.6
2010 Netherlands Russia Sweden Hungary Slovakia
4.38 4.19 2.96 2.83 2.70
2011 Russia Netherlands Sweden Hungary Ukraine
4.49 4.37 2.85 2.56 2.48
2012 Italy Netherlands Ukraine Sweden Slovakia
4.85 4.48 2.85 2.68 2.59
2013 Italy Netherlands Ukraine Sweden Slovakia
4.32 3.97 278 271 2.64
2014 Russia Netherlands Sweden Hungary Slovakia
4.23 4.16 2.84 2.63 2.54
2015 Netherlands Russia Sweden Hungary Spain
4.43 2.85 2.74 2.66 2.62
2016 Netherlands Sweden Russia Spain Hungary
4.48 2.90 2.82 2.72 2.65
2017 Netherlands Russia Sweden Spain United States
4.39 3.03 2.77 2.72 2.69

Source: Compiled by the author based on GUS’ s. a.

Poland has a positive trade balance with the EU as a whole. EU countries are
more important for Poland as export destinations than as a source of imports.
The EU’s share in the Polish imports was stable in the period of 20022016
and amounted to approximately 60%, while its share in exports increased
significantly (Table 3).

7 GUS: Gléwny Urzad Statystyczny (en — Statistics Poland).
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Table 3.

The EU’s share in the Polish imports and exports in the years 2002-2016
Year Imports Exports
2002 61.7 68.7
2003 61.1 68.8
2004 68.3 79.2
2005 65.6 77.2
2006 63.2 774
2007 64.2 78.9
2008 61.9 77.8
2009 61.9 79.6
2010 59.5 79.1
2011 59.6 78.0
2012 57.5 76.1
2013 58.4 74.8
2014 59.0 715
2015 60.0 79.4
2016 61.2 79.8

Source: Compiled by the author based on the data of GUS 2007; 2010; 2012a; 2017.

Foreign direct investment has been important for Poland’s development

ever since the beginning of the transformation. The scale of FDI coming to
Poland was fluctuating in the period of 2000—2016 (Table 4). The structure

of FDI changed. In recent years, reinvestment of profits has become the most

important part of FDI. This shows a growing involvement of companies
that invested in Poland and thus, a growing interdependence.
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Table 4.
Amount of FDI coming to Poland in the period of 2000-2016 (in million EUR)

Year s;:) ii:: 3?2(3:;:? Re;?;iitg:nt Debt instruments Total

2000 9,666 —434 1,002 10,234
2001 5,908 -1,161 1,480 6,226
2002 4,521 -1,294 1,038 4,265
2003 4,032 =75 -436 3,522
2004 5972 4,989 -925 10,036
2005 3,595 2,717 1,499 7,812
2006 5,741 4,530 4,373 14,644
2007 5,592 6,770 3,474 15,836
2008 6,712 —654 3,440 9,497
2009 3,804 3,581 1,187 8,572
2010 3,148 5,620 891 9,659
2011 1,483 5,236 6,412 13,131
2012 1,153 4,362 2,331 5,540
2013 5,447 4,124 3,531 2,208
2014 3,324 6,485 1,444 11,253
2015 5,470 7,286 1,635 14,391
2016 2,107 8,556 3,066 13,729

Source: Compiled by the author based on the data of NBP* 2013-2018.

This interdependence is especially related to EU countries as their share
in the amount of FDI in recent years amounted to at least approximately
90% of the total amount (Table 5). The key investor countries are Germany,
France and the Netherlands.

8 NBP: Narodowy Bank Polski (en — National Bank of Poland).
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Table 5.

The share of the EU in FDI coming to Poland in the period
of 2011-2016 (% of total)

Year Share
2011 122.8°
2012 86.6
2013 183.5
2014 108.1
2015 92.5
2016 91.9

Source: Compiled by the author based on the data of NBP 2013-2018.

The Use of EU Funds

Poland, as other states which have become EU members since 2004, benefited
from EU pre-accession support. The support included the following funds:
PHARE, ISPA and SAPARD. The first pre-accession fund was PHARE.
The operation of the programme started in 1990. The fund’s support
covered a wide range of sectors and problems as PHARE was aimed at
supporting the process of reforms in transition countries. Poland was the
largest beneficiary of PHARE funds. It received EUR 3,994.1 million out
of EUR 18,673.1 million targeted at the candidate countries covered by
this support in the period of 1990-2006. According to the fund’s ex-post
evaluation “[IJmplementation of Phare in Poland is considered generally
successful in the areas such as environment and internal market, where
Phare funds and projects provide notable value added. In some limited cases
remedial actions had to be taken. Some sectors remain problematic, such as
transport, and agriculture, where several remedial actions had to be taken

> The share can be higher than 100% when there is an outflow of investments by other
investors.



164 ECONOMIC INTEGRATION AND INTERDEPENDENCE...

to decrease the negative impact from excessive delays, avoid the risk of loss
of funds and support Poland’s ability to fulfil the acquis in these areas”.
(Business and Strategies Europe 2015, 40) Instrument for Pre-accession
Assistance (ISPA) was a pre-accession fund directed to transport and
environmental infrastructure in candidate countries. It operated on the
principles valid for the Cohesion Fund. The funds that approximately had
EUR 350 million a year, were equally divided between the two priorities.
The SAPARD programme was especially important for the processing
industry. It launched an accelerated process of upgrading technology that
led to growth in competitiveness and enabled successful competition at
the single EU market. The largest share of SAPARD funds in Poland was
devoted to the implementation of local community infrastructure projects
inrural areas (45%). Further 34% of funds were allocated to the investment
projects implemented by the agri-food undertakings, whereas the largest
number of projects (about 13 thousand) included activities carried out on
agricultural holdings. Currently, Poland is the largest beneficiary of the
EU funds. The value of the 2004-2006 allocation for Poland constituted
6% of the whole funds within the EU Cohesion Policy for 2000—2006 and
almost half of the funds earmarked for Member States which joined the EU
in 2004. In the financial perspective between 2007-2013 Poland became
the key beneficiary of the EU funds of all Member States receiving nearly
one fifths of the available resources (EUR 67.3 billion). For the period of
2014-2020, it was allocated EUR 82.5 billion to the country. Since the
EU accession, Poland has received over EUR 96 billion (EU transfers
minus Polish contributions to the EU budget). The funds received cover
the whole spectrum of EU policy instruments applied to the EU member
states in this period (Tables 6 and 7).
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The structure of funds received by Poland corresponds with the EU policy
and the development level of Poland. Therefore, over 20% of funds transferred
to Poland were received from the Cohesion Fund (Figure 1). An important
part of the EU support was distributed through the common agricultural
policy (CAP) which accounted for approximately 1/3 of the funds allocated
for Poland.

u CAP

= Structural funds
m Cohesion fund
= Other EU funds

Figure 1.
Structure of EU funds received by Poland in the years 2004-2017
Source: Compiled by the author based on MF s. a.

In all the programming periods, the EU co-financed programmes had objec-
tives directly related to the EU priorities. They were very general and fitted
to all regions and activities in every programming period. Within regional
operational programmes, the priorities were similar in all the regions and
the regions’ specific features were hardly visible.

The National Development Plan (NDP) was a document that stipulated
the way EU funds were to be implemented in Poland in the programming
period 2004-2006. (Rade Ministrow 2003) Its strategic goal was the
development of competitiveness of the Polish economy that would enable
increase in employment level and lasting sustainable development as well as
improvement of social, economic and territorial cohesion with the EU (both
at the regional and country level). The total amount of EU funds relating
to NDP was EUR 12,800 million. The NDP encompassed the following
programmes and instruments.
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a) Community Support Framework, including:
 Integrated Operational Programme of Regional Development
(European Regional Development Fund—EUR 2,530.4 million,
European Social Fund—EUR 438.4 million);
» Sectoral Operational Programme for Development of Human
Resources (EUR 1,470 million);
» Sectoral Operational Programme for Increase of Companies’
Competitiveness (EUR 1,251.1 million);
» Sectoral Operational Programme for Transportation (EUR 1,163.4
million);
* Operational Programme for Technical Assistance (EUR 28.3
million);
» Sectoral Operational Programme “Restructuring and Modernisa-
tion of the Food and rural development” (EUR 1,192.7 million);
» Sectoral Operational Programme for Fisheries and Fish Processing
(EUR 201.8 million).
b) Cohesion Fund—EUR 4,178.6 million, equally divided between
transportation and environmental projects.
¢) Community initiatives, including:
* EQUAL—promotion of gender equality (allocation—EUR 133.9
million);
* INTERREG III (together with neighbourhood programmes)—
boarder, transnational and interregional economic co-operation
(allocation—EUR 221.36 million).

In the programming period of 2007-2013, the amount of funds allocated to
Poland was much higher than in the short programming period 2004—2006.
Over 2/5 of the funds within the cohesion policy was allocated to the
Operational Programme Infrastructure and Environment (Figure 2).
A quarter of cohesion policy funds were allocated to regional programmes.
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m OP Infrastructure and
Environment

B OP Human Capital
= OP Innovate Economy

OP Development of Eastern
Poland

®  OP Technical Assistance

16 Regional Operational
Programmes

Programmes of European
Territorial Co-operation

B Reserves

Figure 2.
Distribution of funds allocated to Poland under the cohesion policy between
2007-2013 according to Operational Programmes

Source: 2" European Funds Forum 2009

In the programming period of 2007-2013, transport infrastructure continued
to be a key priority for Poland (Figure 3). The second area with the largest
share of funds allocated was research and innovation, followed by human
capital and environmental protection.

® Transport

u Research and innovation
u Energy

m Tourism

= Human capital

u Other

m |Information society

m Technical assistance

®m Environmental protection
m Culture

| Investments in social
infrastructure

Figure 3.
Distribution of funds allocated to Poland under the cohesion policy between

2007-2013 according to support areas
Source: 2" European Funds Forum 2009
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In the programming period of 2014-2020, the amount of funds earmarked
for Poland was even higher than in 2007-2014. It was divided between the
following programmes (Figure 4):

* Infrastructure and Environment Programme: under this programme
large enterprises will be able to obtain grants for investments in
support of transition to low-emission economy, energy efficiency
increase and use of renewable energy sources.

* Smart Growth Programme: oriented at development of innovation
in Polish economy, mainly by stimulating research and development
and transferring the results to the economy sector. This programme
will let large enterprises develop innovative projects involving col-
laboration with scientific units in order to commercialise scientific
research results, and will let increase the outlays on research and
development in companies.

* Knowledge, Education, Growth Programme: under this programme,
companies will be able to carry out projects involving training for
employees so that the personnel competences and skills will be
developed.

+ Digital Poland Programme: addressed to the public sector. Tele-
communications companies will receive funds for construction,
extension or restructuring of broadband Internet access, and support
for e-administration and e-services in collaboration with the local
and central government administration. Furthermore, local gov-
ernment units can use this programme to implement tasks aiming
at e-integration and e-activation to increase intensity and quality
of the Internet use.

 Eastern Poland Programme: covers the Eastern macro-region includ-
ing 5 provinces: lubelskie, podkarpackie, podlaskie, swigtokrzyskie
and warminsko-mazurskie. Large companies may use this programme
to obtain aid for research and development work, building and expand-
ing R&D facilities, projects concerning eco-innovation and energy
efficiency which would lead to innovation.

» Technical Assistance Programme: it is a tool to build the potential
of institutions in charge of financial intervention.

* Regional Operational Programme: the aid under the Regional
Operational Programme is distributed in line with the individual
needs of the region. As a matter of principle, such investments should
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complement national efforts on: popularising information and tele-
communications technologies, research, technological development
and innovation, infrastructure, environmental protection as well as
energy and transport.

The responsibility for the distribution of EU funds in Poland is going to
be shifted more to provinces. Significantly more funds are being managed
through the Regional Operational Programmes focused on local and regional
investments. Between 2007 and 2013, local governments handled about
25% of all funds for Poland, now they are in charge of almost 40%.
Consequently, local governments have more freedom in choosing which
growth targets they want to focus on.

® Infrstructure & Environment

= Smart Development

. Knowledge, Education,
Development

= Digital Poland
m Eastern Poland

B Technical Assistance

2006 8614

= Regional Operating
Programmes

Figure 4.
Division of the Cohesion Funds allocated to Poland in the programming period
0f 2014-2020 (million EUR)

Source: RODL & PARTNER s. a.

The use of EU funds is very transparent. The procedures were carefully
prepared to ensure that the funds are used according to the EU regulations.
There has been no scandal related to the use of EU funds. Naturally, this
strive to ensure correctness in the use of EU funds results in long-lasting

application procedures thus making the system costly to both public bodies
and support applicants.
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The Socioeconomic Effects of Integration

In case of the Polish economy, the transition process was closely linked with
the integration process. The first step to put the economy on the development
path was the fight of hyperinflation. From the beginning of the 215 century,
the inflation in Poland does not show double digits (Table 8).

Table 8.
Yearly consumer price index in the years 1989-2017

Year Previous year = 100 Year Previous year = 100
1989 351.1 2004 103.5
1990 685.8 2005 102.1
1991 170.3 2006 101.0
1992 143.0 2007 102.5
1993 135.3 2008 104.2
1994 132.2 2009 103.5
1995 127.8 2010 102.6
1996 119.9 2011 104.3
1997 114.9 2012 103.7
1998 111.8 2013 100.9
1999 107.3 2014 100.0
2000 110.1 2015 99.1
2001 105.5 2016 99.4
2002 101.9 2017 102.0
2003 100.8

Source: GUS 2018

As soon as the Polish economy overcame the recession accompanying the
transition process, it entered the growth path which has been following
ever since (Table 9). Even during the financial crisis, the Polish economy
continued to grow and in 2009 it was the only EU country with a positive
GDP growth.
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Table 9.
Polish GDP growth in the years 1991-2016 (%)
Year GDP growth Year GDP growth
1991 -7.0 2004 5.1
1992 2.5 2005 3.5
1993 3.7 2006 6.2
1994 53 2007 7.0
1995 7.0 2008 4.2
1996 6.1 2009 2.8
1997 6.5 2010 3.6
1998 4.6 2011 5.0
1999 4.6 2012 1.6
2000 4.6 2013 1.4
2001 1.2 2014 33
2002 2.0 2015 3.8
2003 3.6 2016 2.9

Source: WB''s. a.

Unemployment was a phenomenon not observed in the socialist economy.
Due to transformation reforms, it rapidly appeared in Poland being one of
the key social burdens associated with market economy. Yet, the highest
unemployment rate was not observed at the beginning of the transformation
process but at the beginning of the 21 century which was related to the
entering to the labour market of a large group of young people (Table 10).

Table 10.

Unemployment in Poland in the years 1991-2017 (% of total labour force)
Year Unemployment Year Unemployment
1991 11.9 2005 17.7

1992 13.3 2006 13.8

1993 14.0 2007 9.6

1994 14.4 2008 71

1995 13.3 2009 8.2

1996 124 2010 9.6

1997 11.0 2011 9.6

"' WB: World Bank.
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Year Unemployment Year Unemployment
1998 9.9 2012 10.1

1999 12.3 2013 10.3

2000 16.3 2014 9.0

2001 18.4 2015 7.5

2002 19.9 2016 6.2

2003 19.4 2017 5.1

2004 19.1

Source: WBs. a.

The EU membership brought Poland a huge outflow of people. These
were generally young, mostly well-educated people. This process started
immediately after the accession to the EU as the United Kingdom and
Ireland did not establish any interim period and free movement and thus,
legal work, was possible already in 2004. The highest number of Poles tem-
porarily living abroad was observed in 2007 and it amounted to 2.3 million
citizens, (GUS 2012b) i.e. about 6% of Poland’s population. Over 80% of
these citizens were staying in EU countries. Most of the people left Poland
in the first years of the Polish EU membership when the unemployment
rate in Poland was very high in comparison with the U.K. or Ireland
so this was not a significant problem for the Polish economy. In fact, it
resulted in lowering of the unemployment rate and the inflow of money
transfers which supported the families in Poland. Personal remittances
started to grow before the EU accession (Table 11), but their rapid growth
was observed in the first years of the EU membership reaching a peak in
2006. Since 2008, there has been a constant fall in personal remittances
expressed as a share of GDP.

Table 11.
Personal remittances, received (% of GDP)

Year Personal remittances Year Personal remittances
1994 0.52 2006 2.46
1995 0.51 2007 2.44
1996 0.48 2008 1.96
1997 0.53 2009 1.86
1998 0.61 2010 1.60
1999 0.49 2011 1.46
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Year Personal remittances Year Personal remittances
2000 0.87 2012 1.40

2001 0.82 2013 1.41

2002 0.85 2014 1.36

2003 1.05 2015 1.42

2004 1.85 2016 1.42

2005 2.11

Source: WB s. a.

The development of the Polish economy accompanied by a much smaller but
still present outflow of Poles and demographic changes led to a reduction
of unemployment rate. In recent years, the situation on the labour market
became a reverse of the one observed in the beginning of the 21% century.
There is a shortage of employees in more and more professions. This includes
both highly qualified employees and the ones with only basic skills. The
problem includes, among others, nurses, shop assistants and construction
workers. The inflow of Ukrainians mitigates the problems with finding
employees and limits the growth of salaries. Yet, the structural shortages
in numerous professions that are going to be observed in the coming years
will not be easy to alleviate based only on Ukrainians.

Currently, Poland occupies the 36" place in the Human Development
Index (HDI) ranking (Table 12). The value of the HDI was increasing steadily
in the period of 1990-2015, showing changes resulting from the Polish
transformation reforms and the EU accession.

Table 12.
Human Development Index for Poland in the years 1990-2015

Human Development
Index (value)

1990 | 2000 | 2010 | 2015 | 1990-2000 | 2000-2010 | 20102015 | 19902015

0.712'10.784 | 0.829 | 0.855 0.97 0.56 0.62 0.74 36

Average annual HDI growth (%) Current
rank

Source: Compiled by the author based on UNDP'? 2012.

2. UNDP: United Nations Development Programme.
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It must be emphasised that a significant role in the socio-economic
development of Poland has been played by the EU funds. There is no
sufficiently robust way to evaluate the impact of EU funds on the Polish
economy as it is impossible to separate the effects of the EU funds from
other factors. Naturally, each of the policy measures as well as programmes
has a different focal point and cannot in a similar extent contribute to each
of the developmental priorities named. Yet, generally it is also difficult to
name the key impact mechanism and effect, as policy instruments contribute
to several policy objectives both directly and indirectly. It is estimated
that the cohesion policy in the 2007-2013 period increased Polish GDP
by 1.7% a year in relation to what it would have been without the cohesion
policy investment. Moreover, it increased the employment by 1%. In 2020,
it is estimated that the Polish GDP will be over 4% higher than without
the cohesion policy between 2007-2013. It must also be mentioned that
in the period of 2010-2012, the cohesion policy investment amounted to
approximately 55% of the public investment in Poland. (EC" 2014)

Conclusion and Outlook: Drawing the Balance of the Results of
Integration

Polish integration has been successful. Poland has made a good use of the
opportunities given by the EU single market and the EU funds allocated to
it. In numerous locations and parts of the economy, the EU support enabled
leapfrogging several stages of technology development thus significantly
modernising the economy. Polish governments have always tried to form
the integration in a way that supports Polish national interests. Naturally, the
understanding of what is in the Polish state interest has been changing with
political parties coming to power. The same applies to the effectiveness
of the efforts when negotiating with the European Commission and other
member states.

The primary reason for the success was the willingness of authorities
at every level of Polish administration to make full use of the EU funds
and the willingness of individual people and companies to grab the oppor-
tunity for development and improvement. Naturally, this positive attitude
and willingness to act had to be accompanied with the capacity to do so.

1 EC: European Commission.
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This capacity was created by a significant increase in the employment in
public administration. A huge number of young people who graduated after
1990 and were keen on introducing effectiveness and efficiency in public
administration as well as building well-functioning administrative units
were vital for success.

The economic integration with the EU is not complete. Poland is
obliged by its accession treaty to become a member of the Eurozone. The
debate on this issue has its ebbs and tides. After becoming an EU member,
Poland was very keen to quickly get the access to the Eurozone club but its
economy was still not transformed enough to fulfil the Maastricht criteria
for accepting the euro. Yet, the government’s economic policy was aimed
at fulfilling these standards. The tight binding of the Polish economy with
the EU makes it already strongly dependent on the situation of the Eurozone
countries, however, the financial and economic crises showed that Poland as
arelatively big country could safeguard economic growth even in 2009 when
all the other EU member states experienced a negative change in the GDP.
The period of crises showed that the ability to shape one’s own economic
policy can bring positive results and the lack of full integration can be
a barrier for spilling off a crisis. Currently, there is not much debate on the
euro. Public opinion on the matter fluctuates depending on the economic
situation and exchange rate. Yet, as the study by Goczek and Mycielska
(2014) found, the Polish monetary policy shows such a close resemblance
to the one conducted by the European Central Bank that the argument of
the independence of the monetary policy as a reason for keeping the Polish
zloty is not valid. It seems that the political benefits of joining the Eurozone
outweigh the economic ones.

The other problem Poland is facing is the need to foster development
and avoid the so-called middle income trap. The way to avoid it is to boost
innovations. Yet, despite the growing economy, Poland still remains at the
end of the most competitive and innovative EU countries. The increase
in innovations would enable to base the Polish economy on more stable
competitive advantages. Moreover, Poland needs to increase its efforts in
transforming its economy from carbon-based to green and circular one.
This is not only the issue of contributing to the EU developmental strategy
but also an urgent need to ensure sustainable development and to reduce
the problem of low quality of air. Currently, numerous Polish cities are
ranked high on the list of the EU’s most polluted cities with the level of
smog particles exceeding the norms by several hundred percent.



178 ECONOMIC INTEGRATION AND INTERDEPENDENCE...

References

2" European Funds Forum (2009): Building Poland. Balance of EU Funds
Absorption. 2" European Funds Forum, Warsaw, 7-8 May 2009. Available:
www.funduszeeuropejskie.2007-2013.gov.pl/ZPFE/Documents/Building
Poland eng.pdf (Accessed: 30.03.2018)

Business and Strategies Europe (2015): Evaluation of PHARE (EU pre-accession)
financial assistance to Bulgaria, Cyprus, Czech Republic, Estonia, Hungary,
Latvia, Lithuania, Malta, Poland, Romania, Slovakia, Slovenia. Available:
https://ec.europa.cu/neighbourhood-enlargement/sites/near/files/pdf/finan-
cial assistance/phare/evaluation/2015/20150806-phare-ex-post-evaluation-fi-
nal-report.pdf (Accessed: 02.04.2018)

CZzERNIAK, Adam — BLAUTH, Katarzyna (2017): Co przyniosty inwestycje zagran-
iczne? Wplyw na gospodarke Polski w ostatnim éwieréwieczu. [What is the
outcome of foreign investments?The effect to polish economy.] Warsaw,
Polityka Insight Research. Available: http://bpcc.org.pl/uploads/ckeditor/at-
tachments/11573/Inwestycje_zagraniczne 01.03.pdf (Accessed: 04.04.2018)

EC (2014): Investment for jobs and growth. Promoting development and good
governance in EU regions and cities. Sixth report on economic, social and
territorial cohesion. Brussels, European Commission.

GUS (s. a.): Foreign trade turnover by countries. Warsaw, Central Statistical Office.
Auvailable: http://swaid.stat.gov.pl/EN/HandelZagraniczny dashboards/Rap
orty predefiniowane/RAP SWAID HZ 3 8.aspx (Accessed: 13.07.2018)

GUS (2007): Yearbook of foreign trade statistics of Poland. Warsaw, Central
Statistical Office.

GUS (2010): Yearbook of foreign trade statistics of Poland. Warsaw, Central
Statistical Office.

GUS (2012a): Yearbook of foreign trade statistics of Poland. Warsaw, Central
Statistical Office.

GUS (2012b): Informacja o rozmiarach i kierunkach emigracji z Polski w latach
2004-2011. [Information about the rate and directions of emigration from
Poland between 2004 and 2011.] Warsaw, Central Statistical Office.

GUS (2017): Yearbook of foreign trade statistics of Poland. Warsaw, Central
Statistical Office.

GUS (2018): Roczne wskazniki cen towarow i ustug konsumpcyjnych od 1950
roku. [Annual indexes of price of goods and consumer services from 1950.]
Warsaw, Central Statistical Office.


http://www.funduszeeuropejskie.2007-2013.gov.pl/ZPFE/Documents/Building_Poland_eng.pdf
http://www.funduszeeuropejskie.2007-2013.gov.pl/ZPFE/Documents/Building_Poland_eng.pdf
https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/pdf/financial_assistance/phare/evaluation/2015/20150806-phare-ex-post-evaluation-final-report.pdf
https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/pdf/financial_assistance/phare/evaluation/2015/20150806-phare-ex-post-evaluation-final-report.pdf
https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/pdf/financial_assistance/phare/evaluation/2015/20150806-phare-ex-post-evaluation-final-report.pdf
http://bpcc.org.pl/uploads/ckeditor/attachments/11573/Inwestycje_zagraniczne_01.03.pdf
http://bpcc.org.pl/uploads/ckeditor/attachments/11573/Inwestycje_zagraniczne_01.03.pdf
http://swaid.stat.gov.pl/EN/HandelZagraniczny_dashboards/Raporty_predefiniowane/RAP_SWAID_HZ_3_8.aspx
http://swaid.stat.gov.pl/EN/HandelZagraniczny_dashboards/Raporty_predefiniowane/RAP_SWAID_HZ_3_8.aspx

ECONOMIC INTEGRATION AND INTERDEPENDENCE IN POLAND 179

Goczek, Lukasz — MYCIELSKA, Dagmara (2014): Gotowi na euro? Badanie em-
piryczne faktycznej swobody polskiej polityki pieni¢znej. [Ready for Euro?
Empirical Study of the Actual Freedom of the Polish Monetary Policy.]
Bank i Kredyt, Vol. 45, No. 3. 267-290.

NBP (2013): Polskie i zagraniczne inwestycje bezposrednie w 2011 r. Zagraniczne
inwestycje bezposrednie w Polsce. Polskie inwestycje bezposrednie za
granica. [Polish and foreign direct investments in 2011. Foreign direct
investments in Poland. Polish investments abroad.] Warszawa, Narodowy
Bank Polski.

NBP (2014): Polskie i zagraniczne inwestycje bezposrednie w 2012 r. [Polish and
foreign direct investments in 2012.] Warszawa, Narodowy Bank Polski.
NBP (2015): Polskie i zagraniczne inwestycje bezposrednie w 2013 r. [Polish and
foreign direct investments in 2013.] Warszawa, Narodowy Bank Polski.
NBP (2016): Zagraniczne inwestycje bezposrednie w Polsce i polskie inwestycje
bezposrednie za granicqg w 2014 roku. [Foreign direct investments in Poland

and investments abroad in 2014.] Warszawa, Narodowy Bank Polski.

NBP (2017): Zagraniczne inwestycje bezposrednie w Polsce i polskie inwestycje
bezposrednie za granicqg w 2015 roku. [Foreign direct investments in Poland
and investments abroad in 2015.] Warszawa, Narodowy Bank Polski.

NBP (2018): Zagraniczne inwestycje bezposrednie w Polsce i polskie inwestycje
bezposrednie za granicqg w 2016 roku. [Foreign direct investments in Poland
and investments abroad in 2016.] Warszawa, Narodowy Bank Polski.

Rade Ministrow (2003): Narodowy Plan Rozwoju 2004-2006. [National Devel-
opment Plan 2004-2006.] Warszawa, Rade Ministrow. Available: www.
funduszeeuropejskie.2007-2013.gov.pl/OrganizacjaFunduszyEuropejskich/
Documents/NPR 2004 2006.pdf (Accessed: 02.04.2018)

OECD (2018): Foreign Direct Investment Statistics: Data, Analysis and Fore-
casts. Paris, Organisation for Economic Co-operation and Development.
Available: www.oecd.org/investment/statistics.htm (Accessed: 12.03.2018)

MF (s. a.): Transfery finansowe Polska. [Financial tranfers in Poland.] Available:
www.mf.gov.pl/ministerstwo-finansow/dzialalnosc/unia-europejska/trans-
fery-finansowe-polska-ue (Accessed: 01.04.2018)

RoLsk1, Mateusz (2013): Krytyka Planu Balcerowicza w ujeciu Grzegorza Kotodki
oraz Tadeusza Kowalika. [Criticism of the Balcerowicz Plan in Terms of
Grzegorz Kotodka and Tadeusz Kowalik.] In ZAGORA-JOoNszTA, Urszula
ed.: Problemy gospodarki rynkowej. Polska i swiat. [Problems of market
economy. Poland and the world.] Katowice, Wydawnictwo Uniwersytetu
Ekonomicznego w Katowicach. 88—100.


http://www.funduszeeuropejskie.2007-2013.gov.pl/OrganizacjaFunduszyEuropejskich/Documents/NPR_2004_2006.pdf
http://www.funduszeeuropejskie.2007-2013.gov.pl/OrganizacjaFunduszyEuropejskich/Documents/NPR_2004_2006.pdf
http://www.funduszeeuropejskie.2007-2013.gov.pl/OrganizacjaFunduszyEuropejskich/Documents/NPR_2004_2006.pdf
http://www.oecd.org/investment/statistics.htm
http://www.mf.gov.pl/ministerstwo-finansow/dzialalnosc/unia-europejska/transfery-finansowe-polska-ue
http://www.mf.gov.pl/ministerstwo-finansow/dzialalnosc/unia-europejska/transfery-finansowe-polska-ue

180 ECONOMIC INTEGRATION AND INTERDEPENDENCE...

RODL & PARTNER (5. a.): EU Funds in Poland 2014-2020. Available: www.roedl.
net/pl/en/services/state_aid advice/eu funds_in_ poland 20142020.html
(Accessed: 21.04.2018)

SIEMIATKOWSKI, Piotr (2011): Rola kapitalu zagranicznego w transformacji pol-
skiej gospodarki. [The role of foreign capital in transformation of the Polish
economy.] Torunskie Studia Miedzynarodowe, Vol. 1, No. 4. 63-76. DOI:
http://dx.doi.org/10.12775/T1S.2011.006

UNDP (2012): Trends in the Human Development Index, 1990-2015. New York,
United Nations Development Programme. Available: http:/hdr.undp.org/en/
composite/trends (Accessed: 03.05.2018)

Wikipedia (s. a.): Plan Balcerowicza. [Balcerowicz Plan.] Available: https:/
pl.wikipedia.org/wiki/Plan_Balcerowicza (Accessed: 02.04.2018)

WB (s. a.): World Bank Open Data. Washington, D.C., The World Bank. Available:
https://data.worldbank.org/ (Accessed: 02.04.2018)


http://www.roedl.net/pl/en/services/state_aid_advice/eu_funds_in_poland_20142020.html
http://www.roedl.net/pl/en/services/state_aid_advice/eu_funds_in_poland_20142020.html
http://dx.doi.org/10.12775/TIS.2011.006
http://hdr.undp.org/en/composite/trends
http://hdr.undp.org/en/composite/trends
https://pl.wikipedia.org/wiki/Plan_Balcerowicza
https://pl.wikipedia.org/wiki/Plan_Balcerowicza
https://data.worldbank.org/



