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Introduction

In 1995 DG VI published a series of ten country reports and a summary report on the
agricultural situation and prospects in the associated countries of Central and Eastern
Europe (CECs). The reports provided an analysis of the transition agriculture and the
agro-food sector in these countries were going through in the first half of the nineties and
an assessment of the outlook for the main agricultural commodity markets till the year
2000.

With three years more of information the current publications, which cover Bulgaria, the
Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia and
Slovenia, provide an update of the 1995 reports and take the outlook horizon till 2003.
The underlying working hypothesis for the reports is that the first CECs will join the
Union and will start to be integrated in to the single market and the Common
Agricultural Policy after 2003.

The accession process was officially launched on 30 March 1998 with the submission to
the applicant countries of the Accession Partnerships, which for each country set out the
principles, priorities, intermediate objectives and conditions leading up to accession. A
main priority is adoption of the “acquis”, the body of Community legislation, including
for agriculture the sensitive areas of veterinary and phytosanitary legislation.

As was the case in 1995 the individual country reports have been prepared by the
services of the Commission in close collaboration with national experts of the countries
concerned and with the help of scientific advisers.

The country reports and the summary report attempt to provide an objective analysis of
the current situation in agriculture and the agro-food sector and an assessment of where
the candidate countries can be expected to be in their agricultural development by the
time of the next enlargement.
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About the data…

The data used in the country reports are derived from a CEC dataset established
by DG VI in co-operation with other services of the European Commission and
with external experts. Data originate from various sources, mainly national
statistics and economic institutes, FAO, OECD, and the European Commission
(DG II, Eurostat).

For agriculture, in general the FAO data were used, but for certain countries
and/or for certain products, and in particular for the most recent years, the figures
were adjusted or replaced by data from other sources, after discussion with
country specialists. For the commodity supply balance sheets a simpler approach
than by the FAO was used, taking into account trade in agricultural commodities
up to the first processing stage, but not in further processed products.

The main objective was to obtain a dataset which was as coherent as possible,
offering a good comparability of data.

Despite all efforts to create a coherent, reliable and up to date dataset, all figures
presented in the country reports should be interpreted with care. Significant
changes in data collection and processing methods have sometimes led to major
breaks in historical series as the countries concerned have moved from centrally
planned to market economies. One general impression is that these problems
may have led to overestimate the decline in economic activity in general and of
agricultural production in particular in the first years of transition, data from
1989 and before being somewhat inflated and data after 1989 underrecording the
increase in private sector activity. More recently many CECs have undertaken
serious efforts to start to harmonise data collection and processing methods with
EU practices.

With three more years of data and experience the original 1995 dataset has been
improved and further adapted to DG VI’s analytical needs.
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Executive Summary

Economic and political background

Poland is the ninth largest country in Europe sharing borders with seven others and
the Baltic Sea. Most of the country is generally low lying. The climate is a transition
between Central European and the more moderate Atlantic climate. This can lead to
unstable weather conditions, fluctuations in the length of seasons and in agricultural
production.

The Polish people adopted an amended Constitution in October 1992 to enable
Poland’s transition  to  a parliamentary democracy. The Sejm or lower house is the
supreme legislative body and the Senate (upper house) are the two chambers of
Parliament. Members are elected every  four years. The President, elected for a five
year term is the representative of the state.

From 1993 to 1997, the Democratic Left Alliance (SLD) including many former
communists and the Polish  Peasant Party (PSL) drawing its power from a small-
farmer base formed a governing coalition. The government encouraged privatisation
programs and economic reform and aimed to improve the climate for foreign
investment while paying attention to agricultural constituents. The coalition was
defeated in September 1997 by Polish Solidarity Electoral Action (AWS) and the
Freedom Union (UW). The AWS is the electoral wing of the Solidarity trade union
and an umbrella organisation formed to bring unity to the very fragmented political
right.

The Polish economy experienced a severe recession in 1990 and 1991. In 1992 the
decline came to an end, real GDP accelerated steadily, averaging an annual growth of
5.3% in 1993-95 and 6.9% in 1997. Poland's economy continues to grow quickly on a
sound macroeconomic basis, which appears to be strengthened further with the
implementation of the new central bank law and the financial strategy of the new
government.

Polish trade has been reoriented since the beginning of the economic transformation
process in 1989. The major structural change in Poland’s trading relationship is due to
the collapse of the COMECON-trading block. In 1997, Poland exported 64% of total
exports to the EU and imported 64% from the EU. Poland is the seventh trade partner
for the EU. More recently however, Polish exports to Central and Eastern Europe and
Russia has rapidly expanded (presently 20-24% of Polish exports).

The year-on-year rate of consumer price inflation in May 1998 was 13.3%, still down
from 14.2% in February 1998. Inflation now appears to be back on course to fall to
single-digit figures by the end of 1998.

The unemployment rate in the country as a whole fell from 13.2% at the end of 1996
to 10.5% at the end of 1997. In urban areas, unemployment is very low (3%), but rates
of more than 25% are observed in the northern part of Poland, where state-owned
farms have collapsed and obsolete factories have closed down.
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Agriculture in the economy

The contribution of agriculture to total GDP is falling though still relatively important at
an estimated 6.0% in 1996 compared with 12.9% in 1989. Since the beginning of the
transition, agricultural recession has been caused by an unfavourable development of the
terms of trade and reduced production, mainly in the livestock sector. The agricultural
labour force still holds a 26.7% share of the total employment. This high figure is
inflated by a certain amount of underemployment and hidden unemployment in rural
areas. Nevertheless, this important difference between GDP contribution and persons
employed in agriculture indicates very low labour productivity and reflects the
importance of part-time farming. The degree of self sufficiency for main products is still
close to 100%.

Agricultural production

In recent years the average ratio of the value of crop production to animal production has
been 55 to 45 though with considerable fluctuations. In terms of marketed production,
the ratio is the inverse as crop products are used for intermediate and home consumption.

Of the 31.3 mio ha total area in Poland, 59% was Utilised Agricultural Area (UAA) in
1996, amounting to 18.5 mio ha. Of the UAA, arable land is by far the most important at
14.1 mio ha, followed by meadows (2.8 mio ha), permanent pastures (1.4 mio ha) and
orchards (0.26 mio ha). The share of arable land in relation to UAA is around 76 %
whereas the corresponding figure for the EU-15 is 56%. Only 3.3% of the soils are
classified as good quality, most are rather sandy which together with low rainfall has a
substantial impact on agricultural production.

By far the most important crops are cereals, particularly wheat and rye, less
significant and in order of area are potatoes, fodder crops, sugar beet, oilseeds and
pulses. For most crops, production has been lower in recent years than before
transition. Self sufficiency in most crops is generally between 90 and 100% except for
oilseeds (ranging between 55% and 146%) where the area has fluctuated considerably
in recent years and for sugar where there is generally an exportable surplus. Fruit and
vegetables account for 3% of the agricultural area and 10.3% of agricultural output.
There are strong exports, in particular of fruit and fruit products.

The economic transformation process affected the livestock sector more than
the crops sector. State farms in particular let their livestock production fall
and concentrated on crops. Falling incomes together with the elimination of
consumption subsidies severely reduced meat consumption.

Pigmeat production avoided the worst depression though there has been
some fluctuation in particular due to high feed prices in some years. Poland is
one of the biggest pig meat producers in Europe. Poultry production was
badly affected initially but has recovered to be by far the most dynamic sector.
Cattle and particularly sheep numbers were severely cut. The fall in beef
production has slowed down in recent years. For milk, the first sign of a small
increase occurred in 1997.
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Agricultural trade

Within global external trade, agricultural products represent a significant part: 13.0% for
exports and 11,0% for imports in 1997. Agricultural trade has increased consistently
since 1992 but with imports at a faster rate. As a result, the agricultural trade balance,
which was in surplus at 971 mio, ECU in 1990, deteriorated to –418 mio ECU in 1997.
Important exports for Poland are live animals, meat and meat products, milk products
and processed fruit and vegetables and confectionery. Imports are more diverse but
include cereals, oilseeds and most importantly fresh (citrus) fruit, coffee, cocoa and tea.

EU-15 is Poland's most important agricultural trading partner. However the EU’s share
is diminishing at an accelerating rate. The EU took 60% of Polish exports in 1989 which
was down to 39% in 1997. Official statistics show the Polish agricultural trade balance
with the EU has become negative. It is the former Soviet Union in second place to which
Polish exports have increased considerably, in particular for processed products.

Structures

The farm size is small and changes in farm structures are rather slow. The average
farm size only increased from 7.0 ha in 1988 to 7.9 ha in 1996 though this is faster
than longer term trends. Projections suggest that no more than 40% of agricultural
land will be part of holdings greater than 15 ha by 2005. In 1996, the average number
of milk cows per holding is 2.6 and for pigs 16.

The public view of MAFE is that in the medium term only 400 000 to 500 000 farms
are sustainable (of the current 2.1 million holdings) and this is supported by other
studies. Yet given the strong cultural attachment to “small scale farming” in many
areas, typified in south east Poland, significant changes to the size and number of
small holdings cannot be expected. This phenomenon has a strong social impact. If
this population stay attached to their land on increasingly unsustainable holdings, then
important rural development policies will be necessary.

Farming was not comprehensively collectivised in Poland Successive communist
governments finally accepted the private farm as the main base for food production in
Poland. Some 18% of land was in State hands. While most of this agricultural land is
still not sold by the state, most is now leased to private managers.

Rural development

Poland is an extremely rural country, predominantly urban regions account for only
19% of the population. The rural areas vary greatly in structure, economy and
demography. Regions where state farms predominated tend to have high
unemployment levels and tend to be amongst the poorest in Poland. In voivodships
where farms are smaller, rural dwellers activities are more diversified. Agriculture
accounts for 44% of total employment in predominantly rural regions. This extremely
high level of agricultural employment is one of the biggest challenges facing Poland
as it seeks to modernise and restructure the agricultural sector without destroying rural
communities.
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Rural areas in Poland suffer from a number of constraints which restrict development
and reinforce rural communities’ isolation and remoteness.  The dispersed settlement
pattern makes the provision of infrastructure (water, gas, telephones, sewerage) and
services (post school education, banking, professional services) difficult, and lack of
access to transport in rural areas only exacerbates the disparities with urban centres.

In general, agriculture is less intensive in Poland than in most current EU Member
States, and the rural areas support a rich variety of wildlife and range of habitats.
Modernisation programmes, investment and education will also tend to increase the
levels of inputs used, as farmers seek to increase productivity.

Livestock farming is an important sector of Polish agriculture, but stocking densities
have declined considerably as a result of the economic transition process.  27% of the
land area is considered to be in a “natural” or “extensively managed” state, with
approximately 11% designated as of international importance.

Upstream and down stream sectors

After 1990, as a result of the worsening price ratio between inputs and agricultural
products, inputs use - in particular fertilisers, lime and crop protection products -
rapidly decreased but a gradual recovery is discernible.

The banking sector in Poland is not well developed and the rural banking network is
fragmented with up to 1322 co-operative banks in 1997. A restructuring strategy is
proposed which seems to progress slowly. Despite these problems the situation
appears to be improving.

Polish farmers use relatively little debt in their farming operations and rural
businesses generally use their own funds to finance investments. Nevertheless a
feature of agricultural support in Poland are interest rate credits for approved
investments. The 1998 budget however has reduced the number of credit lines from
forty to eight. More emphasis is being put on structural inputs such as restructuring
and modernisation rather than for production inputs such as fertiliser and seed
purchase.

The food industry has for the most part undergone a dynamic transformation in
privatisation, profitability and investment. In particular nearer the retail end. The
process has been much slower in the “first stage processing sector” such as
slaughtering, milling and freezing. These sectors still present a barrier to farmers
benefiting from the higher purchasing power of consumers.

Agricultural policy

In 1997 the budget expenditure for the agricultural sector amounted to 3,4 bio ECU
(9,8% of the total budget expenditure). By far the biggest part (72%) of agricultural
budget expenditure is destined for the farmer's social security system.

The stabilisation activities of the intervention organisation apply to wheat, rye, butter,
skimmed milk powder, pigmeat and beef, sugar, potato starch and occasionally honey
and hops. However, intervention measures are of more importance for the grain, dairy
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and pig meat markets. For market stabilisation, a price range is fixed in which prices are
allowed to fluctuate. These reference prices have increased in real terms in recent years.

While in the pre-transition period Poland's agriculture and food exports were fairly
highly subsidised, since 1990 export subsidies were rarely applied and were limited to
sugar, SMP, butter and pork.

For animal products, the beef price in Poland is only half that of the EU and partly
reflects lower quality and the low demand in Poland but of course the higher support
price in the EU. However, pig and poultry meat is at an equivalent price, the lower pig
meat price in Poland caused by generally poorer quality carcasses. The milk price in
Poland has increased since 1993 and is currently around 50% of that in the EU. For
high quality milk (equivalent to that in the EU), a premium is paid by processors
which would bring the producer price much closer to the EU level for milk of
equivalent quality

Trade policy in the agricultural and food sector is governed by a number of
multilateral and bilateral agreements, GATT/WTO, CEFTA, Europe Agreement, and
Free Trade Agreements with Lithuania and with Israel.

Poland's commitments on domestic support are expressed in $ and therefore shielded
against the devaluation of the zloty. Total Aggregate Measurement of Support (AMS)
is limited to 3.3 bio $ by the year 2000, an amount which seems rather comfortable,
considering the high level of support during the reference period 1986-88. Current
levels of domestic support are much lower than the commitments

Producers subsidy equivalent (PSE) calculations show that at the beginning of the
transformation process in 1989-90, Poland intended to build up a very liberal market
economy with low support levels. Since then Poland reinforced the border measures and
equivalent price support systems mainly due to increasing competition problems caused
by structural deficiencies particularly in the food processing industries. Support to
farmers as measured by PSE and in particular the MPS component has therefore
increased.

A comparison of the PSE of Poland and the EU show that the support of agricultural
producers in the EU has been more stable and higher than in Poland though Polish
farmers now enjoy substantial support following being implicitly taxed in 1990-91.

Rural policy

Since 1994 rural development has been increasingly recognised as a priority by
successive Polish Governments, due to the high levels of agricultural employment, the
need to modernise and develop agricultural practices and the need to create non-
agricultural jobs in rural areas. In 1994, it was one of the 10 key objectives included
in the Government’s development plan.

This “Strategy for Poland” gave four objectives for rural development policy: village
renewal including job creation and encouragement of non-agricultural activities;
encouraging the modernisation of agricultural structures and processes; supporting the
development of socio-economic infrastructure such as co-operatives, commodity
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exchanges, telephone and road networks and the agricultural advisory service; and
lastly recognition of the natural value of villages. The National Programme for the
Adoption of the Acquis (NPAA) recently presented by the Polish Government follows
a similar line to the “Strategy for Poland” in regard to rural development policy.
Policy measures to assist farms in less-favoured areas are under development.
Currently the only preferential treatment for these areas is an exemption from the
agricultural tax for land of the poorest quality (land classes V and VI).

The principal environmental problems in Poland are linked to industrial, rather than
agricultural activity, and so even though Poland was the first CEEC to develop a
national environmental policy, it is only recently that agri-environmental issues have
begun to receive much attention.

Outlook

As regards policy, it is expected that Poland will gradually adapt its market and
structural policy to be more compatible with the Community aquis. Border measures
will remain compatible with international agreements.

The general economic background is for sustained moderate to good growth which
will impact positively on the demand for agricultural products.

The food processing industry will continue to develop vigorously with the exception
of the ‘first stage processing sector’ where changes will remain slow.

In the farm sector, big structural changes cannot be expected and the small farms size
will continue to be a particular handicap for modernisation. This will be especially
important for land dependant activities such as arable crops and grazing livestock but
less so to intensive animal production and perhaps fruit and vegetables.

Cereals area and production will increase but the balance will be taken up in feed use
due to the forecast increase in animal production. The potato area will continue its
decline. Rapeseed area will increase to its pre 1989 levels but will be influenced
strongly by short term weather and price fluctuations. In this case, Poland would
again become an exporter. Sugar production can expect to be contained by the support
system (quota). It is assumed that some of the idle land will come back to cereals
production but most will go for afforestation, be converted to pasture or remain idle.

Milk production is foreseen to expand slowly but not reach pre 1990 levels, exports
will be maintained. Beef production is unlikely to recover greatly given current prices
and low consumer demand. Pigmeat production which was least affected by the
economic transformation process will undergo a modest growth with some exports.
The most dynamic sector will be poultry where very strong growth is already apparent
though this may not be sufficient to meet consumer demand.
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1 GENERAL OVERVIEW

1.1 Geography, Climate and Demography

Poland runs from the Baltic Sea to the Carpathian Mountains, with a total area of
312 680 km² making it the ninth largest country in Europe. This equates to 9.7% of
the area and 10.4% of total population of the current European Union. It shares
borders with seven other countries: Russia, Lithuania, Belarus, Ukraine, Slovakia, the
Czech Republic and Germany.

Most of the country is flat with generally low lying land; more than 75% of the land
lies below 200m and only 2.9% above 500m. From north to south there are several
major types of landscape and around 10 000 lakes. In the South, the Tatra mountains
exceed 2 000m. In Poland 18.5 million hectares is agricultural land (59.1% of total
area) and 28.2% is afforested.

Due to the geographical location of Poland and its landscape, the climate is
characterised by unstable weather conditions and substantial fluctuations in the length
of the seasons. The climate represents the transition between continental Europe
(fairly dry summers and cold winters) and the Atlantic-influenced moderate climate of
western Europe. Average annual air temperatures range from 6.0°C to 8.8°C. Average
annual precipitation ranges between 500-600 mm in lowlands to 1200-1500 mm in
mountainous areas.

Following the administrative reform in the seventies, the territory was organised in 49
voivodships, each of them representing between 0.5 to 1 mio inhabitants. 2483 1

gminas (communes) are the basic units of the territorial division of the country with
an elected Council which supervises local authorities. An administrative reform
decided in July 1998 reduces the a number of voivodships from 49 to 16, along with
the creation of 308 poviats, an additional administrative level between the voivodship
and the gmina.

In 1997, the total population was 38.6 million with an average density of 123
inhabitants per km², consisting almost entirely of ethnic Poles (97.6%). The natural
population growth rate has declined steadily from a peak in the early 1980s and is
forecast to average only 0.15% growth per year to 2000. It is estimated that the total
population will increase slowly to 39 million by 2000 and reach 40.3 million in 2010.
Of the total population, 38% are located in rural areas. The steady population drift
from countryside to town will continue, but at a slower pace due to a housing shortage
amongst other barriers to mobility.

By European standards Poland’s population is young, but it is ageing steadily as the
proportion of the population below working age falls and that of pensioners increases.
Evidently this will result in a rising pension requirement, but the more immediate
result will be a growth in the share of the population of working age. During 1991-95
the working population increased by 645 000 and it is expected to grow by 916 000
between 1996-2000 and a further 987 000 during 2000-2005.

                                                
1 Source: GUS 1996, 2468-EUROSTAT 1997
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The fall in life expectancy which was noticeable in the mid to late 1980s has been
arrested; according to figures from 1995 males can expect to live for 67.6 years and
females 76.4 years. Since 1980, child mortality rates have declined from 25.5 deaths
in the first year per 1,000 live births to 11.1 in 1996. These figures are still high in
comparison to European standards, however improvement is expected.

1.2 Institutions, the political situation and the economy

1.2.1 Constitution and Institution

The 1952 Constitution was amended and revised in October 1992 to enable Poland’s
transition to a parliamentary democracy. In May 1997 a new Constitution was
adopted by referendum and in October the country’s first post-communist
Constitution became law.

The new constitution reflects the compromises between those wishing to preserve
elements of the old orders and those seeking radical change. The main changes are:

• a constitutional limit on the size of public debt (60% of GDP, coinciding with
one entry condition for the EMU) and the budget deficit must stay within the
limits set by the parliament.

• the National Bank of Poland is constitutionally charged with safeguarding the
value of the currency, and a Monetary Policy Board equally staffed by
nominees of the state president, Sejm (lower chamber) and senate supervises
its monetary policy decisions.

Parliament consists of two chambers. The Sejm is the supreme legislative body of the
State consisting of 460 deputies elected for a period of four years and parties with a
majority there are invited to form the government. The Senate (upper house) made up
of 100 members also serves four years. Members of the Council of Ministers (cabinet)
are nominated by the President at the request of the Prime Minister. Parliament must
endorse the legislative programme.

The President, elected for a five-year term, is the representative of the state. He
guarantees the Constitution, the country’s sovereignty and is responsible for
international co-operation and military alliances. In certain circumstances the
President has the power to dissolve parliament and can also veto parliamentary
legislation, although a three-fifths majority in the Sejm can overturn the veto.

1.2.2 Political Developments

At the general election in September 1993 the Democratic Left Alliance (SLD) which
included many former communists won 20.4% of the vote and the Polish Peasant
Party (PSL) 15.4%, forming an alliance whose combined 35.8% equated to 66% of
the seats in the Sejm. Considerable tensions existed between the coalition partners.
The SLD wanted to accelerate the cash and voucher privatisation programmes, cut
industrial and agricultural subsidies and improve the climate for foreign investment in
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order to achieve its ambitious growth and anti-inflation targets. The PSL put more
emphasis on loyalty to its small-farmer base, with its continued effort to maintain
subsidised credit and express its misgivings over privatisation.

The parliamentary elections held on 21 September 1997 saw the defeat of the
SLD/PSL government, by the Polish Solidarity Electoral Action (AWS) and the
Freedom Union (UW) securing a working majority of 57%. The ratio of AWS/UW in
the Council of Ministers is 5:2 (against 7:2 in the parliament), but many of the leading
posts fell to the AWS. The AWS is the electoral wing of the Solidarity trade union. It
is also an umbrella organisation designed precisely to bring about unity on the
political right. The new government’s objectives include: lower tax rates; higher
expenditure for health, education, judiciary, and public safety; completion of
privatisation; reform of social security; reduction of the budget deficit; combating
unemployment and rural development.

Since September 1989, when the first Solidarity prime minister, Tadeusz Mazowiecki,
was appointed, Poland has had two presidential and two parliamentary elections, a
further seven prime ministers and at least as many governments. In October 1997
Jerzy Buzek became the eighth Prime Minister of Poland since 1989. Jacek
Janiszewski was appointed Minister of Agriculture and the Food Economy.

The frequent changes in the administration do not seem to have greatly harmed
economic growth which continues at a good pace and although the present coalition is
fragmented it has been stable up to July 1998

1.2.3 The Economy

The Polish economy experienced a severe recession in 1990 and 1991. In 1992 the
decline came to an end, real GDP accelerated steadily, averaging an annual growth of
5.3% in 1993-95. The growth rate peaked at 7% in 1995 and in 1997 real GDP
increased by 6.9%. While the 1992 recovery was mainly driven by domestic
consumption, with exports playing a subsidiary role, in 1994 investment took on a
more significant part.
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Table 1.2.3-1 Main Macro-Economic Indicators

1989 1990 1991 1992 1993 1994 1995 1996 1997
Products
GDP %var 0.2 -11.6 -7.0 2.6 3.8 5.2 7.0 6.1 6.9
Gross Agric. Product (GAP) %var 0.9 -0.3 6.8 -12.3 3.0 -9.3 10.7 1.1 -0.1
Share of Agric. in GDP (%) 12.9 8.4 6.9 6.9 6.8 6.3 6.4 6.0
Share Food Processing in GDP (%) 6.8 8.2 9.6 9.2 7.2 5.0 6.0
Employment
Share of Agric. (%) 26.7 25.8 26 25.5 25.5 25.4 25.9 26.7
Share of Food Processing (%) n.a. 2.4 2.9 3.3 3.3 3.4
Gross Agricultural Output (GAO) %var 1.8 -5.5 -1.6 -12.7 6.8 -9.3 10.7 1.1 -0.9
of which:
Plant production %var 5.9 -4.9 -2.8 -21.2 23.2 -14.9 12.2 2.1
Livestock production %var -0.5 -5.8 -0.4 -4.1 -11.1 -0.7 8.7 -0.3
Shares of Subsectors
- Crops (%) 57.4 50.6 47.2 51.7 58.1 52.2 58.6 59
- Livestock (%) 42.6 49.4 52.8 48.3 41.9 47.8 41.4 41
Share of Agric. on Exports (%) 14 14.1 16.6 14.6 11.6 12.1 11 11.3 13.0
Share of Agric. on Imports (%) 13.9 8.2 13.5 12.4 12 11.2 10.3 10.7 9.0
Source: GUS, National Bank of Poland, DG II.

Poland's economy continues to grow fast on a sound macroeconomic basis, which
appears to be strengthening further with the implementation of the new central bank
law and the financial strategy of the new government. An extension of the period with
GDP growth between 5 and 7%, which has entered its fifth year, should allow the
government to speed up the pace of restructuring and social reform. Several structural
reform plans have been put forward, but almost invariably they have run into social
unrest and political opposition, even within the government coalition. At the same
time, the flare-up of inflation in the early months of 1998 has triggered wage
increases which appear to be difficult to contain.

Gross domestic product increased by 6.9% in 1997, which is between 1 and 2
percentage points higher than expected by most forecasters a year ago. The rise in
domestic demand was driven by private investment, which in real terms was 22%
higher than in 1996. This was even a slight improvement on the growth of investment
in the previous year, but more importantly from a macroeconomic point of view the
increase in investment was no longer accompanied by a decline in the savings rate.
Private consumption in 1997 grew at the same pace as GDP.

Industrial output rose by 10.8% in 1997, while employment in the same sector fell by
0.7%. The share of the private sector in industrial production increased to 64%, partly
because of privatisation. Construction and assembly output in 1997 was 16% higher
than in 1996. This sector is set for further expansion, following a notable increase in
building permissions. It should be noted that part of construction activity still takes
place in the informal sector. Nevertheless, there is a significant shortage of housing
and, especially in the larger cities, rents for newcomers in the housing market can
easily be higher than the average wage.

1.2.4 Currency
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Poland's official currency is the zloty (zl or PLN) divided into 100 groszy (1 new
zloty is the equivalent of 10,000 old Polish zlotys, that constituted legal currency
before the January lst, 1995). The value of the zloty is linked to a basket of western
currencies, whose weights in the basket reflect their relative importance in Poland's
foreign trading transactions; the basket is made up of the USD (45%), the
Deutschmark (35%), the British pound (10%), the Swiss franc (5%) and the French
franc (5%).

1.2.5 Trade

Polish trade has been reoriented since the beginning of the economic transformation
process in 1989. The major structural change in Poland’s trading relationship is due to
the collapse of the COMECON-trading block. In 1997, Poland exported 64% of total
exports to the EU and imported 64% from the EU. Poland is the seventh trade partner
for the EU. More recently however, Polish exports to Central and Eastern Europe and
Russia has rapidly expanded (presently 20-24% of Polish exports).

The changes in the direction of trade have been accompanied by shifts in the products
exchanged. The emerging export pattern with the EU includes a growing importance
of wood and timber products, declining importance of fuel and minerals and a sharp
fall in the role of food and agriculture. In comparison, imports of machinery,
equipment and chemical products from Western suppliers have grown sharply.

In the second half of 1997, exports began to grow as fast as imports. This favourable
development, together with the growth in GDP, kept the current account deficit away
from Poland's self-declared danger zone of 6-8% of GDP. The likelihood that the
current account deficit will end up in this range in the years to come has diminished.
The deficit in 1997 amounted to $4.3 billion – or 3.2% of GDP – which is much better
than expected during most of last year. It is also comfortably financed by an
increasing inflow of foreign direct investment, which amounted to $6.6 billion in
1997.

One uncertainty is the surplus in unrecorded trade, which appears to be on a declining
trend, although it still amounted to slightly more than $6 billion (or 4.5% of GDP) in
1997, according to the data of the National Bank of Poland (NBP). The surplus is
supposed to be related to "tourist" trade across the borders with Germany, Russia
(Kaliningrad), Belarus and Ukraine. The “foreigners law”, which entered into force on
1 January, introduced stricter controls and visa regulations at Poland's eastern borders,
partly in anticipation of the future obligations of EU membership. Although the
implementation of the new law was softened in response to the initial confusion and
protest of traders, there are indications that truck traffic across some of the eastern
borders is increasing and that at least part of the previously unclassified and informal
trade is now officially recorded.

1.2.6 Prices

The year-on-year rate of consumer price inflation in May 1998 was 13.3%, still down
from 14.2% in February 1998. Inflation now appears to be back on course to fall to
single-digit figures by the end of this year, starting from just over 13% at the end of
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1997. However, the inflationary expectations fuelled by the short-lived rise in
inflation in the first two months of the year have already generated real wage
increases of 6% in the business sector – far in excess of the 3.2% assumed in the
government budget for 1998. This has cast doubt on the ability of the tripartite
commission to contain such wage increases. The government has announced plans to
publish a list of the state-owned companies which have allowed excessive wage
growth in recent months.

As was widely expected, the NBP's monetary policy committee decided at the end of
February to reduce the monthly devaluation of the zloty against a basket of currencies
to 0.8%. At the same time, it widened the band of exchange rate deviations from the
central rate to 10% on either side. Since then, the zloty has been bumping up to and
over the old 7% band. During 1997, the NBP intervened intra-marginally when the
zloty rose to more than 2% above the central parity and attempted to increase the
downward risk by allowing for larger fluctuations below the central rate in the rare
occasions of downward pressure. The continued inflow of foreign portfolio capital in
the early months of 1998 was no surprise, given that the return on Polish treasury bills
in terms of Deutschmarks was about 16%.

1.2.7 Public finance

In March 1998, the Ministry of Finance presented its Medium-term Financial
Strategy, which includes the best possible estimate of the general government deficit
in accordance with EU definitions. This deficit was 3.1% of GDP in 1997 - high
considering Poland’s rate of economic growth. In the medium-term strategy, it is
assumed that the deficit will be eliminated in 2003. The bigger challenges are,
however, the reduction of government expenditure and taxation and the envisaged
shift between expenditure categories. Poland currently has a large and growing public
pension bill. While the dependency ratio of retired people to the working population
will be stable for the next seven or eight years, the demographic situation will
eventually place a strain on the resources available. The proposals unveiled in 1997
for a new three-pillar pension system are due to start in 1999. Workers will be
required to top up their state pensions with compulsory contributions to private
schemes.

1.2.8 Administration

Representatives at all three levels of government the 16 new voivods or provinces,
392 new powiats or districts and the 2483 gminas or communes will be elected and
local authorities will receive greater responsibilities, including financial ones. At
present, the budget of all local administrations combined amount to 6% of GDP. The
reform, to which the new government is firmly committed, would shift 10% of GDP
from central to local and regional authorities, so that with time both levels would have
budgets of approximately the same size.

1.2.9 Unemployment

Although the regional distribution of unemployment remains uneven, the differences
have been diminishing and the rapid fall in unemployment in recent years has been
widespread. The unemployment rate in the country as a whole fell from 13.2% at the
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end of 1996 to 10.5% at the end of 1997. In urban areas such as Warsaw, Krakow or
Poznan, unemployment is very low (3%), but rates of more than 25% are observed in
the Northern part of Poland, where state-owned farms have collapsed and obsolete
factories have closed down. Employment increased by 0.6% only in 1997, which
corresponds with about 95 thousand jobs. The largest part of these jobs was created in
the services sector. The discrepancy between the net inflow into the employed labour
force and the outflow of registered unemployed can be explained by the fact that there
is little incentive to register since unemployment benefits are low and 70% of the
unemployed do not receive benefits at all.

Diagram 1. The New Voivodships (July 1998)
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1.3 Agriculture in the economy

1.3.1 Share of agriculture in the economy

The contribution of agriculture to total GDP is falling though still relatively important at
6.0% in 1996 compared with 12.9% in 1989 (Table 1.3.1-1). While not suffering the
same depression as the GDP in 1990 and 1991 it has suffered from drought in 1992 and
1994 and has not grown at the same speed as the rest of the economy subsequently.
Since the beginning of the transition, agricultural recession has been caused by an
unfavourable development of the terms of trade and reduced production, mainly in the
livestock sector. The agricultural labour force still holds a 26.7% share of the total
employment. This high figure is inflated by a certain amount of underemployment and
hidden unemployment in rural areas. Nevertheless, this important difference between
GDP contribution and persons employed in agriculture indicates very low labour
productivity and reflects the importance of part-time farming.

Table 1.3.1-1. Agriculture in the economy

1989 1990 1991 1992 1993 1994 1995 1996 1997
Products
GDP %var 0.2 -11.6 -7.0 2.6 3.8 5.2 7.0 6.1 6.9
Gross Agric. Product (GAP) %var 0.9 -0.3 6.8 -12.3 3.0 -9.3 10.7 1.1 -0.1
Share of Agric. in GDP (%) 12.9 8.4 6.9 6.9 6.8 6.3 6.4 6.0
Share Food Processing in GDP (%) 6.8 8.2 9.6 9.2 7.2 5.0 6.0
Employment
Share of Agric. (%) 26.7 25.8 26 25.5 25.5 25.4 25.9 26.7
Share of Food Processing (%) n.a. 2.4 2.9 3.3 3.3 3.4
Gross Agricultural Output (GAO) %var 1.8 -5.5 -1.6 -12.7 6.8 -9.3 10.7 1.1 -0.9
of which:
Plant production %var 5.9 -4.9 -2.8 -21.2 23.2 -14.9 12.2 2.1
Livestock production %var -0.5 -5.8 -0.4 -4.1 -11.1 -0.7 8.7 -0.3
Shares of Subsectors
- Crops (%) 57.4 50.6 47.2 51.7 58.1 52.2 58.6 59
- Livestock (%) 42.6 49.4 52.8 48.3 41.9 47.8 41.4 41
Share of Agric. on Exports (%) 14 14.1 16.6 14.6 11.6 12.1 11 11.3 13.0
Share of Agric. on Imports (%) 13.9 8.2 13.5 12.4 12 11.2 10.3 10.7 9.0
Source: GUS, National Bank of Poland, DG II.

Household expenditure on food (exc. alcohol) declined from 38% in 1986 to around
32.5% in 1997 (34.7% in 1996). Consumption subsidies were substantially cut back after
the economic transition making food more expensive, however at the same time, prices
for other consumption items like gas, rents, water etc. also increased considerably. In
recent years the economic growth means households have more to spend on non food
items. The structure in food consumption has changed since transition. Per capita
consumption has increased for fruit and vegetables, vegetable oils, bread and other grain
products, but declined for meat, milk, butter and eggs. Recent trends however are for
these latter animal products to increase again including cheese. Relatively stable
consumption can be observed for potatoes and, since 1992, for sugar. There is a visible
trend for differentiated food consumption patterns in which quality aspects and
processed food products are gaining importance.
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The degree of self sufficiency for main products is still close to 100% which is partly
due to reduced consumption levels as a consequence of decreasing real incomes over the
last five years. Some goods like fresh and processed fruit and vegetables, live animals
and sugar are also destined for export markets, whereas for others like grain maize,
durum wheat, protein feed, raw tobacco and food preparations Poland's trade balance
shows a structural deficit. In 1997, agricultural exports represented 13.0% of all Polish
exports and 9.0% of total imports.

1.3.2 Structure of agricultural output

In terms of global production, the average ratio of the value of crop production  to
animal production between 1989 and 1996 has been 55 to 45 (Figure 1). These have
been considerable fluctuations due to livestock destocking in the early 90s, droughts in
1992 and 1994 and the effect of a pig cycle exacerbated by high cereal prices e.g. 1993
and 1996. In 1996, the ratio was 59 to 41 though in the future the trend might move
towards livestock as poultry production increases strongly and milk production recovers.
In terms of marketed production, the ratio is the inverse at 40 to 60 in 1996 as crop
products are used for intermediate and home consumption (Figure 2).
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Figure 1. Selected products in agricultural output.
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Figure 2. Share of selected agricultural products in total production and in
product marketed.
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2 AGRICULTURAL AND RURAL SOCIETY

2.1 Agricultural production and consumption

2.1.1 Land

2.1.1.1 Land Use

Of the 31.3 mio ha total area in Poland, 59% was Utilised Agricultural Area (UAA) in
1996, amounting to 18.5 mio ha (Table 2.1.1-1 and figure 3)). Forests and forest land
account for 8.8 million ha or 28 % of the country over 80% of this is state owned. As for
“other areas”, 13% of the land surface is under buildings, water, roads and includes other
idle land.

Of the UAA, arable land is by far the most important at 14.1 mio ha, followed by
meadows (2.8 mio ha), permanent pastures (1.4 mio ha) and orchards (0.26 mio ha). The
share of arable land in relation to UAA is around 76 % whereas the corresponding figure
for the EU-15 is 56%.

Table 2.1.1-1. Land use 1996 (‘000 ha)

Country 31269 100% %
o.w. Forest 8814 28%
o.w. Others 3980 13%
o.w. Agricultural land 18474 59% 100%

o.w. Permanent grassland/meadow 4125 22.3%
o.w. Orchards (inc fruit bushes) 262 1.4%
o.w. Arable land 14087 76.3%

o.w. Idle land 1799 9.7%
o.w. Cereals (inc maize) 8920 48.3%
o.w. Potatoes 1342 7.3%
o.w. Sugar beet 453 2.4%
o.w. Rapeseed 283 1.5%
o.w. Other industrial 22 0.1%
o.w. Pasture 863 4.7%
o.w. Vegetables 237 1.3%
o.w. Other 170 0.9%

Source: Agric census 1996 GUS 1997 
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Figure 3. Agricultural land use 1996.
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Arable land has been in slow but continuous decline since the 1970s but in the 1990s this
has accelerated to 0.4% year (Table 2.1.1-2). While arable land has lost 1.0 mio ha (-
5.0%) during the period, the area for permanent crops increased by 34%. Permanent
pastures fell by 2.5%.

Table 2.1.1-2. Land use trends 1970 to 1996

1970 1980 1990 1996 1980/1970 1990/1980 1996/1990
Agricultural area 19.5 19.0 18.8 18.5 -0.3 -0.1 -0.3
Arable land 15.1 14.6 14.4 14.1 -0.3 -0.2 -0.4
Permanent crops 0.2 0.3 0.3 0.4 3.6 0.1 0.9
Permanent pasture 4.2 4.0 4.1 4.1 -0.4 0.0 0.3
Forest & wood 8.5 8.7 8.7 8.8 0.1 0.0 0.3
All other land 2.4 2.8 3.0 3.0 1.6 0.7 0.1

Annual rate of change %

2.1.1.2 Land Quality

Soil quality in Poland is classified into six categories. High quality soils – classes I
and II represent only 3.3% of the land area whereas medium quality soils represent
61.1% (Table 2.1.1-3). The soil quality has a substantial impact on the plant
production in the country. The most favourable agronomic conditions are in the south
eastern region, western region, and south western regions (see map on soil quality and
cereals yield). It is in these regions that wheat, sugar beet and rapeseed are important
crops. In central and eastern parts of Poland, the weather and soil conditions are
poorer. Rye and potatoes are the most common crops and it is also here that pig
production has traditionally been concentrated



25

Table 2.1.1-3. Agricultural Land Quality in Poland

Soil value class I II III IV V VI
% of land area 0.4 2.9 22.3 39.8 22.7 11.9

Agronomic index
Total Agricultural
Land

Arable land and
orchards

Meadows and
pasture

Index 0.79 0.85 0.59
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2.1.2 Crops

Total crop value accounted for 59.0% of gross agricultural output in 1996. In
more detail, fruit & vegetables contributed 10.3%, wheat 9.6%, potatoes 10.6%,
rye 4.0% and sugar beet 3.2%.

In 1997, arable land was 14.1 mio ha with cereals accounting for 8.8 mio ha (64%
of arable land). Other important arable crops are potatoes (1.3 mio ha), fodder
crops (1.1 mio ha), sugar (0.4 mio ha), oilseeds (0.3 mio ha) and pulses (0.1 mio
ha) (Figure 4). As much as 1.8 mio ha (13%) of arable land was not planted in
1996. This fallow land was mainly in northwestern regions where the state-
owned farms are concentrated indicating certain problems connected with
privatisation and management of these farm units. It mostly concerns poorer
quality land some of which may eventually be absorbed into afforestation. A
certain amount of this land is also found on uncultivated household plots.

Figure 4. Evolution of arable crops area.
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Poland - Arable crops area % and '000 ha
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2.1.2.1 Cereals

Cereals are grown on around 8.8 mio ha with an average yield of 2.9 t/ha in
the period 1995 to 1997. Wheat is planted on 28% of the cereal area, followed
by rye (26%), barley (14%), triticale (7%) and oats (7%). Wheat with its higher
yield represents 33% of production. Almost 1.3 mio ha are planted to mixed
grains, which are mainly used as animal feed. Total area planted to cereals
has increased slightly in recent years at the expense of oilseeds and potatoes
although oilseeds appear to be increasing again.

Table 2.1.2-1. Total cereals (inc. maize) balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998(f)
area 000 ha 8311 8493 8681 8279 8467 8445 8532 8679 8857 8725
yield t/ha 3.24 3.29 3.20 2.41 2.76 2.57 3.03 2.91 2.87 2.87
production 000 t 26888 27971 27772 19928 23368 21733 25859 25245 25351 25077
stock change 000 t 1457 625 -1636 -756 857 -622 274 2292 -861 -1621
imports 000 t 3591 768 330 3183 804 1767 1945 3428 982 1145
exports 000 t 80 480 1885 93 44 79 268 222 116 84
available for util. 000 t 28942 27634 27853 23774 23271 24043 27262 26159 27078 27759

utilization 000t
feed 000 t 18859 18335 18583 14609 13814 14674 17277 16062 16900 17900
seed 000 t 1892 1910 1816 1860 1870 1856 1919 1990 1961 1960
food 000 t 6517 5564 5704 5788 5934 5800 5815 5815 5812 5805
other 000 t 1674 1825 1750 1517 1653 1713 2251 2292 2405 2094
food in kg/capita kg 172 146 149 151 154 151 151 151 150 150
selfsufficiency % 93 101 100 84 100 90 95 97 94 90

The share of individual cereals in the total has remained rather static over the
whole period 1989 to 1998 (Figure 5). The once expected displacement of rye
will probably remain rather limited, since this crop is less sensitive to weather
changes and it is the most favourable for light and sandy soils, which
predominate in the central plains where precipitation is lowest. Barley shows
a very stable evolution. In the period before transition, yields increased with
an annual rate of slightly more than 2%. Since transition, yields have dropped
below the historical trend but regained momentum so the average for 1995 to
1997 was 3.4 t/ha for wheat, 3.1 t/ha for barley and around 2.5 t/ha for rye
and oats. There may be some increase in yield as the proportion of winter
cereals increases.
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Figure 5. Production of the main cereals 1991-1997.
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Cereal production in recent years has varied between 20 and 26 mio t, which
under normal conditions is roughly in balance with total consumption. Direct
human consumption is fairly static at 5.8 million tonnes (22 % of domestic
use); This is expected to be 73% wheat and 21% rye in 1997/98. Spirits and
brewing have a small impact on overall consumption. Therefore the real
driving force in grain utilisation in future will be animal feeding. In 1996 due
to expensive grains combining with a dip in the pig cycle, feed grains
consumption fell to 16.1 million tonnes. In 1997 this had increased to 16.9
million tonnes as animal production recovered. Growing grain feeding will be
a reflection of a recovery in pig numbers, the upward trend in poultry
production, declining potato crops and some intensification in milk
production. Production and consumption can be expected to develop more or
less in line with perhaps a small surplus.

Grain imports especially of high quality grains are needed each year. The
average since 1994 was 1.6 mio t or 5-7% of production. They are strongly
influenced by trade policy e.g. the high imports in 1996 were due to a decision
to replenish strategic stocks. Any exports have to be at world prices. Trade
does tend to fluctuate substantially though rarely does Poland find itself in a
net export position (1991).
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Table 2.1.2-2. Wheat balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998(e)
area 000 ha 2195 2281 2437 2405 2477 2407 2407 2480 2555 2540
yield t/ha 3.86 3.96 3.80 3.06 3.33 3.18 3.60 3.46 3.21 3.33
production 000 t 8462 9026 9270 7368 8243 7659 8668 8576 8193 8459
stock change * 000 t 1004 310 -991 -661 352 -149 437 1586 -856 -923
imports * 000 t 2565 697 200 764 500 786 1002 2186 320 475
exports * 000 t 4 207 900 27 33 71 223 206 50 75
available for util. 000 t 10019 9206 9561 8766 8358 8523 9010 8970 9319 9781

utilization
feed * 000 t 4324 4137 4351 3543 2991 3302 3700 3500 3820 4420
seed * 000 t 578 602 594 613 607 602 645 675 670 670
food * 000 t 4654 3986 4129 4230 4330 4250 4260 4265 4270 4280
other 000 t 463 480 487 380 430 369 405 530 559 411
food in kg/capita kg 123 105 108 110 113 110 110 110 111 111
selfsufficiency % 84 98 97 84 99 90 96 96 88 86

Table 2.1.2-3. Rye balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998(f)
area 000 ha 2275 2315 2290 2034 2213 2436 2452 2415 2298 2300
yield t/ha 2.73 2.61 2.58 1.96 2.26 2.18 2.56 2.34 2.31 2.33
production 000 t 6217 6044 5899 3982 4992 5300 6287 5652 5300 5348
stock change * 000 t 356 346 -415 -299 281 -375 -83 -100 17 62
imports * 000 t 110 1 20 654 24 17 10 162 2 110
exports * 000 t 12 15 650 32 0 1 33 0 2 3
available for util. 000 t 5959 5684 5684 4903 4735 5691 6347 5914 5283 5393

utilization
feed * 000 t 3770 3440 3610 2682 2417 3209 3600 3200 2650 2800
seed * 000 t 486 477 417 453 458 470 465 475 465 465
food * 000 t 1214 1248 1243 1250 1300 1250 1260 1245 1250 1240
other 000 t 489 519 415 518 561 762 1022 994 918 888
food in kg/capita kg 32 33 33 33 34 32 33 32 32 32
selfsufficiency % 104 106 104 81 105 93 99 96 100 99

Table 2.1.2-4. Barley balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998(e)
area 000 ha 1175 1174 1237 1198 1168 1032 1048 1130 1242 1180
yield t/ha 3.33 3.59 3.44 2.35 2.79 2.60 3.13 3.04 3.11 3.10
production 000 t 3909 4217 4257 2819 3255 2686 3279 3437 3866 3658
stock change 000 t 40 14 -131 41 244 -2 -293 184 135 -321
imports 000 t 627 2 10 754 178 693 448 447 210 335
exports 000 t 0 172 200 21 2 5 8 0 20 3
available for util. 000 t 4496 4033 4198 3511 3187 3376 4012 3700 3921 4311

utilization
feed 000 t 3322 3108 3265 2701 2361 2603 3150 2730 2870 3340
seed 000 t 241 251 245 239 245 231 250 265 280 260
food 000 t 220 241 206 208 210 210 200 200 200 195
other 000 t 713 433 482 363 371 331 491 540 500 510
food in kg/capita kg 6 6 5 5 5 5 5 5 5 5
selfsufficiency % 87 105 101 80 102 80 80 92 100 85
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Table 2.1.2-5. Maize balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998(f)
area 000 ha 51 59 70 56 55 50 48 69 77 65
yield t/ha 4.77 4.91 4.85 3.67 5.32 3.75 4.96 5.05 5.40 4.85
production 000 t 244 290 340 206 290 189 240 350 416 316
stock change 000 t 0 27 0 162 -126 5 120 286 3 -436
imports 000 t 461 68 100 1000 92 255 465 631 450 225
exports 000 t 0 0 15 1 0 0 1 14 2 3
available for util. 000 t 705 331 425 1043 508 439 584 681 861 974

utilization
feed * 000 t 543 253 304 952 429 373 495 605 780 890
seed * 000 t 17 14 13 13 14 11 12 15 13 12
food ~ 000 t 33 40 84 55 49 45 50 45 48 45
other 000 t 113 24 24 23 16 10 27 16 20 27
food in kg/capita kg 1 1 2 1 1 1 1 1 1 1
selfsufficiency % 35 88 80 20 57 43 41 51 48 32

2.1.2.2 Potatoes

Potatoes are an important arable crop in Poland. For a large proportion of the
rural population, potatoes are a semi-subsistence crop used mainly for animal
feed and home consumption with only a small marketable surplus generated.
Although in the last 10 years there has been a significant shift away from
potatoes to wheat and partly rapeseed, potatoes are still Poland's third largest
crop after wheat and rye at 1.3 mio ha in 1997. Because in Poland potatoes are
often grown on poor soils, yields are relatively low and do not exceed 20t/ha
(EU 30t/ha). Production in 1997 is estimated at around 20.8 mio tonnes.

Table 2.1.2-6. Potato balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 (f)
area * 000 ha 1859 1835 1733 1757 1761 1697 1522 1342 1306 1200
yield t/ha 18.50 19.79 16.76 13.31 20.60 13.59 16.35 20.30 15.90 18.33
production * 000 t 34391 36313 29038 23388 36271 23058 24892 27240 20770 22000
stock change 000 t 48 -815 -759 653 -131 965 -325
imports * 000 t 0 39 2 267 13 29 25 35 35 30
exports * 000 t 789 1024 777 788 324 141 122 72 39 100
available for util. 000 t 33650 34512 27504 23521 35828 23911 24470 27203 20766 21930

utilization
feed * 000 t 15727 17760 13872 10070 18604 10764 12798 12774 9058 10000
seed * 000 t 4511 4385 4193 4047 3788 3580 3100 3072 2880 2700
food * 000 t 5421 5646 5474 5708 5814 5244 5209 5214 5155 5100
other 000 t 7991 6721 3965 3695 7622 4323 3363 6143 3673 4130
food in kg/capita kg 143 148 143 149 151 136 135 135 133 132
selfsufficiency % 102 105 106 99 101 96 102 100 100 100

Most of the marketed potatoes (25% of total utilisation) are for table
consumption with the rest going for processing, largely for starch and alcohol
production. Many farms continue to feed potatoes to pigs though the practice
is becoming less widespread. While pig production in 1997 was above 1989
levels, feed use of potatoes in 1997 (half of total utilisation in 1989) has been
reduced by over 30%. Losses at harvest and storage tend to be high. Imports
are small and exports have fallen in recent years, accounting for around 2 %
of production in 1997.
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2.1.2.3 Oilseeds

Oilseeds production consists almost exclusively of rapeseed. In the period
before transition, state-owned farms produced over two-thirds of total
rapeseed. Total area planted to rapeseed declined consistently from 1989 to
1996 except for 1995. In 1995 in response to good prices compared to wheat
the year before, rapeseed production shot up but then fell back. In 1997,
however, the area planted picked up again to 317 000 ha and production to
595 000 t. Indications are that there has been a further substantial increase in
area to 400 000 ha in 1998 which should reduce imports. It is assumed the
crushing capacity will continue to be at least 850 000 t.

Table 2.1.2-7. Rapeseed balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 (f)
area * 000 ha 570 500 468 417 348 370 606 283 317 400
yield t/ha 2.78 2.41 2.23 1.82 1.71 2.04 2.27 1.59 1.88 2.19
production * 000 t 1585 1206 1043 758 594 756 1377 449 595 875
stock change * 000 t 0 -142 81 8 -10 4 -23 -8 77 -43
imports * 000 t 3 0 3 23 17 5 1 374 126 75
exports * 000 t 493 669 556 210 33 9 411 0 0 2
available for util. 000 t 1095 395 571 579 568 756 944 815 798 905

utilization
seed * 000 t 50 87 75 55 43 56 99 33 43 65
processed * 000 t 1096 513 496 524 525 700 845 782 755 840
other 000 t -51 -205 0 0 0 0 0 0 0 0
self sufficiency % 145 305 183 131 105 100 146 55 75 97

Most of the rapeseed grown in Poland is "00" rapeseed (oil for food, meal for
feed). The remainder is destined for non-edible uses (mainly varieties with a
high content of erucic acid).

Since transition, total human consumption of vegetable oils has increased
while that of animal fats has declined. Total vegetable fat production is
forecast at 600 000 t in 1998 compared with 279 000 t in 1990. This, combined
with the reduced production has turned Poland from a net exporter (669 000 t
of rapeseed in 1990) to be a net importer of 271 000 t in 1997. Rapeseed
imports are also supplemented by soya meal as the demand for high quality
feed proteins increases. Soya meal imports doubled from just over 400 000 t in
1993 to over 800 000 t in 1996.

2.1.2.4  Sugarbeet and Sugar

Sugarbeet planting was 400 000 ha in 1998, some 10% lower than 1990 levels.
Record plantings of 453 000 ha in 1996 coincided with good yields that
depressed the market. The sugar yields at 4.9 t/ha in 1997 was around two
thirds of the EU 15 average.



32

Table 2.1.2-8. Sugar and sugar beet balance sheet

Sugar beet 1989 1990 1991 1992 1993 1994 1995 1996 1997 (e) 1998 (f)
area * 000 ha 423 440 361 376 399 400 384 453 419 400
yield t/ha 34.0 38.0 31.6 29.4 39.2 29.2 34.6 39.4 37.5 36.0
production * 000 t 14374 16721 11412 11052 15621 11676 13309 17846 15719 14400
imports * 000 t 0 0 0 0 0 0 50 0 0 0
exports 000 t 0 0 0 0 0 0 0 0 0
available 000 t 14374 16721 11412 11052 15621 11676 13359 17846 15719 14400

Sugar (ref. eq)
production * 000 t 1730 2041 1543 1595 1996 1373 1577 2240 2060 1920
yield t/ha 4.1 4.6 4.3 4.2 5.0 3.4 4.1 4.9 4.9 4.8
yield % sugar 12.0 12.2 13.5 14.4 12.8 11.8 11.8 12.6 13.1 13.3
stock change * 000 t 37 -38 144 11 126 -127 32 81 0 -110
imports * 000 t 13 32 16 70 34 110 54 76 5 0
exports * 000 t 117 356 343 155 370 20 5 513 400 255
utilization 000 t 1663 1680 1360 1521 1786 1336 1620 1650 1665 1670
feed * 000 t 37 37 40 30 10 12 15
food * 000 t 1643 1323 1481 1689 1615 1539 1631
others 000 t 0 0 0 67 -289 69 4
food kg/capita kg 43 35 39 44 42 40 42
selfsufficiency (2) % 104 122 113 105 112 103 97 136 124

Despite some annual fluctuations, Poland is a net exporter of sugar. Export
subsidies are needed and recently Poland has drawn upon “unused WTO
quantities” (see trade chapter) from previous years. Sugar exports have been
helped by the developing exports in confectionery. Since the beginning of the
1990s, domestic demand has been rather stable reaching around 42 kg/head.
The future price and income situation for farmers planting sugarbeet will
depend mainly on the restructuring of the sugar industry and on the
effectiveness of the sugar market regulation (see chapter 3.1). An amendment
to the sugar bill allowed food companies to buy C quota sugar for export
production in 1996/97.

In the campaign 1997/98 it is estimated 76 sugar plants processed 15 million
tonnes of beet to produce 1.9-20 million tonnes of sugar. Low prices meant the
industry lost money in 1997 (estimated 1.9% of revenues). Despite this, by
early 1998 there was still no substantial restructuring activity. Estimates are
that 1630 thousand tonnes will be sold on the internal market as A quota and
113 thousand tonnes will be exported as part of the B regime the remainder of
300-400 thousand tonnes exported without subsidy.

2.1.2.5 Fruit and vegetables

In 1997, fruit was grown on 265 000 ha and vegetables on 291 400 ha,
approximately 90% is produced on individual farms. Although both crops
occupy only 3% of UAA, they account for 10.3% of GAO and 14.4% of
marketed produce.

Fruit

Important fruits are apples, pears, cherries, soft fruits (strawberries, currants,
raspberries and gooseberries).
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Table 2.1.2–9. Fruit production and area

Year
TOTAL 
FRUIT

Total 
top fruit

o.w. 
Apples

o.w. 
Pears

o.w. 
Plums

o.w. 
Sour 
cherries

o.w. 
Sweet 
cherries

Total 
Soft 
fruit

o.w. 
Strawbe
rry

o.w. 
Raspbe
rry

o.w. 
Black/red 
currant

o.w. 
Gooseb
erry

000 ha 000 trees/bushes 000 ha 000 ha 000 trees/bushes
Average 86-89 259 33307 4108 7924 7058 1740 54.6 9.6 63847 12288

1991 276 37409 4344 7521 9741 1880 62.4 11 87481 12574
1996 325 54078 5391 10242 14628 2899 53.6 12.5 81284 12776

Annual change 
1991 to 1996 3.3% 7.6% 4.4% 6.4% 8.5% 9.0% -3.0% 2.6% -1.5% 0.3%

Production '000 t
Average 86-89 1987 1495 1272 57 85 57 85 492 283 31 139 39

1991 1873 1365 1145 53 67 80 16 509 263 32 169 42
1996 2672 2249 1900 55 117 127 35 423 160 40 165 41

Annual change 
1991 to 1996 7.4% 10.5% 10.7% 0.7% 11.8% 9.7% 16.9% -3.6% -9.5% 4.6% -0.5% -0.5%

In 1996, total fruit production amounted to 2.7 mio t of which 1.4 mio t (52%)
were processed into fruit juices, frozen fruits and canned products. Poland is
a significant exporter of both fresh and processed fruits. In recent years, fruit
exports (in fresh fruit equivalent) accounted for an average of 40-50% of fruit
production in Poland. The principal exports are apples, soft fruits and
processed products, frozen soft fruits and condensed apple juice. Domestic
consumption of both home-grown fruit and vegetables has increased but was
also stimulated by competitive imports of tropical and Mediterranean fruits
and juices.

Figure 6. Processed fruit production.

Processed fruit production in 1986-1990 and in 1997 ('000 t)
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Vegetables

The most important vegetables are cabbage, cauliflower, onions, mushrooms,
tomatoes, cucumbers, carrots and beets. The share of processed products in
total vegetable production (5.9 mio t in 1993) is relatively low, reaching
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around 5%. Poland is also a net exporter of fresh and processed vegetables.
The share of these exports (in fresh vegetable equivalent) is approximately 5-
7% of domestic production, much lower than the figure for fruit.

This situation is linked to the structural deficiencies in the processing
industry, which faces severe liquidity problems finding it difficult to
modernise production lines by implementing new technologies. Additionally,
processing units, which are primarily in the hands of state enterprises and co-
operatives, are not likely to be able to reduce the long delay of payments to
farmers who consequently are more interested in selling their products
directly to private companies and foreign buyers.

Table 2.1.2–10. Vegetable production ‘000 t

Year

TOTAL 
VEGET- 
ABLES

Field 
vegetables

o.w. 
Cabbage

o.w. 
Onions

o.w. 
Carrots

o.w. 
Beetroot

o.w. 
Cucumber

o.w. 
Tomato

o.w. 
Cauliflower

In Glass-
houses

o.w. 
Tomato

o.w. 
Cucumber

Average 86-89 5801 5501 1717 552 738 477 380 448 230 300 165 100
1991 6019 5737 1848 670 842 553 463 450 254 282 159 103
1997 5413 5078 1811 612 800 500 328 205 267 335 207 102

Annual change 
1991 to 1997 -1.8% -2.0% -0.3% -1.5% -0.8% -1.7% -5.6% -12.3% 0.8% 2.9% 4.5% -0.2%

2.1.2.6 Other crops

Other crops of economic importance are tobacco and hops. The areas in 1996
were tobacco 18 600 ha (-20% from 1992) and hops 2 451 ha (+22% on 1992).
The production quantities in 1996 for tobacco were 41 5000 t and for hops
3 200 t.
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2.1.3 Livestock

The economic transformation process affected the livestock sector more than
the crops sector. State farms in particular let their livestock production fall
and concentrated on crops. Falling incomes together with the elimination of
consumption subsidies severely reduced meat consumption. The ratio of feed
to livestock prices deteriorated and there was a lack of capital leading to the
liquidation of breeding herds.

Table 2.1.3-1. Livestock numbers (‘000)

1 January 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 (e)
cattle 10733 10049 8844 8221 7643 7696 7306 7150 7303 7380
o.w. dairy cows 4990 4919 4577 4257 3983 3863 3579 3461 3487 3500
pigs 18835 19464 21868 22086 18854 19467 20383 17964 18135 19250
poultry 66188 71512 61307 59443 54680 53330 53618 51740 56300 58500
o.w. lay. hens 51621 48458 41402 38886 36240 36665 38699 41700 42500
sheep & goats 4409 4158 3234 1870 1268 870 713 552 491 490
horses 973 941 939 900 841 922 636 569 515

Pigmeat production avoided the worst depression though there has been
some fluctuation in particular due to high feed prices in some years. Poultry
production was badly affected initially but has more than recovered, a
process that had already started in 1994. Cattle and particularly sheep
numbers were severely cut. The fall in beef production has slowed down in
recent years. For milk, the first sign of a small increase occurred in 1997
whereas sheep and goat meat production in 1997 was less than 40% of that in
1996, much of this still due to destocking.
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Figure 7. Evolution of livestock production
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2.1.3.1 Milk and milk products

There are two major dairy regions in Poland where milk is produced in surplus to
household requirements (high proportion of deliveries). In the Northeast, there is
extensive production of some potential and a traditional dairying area in the Central
West. Milk production is also important in the south east but very little is delivered to
dairies (see following maps).

The structure of dairy farms underlines the importance of this sector on farm income
(Table 2.1.3-2). Some 25% of Poland's milk is produced by almost 1 mio individual
farms holding 1 to 3 cows, 50% of the milk is produced in the category "3 to 9 cows".
Most cows are still milked by hand and half the dairy farmers market less than less
than 7200 litres per year.

Table 2.1.3-2. Dairy herd structure

No. of farms with 
dairy cows 

% of total 
farms

Average no. of 
heads per cattle 

farm
% of the national dairy cow herd in the herd size category

1-2 3-4 5-9 10-19 20-49 50-100 = 100
1309 64.0 2.6 37.5 24.8 23 6.8 1.2 1.2 5.4

Total milk production declined from 16.4 mio t in 1989 to a low point of 11.3 mio t (-
31%) in 1995. The production in 1997 at 11.6 mio tonnes and the forecast 12.3 mio t
in 1998 shows the recovery is well underway. The overall reduction of milk delivered
for processing was even higher (- 45%), having an impact on the delivery ratio which
is only 53% and as low as 30% in some regions. Linked to the small farm size, the on
farm use and direct farm sales for consumption again became more attractive
compared with processing.
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Table 2.1.3-3. Milk and milk products balance sheet

fluid milk 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
dairy cows 000 4990 4919 4577 4257 3983 3863 3579 3461 3487 3500
yield kg/cow 3291 3222 3159 3093 3176 3167 3256 3387 3450 3505
fluid milk prod.* 000 t 16420 15848 14457 13166 12651 12234 11653 11722 12032 12269
stock change* 000 t 0 0 0 0 0 0 0 112 34 0
imports* 000 t 0 8 6 33 32 263 252 265 300 361
exports* 000 t 0 692 0 22 994 867 924 946 1031
available 000 t 16420 15163 14462 13177 12683 11503 11038 10952 11351 11599

utilization
feed 000 t 761 761 1002 961 953 913 701 701 701 670
processing 000 t 8004 6984 6468 5346 5110 4861 4823 5089 5706 5900
food (liquid milk) 000 t 6451 6898 5739 5697 5654 5585 5441 5386 5013 5021
others 000 t 1204 519 1253 1173 966 144 73 -224 -68 7
kg/capita kg 170 181 150 149 147 145 141 140 130 130
selfsufficiency % 100 105 100 100 100 106 106 107 106 106

cheese
production 000 t 454 335 296 286 315 352 354 380 438 455
stock change 000 t 0 0 -17 1 1 -1 2 0 2 -2
imports 000 t 5 13 15 17 12 7 9 7 8 8
exports 000 t 3 20 6 6 6 17 13 18 26 33
available 000 t 456 328 322 296 320 343 348 369 418 432
kg/capita kg 12.0 8.6 8.4 7.7 8.3 8.9 9.0 9.6 10.8 11.2
selfsufficiency % 100 102 92 97 98 103 102 103 105 105

butter
production* 000 t 290 272 248 207 187 160 154 154 171 172
stock change* 000 t 0 -8 -10 17 -5 -9 10 -12 1 10
imports* 000 t 11 4 40 38 20 3 0 0 7 3
exports* 000 t 0 18 8 1 19 8 10 13 2 3
food* 000 t 301 266 291 227 193 164 135 154 175 162
others* 000 t 0 0 0 0 0 0 0 0 0 0
kg/capita kg 7.9 7.0 7.6 5.9 5.0 4.3 3.5 4.0 4.5 4.2
selfsufficiency % 96 102 85 91 97 98 114 100 98 106

skim milk
production 000 t 174 174 145 132 157 112 128 121 121 123
stock change 000 t -3 7 -32 -22 2 3 -3 1 1 -1
imports 000 t 7 0 3 2 2 4 2 5 9 5
exports 000 t 59 72 85 123 125 112 98 77 111 112
feed and food 000 t 125 95 95 34 32 0 35 48 18 17
food 000 t
others 000 t 0 0 0 0 0 0 0 0 0 0
kg/capita kg 3.3 2.5 2.5 0.9 0.8 0.0 0.9 1.2 0.5 0.4
selfsufficiency %

The total number of dairy cows fell from 5.0 mio head in 1989 to 3.5 mio head in
1997. The average yield per cow is approximately 3500 kg/year (EU 5500 kg). The
small size of dairy herds severely restricts investment to improve feed rations,
hygienic standards, milking technology and to increase milk quality. The lack of on-
farm cooling equipment and suitable dairy collecting systems increase the bacteria
counts which do not match Western European standards.

Small dairy farms find it more difficult to comply with the recently introduced
regulations on milk quality. Despite some temporary derogations, the necessary
investment e.g. cooling tanks will be prohibitively expensive and will force many out
of milk production.

More positively, some specialisation of milk production does take place often
stimulated by subsidised credit and a good premium for milk of high quality.
Forecasts indicate that consumption of dairy beverages, cheeses and ice creams will
increase. The genetic potential of the dairy cows is better than the results currently
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obtained and increases in production could come from better husbandry and nutrition
rather than an increase in cow numbers.

Additionally, the Polish government supports the restructuring and modernisation of
the dairy industry and dairy farms. Farms with more than 5 cows and a yearly milk
production of not less than 18 000 l are supported by preferential credits to modernise
and extend their milk production. Preferential credits are also granted to the dairy
processing industry for modernising investments to improve product quality and
marketing.

The dairy industry is expected to develop as production expands, the delivery ratio of
increases, consumption expands and trade develops. Weaknesses are the still rather
poor quality of the milk due to lack of on-farm cooling equipment and suitable milk
collection systems. Compared to Western markets the product range is limited.
Progress can be expected to focus on increasing herd size, better organisation of milk
collection from farms and concentration of investment in the processing industry. The
dairy industry is not very profitable as a whole (see section on food industry), but
some bigger plants have developed while the performance of smaller plants is rather
poor.

Traditionally Poland was not active in the trade of dairy products. Imports of very
attractive foreign dairy products have developed significantly since 1992 but in 1994,
exports expanded and the balance of trade is now positive.

Consumption, in particular of butter, strongly decreased (from 7.9 kg/capita in 1989
to 4.2 kg/capita in 1997) as did liquid milk consumption. However consumption of
cheeses and fresh dairy products is going up.

Cheese imports increased significantly in 1993 but declined from 1994 which
resulting in a net trade surplus of around 10 000 t. From 1994 cheese exports started
to increase to reach 26 000 t in 1997, a net surplus of 18 000 t. Exports of Skim Milk
Powder (SMP) increased to 125 000 t in 1993, and after dipping were back up to
111 000 t in 1997 t. This product represented about 50% of the value of exports in
1996 followed by cheeses and ice creams with a share of around 18% each. Exports of
cheese are mainly Cheddar, Gouda and Edam.

2.1.3.2 Beef meat

Beef is a by-product of milk production in Poland. Nearly all cows are a dairy breed
and 85% are Black and White/Friesians. The average carcase weight is low (189 kg in
1997), despite a large increase in recent years. Output in carcass weight was 720 700 t
in 1989, increased to 856 000 t in 1990 due too massive destocking and has
subsequently fallen to 487 000 t in 1997. The main reason for the decline has been the
difficult situation in the dairy sector. The national specialised beef cattle herd is
extremely small (4500 cows). Most “quality” beef is obtained by crossing dairy cows
with beef bulls and annually some 500 thousand such crosses are bred. Prices are poor
so that despite the export market in live animals to the EU, some 35 % of all calves
born are slaughtered.
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Table 2.1.3-4. Beef balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
cattle 000 10733 10049 8844 8221 7643 7696 7306 7150 7303 7380
imports life 000 0 0 41 160 153 120 13 1.0 7 7
exports life 000 660 1016 642 385 241 354 350 348 384 348
slaughters* 000 3356 3963 3890 3488 3372 3025 2688 2659 2575 2682
average weight kg 215 216 183 157 136 139 156 164 189 182
production* 000 t 720 856 710 546 458 422 419 435 487 489
o.w. indigenous 000 t 862 1075 820 581 470 455 472 492 558 551
balance 000 t 142 219 110 35 12 33 53 57 71 62
stock change* 000 t 3 5 0 -10 0 0 -2 -3 1 0
imports* 000 t 100 2 48 72 50 42 12 25 9 9
exports* 000 t 164 119 95 53 37 41 48 49 63 72

utilization 000 t 653 734 663 575 471 423 385 414 431 426
kg/capita kg 17.2 19.3 17.3 15.0 12.3 11.0 10.0 10.7 11.2 11.0
selfsufficiency (1) % 132 147 124 101 100 107 122 119 129 129
selfsufficiency (2) % 110 117 107 95 97 100 109 105 113 115
First transformation includedSource: IERiGZ
(1) based on "indigenous" production taking into account trade of life animals transformed in carcass
(2) based on production without taking into account  trade of life animals

Beef meat consumption per capita fell from 17.2 kg in 1989 when it was subsidised to
around 10.0 kg in 1995. The downward trend has stopped and some modest recovery
is expected.

The main exports, in particular to the EU, are live cattle up to 300 kg live weight. In
1996, nearly 258 000 calves up to 160 kg and nearly 68 000 animals between 160-300
kg were exported to the EU (nearly 80% to Italy). Live imports of cattle have
undergone a structural change. Although they increased in value between 1995 and
1996 as the number of high quality pedigree cattle increased, the imports of
unfinished cattle - generally from the east - went down ten fold. The unit prices
received for exports of bovine livestock were three times higher than those paid for
imports.

Structural policy for the beef sector involves government help for the establishment of
a high quality beef herd based on local breeds crossed with imported beef breeds.  It is
hoped that the pastures which remain on former state-owned farms can be used. The
government supports the creation of beef cattle farms and imports of good livestock,
with preferential credits and technical assistance. The implementation of the already
approved EU compatible carcase classification system should help to improve the
quality of marketed meat.

Historically, due to the substantial foreign trade in live animal (imports from the east
and exports to the EU), together with substantial calf slaughterings, prime beef
production has had little relationship with cow numbers. Should the beef market
improve, a large increase in production could soon be possible independent of the size
of the dairy herd. The main difficulties for small farms is the necessary investment for
efficient husbandry techniques is prohibitively expensive given the low price of beef.
However for larger farms where unit costs are lower there may well be more potential
especially if there is sufficient low cost pasture.
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2.1.3.3 Pigmeat

Poland is one of the leading pigmeat producers in Europe (equivalent to France and
Spain). However as with other sectors, production is highly fragmented. Some 1 3
million farms are involved in production with an average herd size of 16 (Table 2.1.3-
5).

Table 2.1.3-5. Pig herd structure

No. of farms with 
pigs 

% of total 
farms

Average no. of 
heads per pig farm

% of the national pig herd in the herd size category

1-9 10-19 20-49 50-99 100-199 200-499 500-1000 > 1000

1090 53.3 16.2 13.7 15.4 24.4 14.5 8.5 5 3.3 15.3

Production since 1989 (1.7 mio tonnes) has been erratic, being particularly affected by
drought in 1992 and 1994 and high cereal prices in 1996/97. Production in 1997 was
again 1.7 million tonnes but is forecast to rise substantially to 2.1 million tonnes in
1998. As for quality, most of the pigs slaughtered are quite heavy (110 to 120 kg
liveweight) and do not fully comply with the preferred lean pigmeat in Western
Europe. Given the production structure, the use of modern husbandry and feeding
techniques is difficult which has a negative influence on quality.

Table 2.1.3-6. Pigmeat balance sheet

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 (f)
pig number 000 18546 19605 18835 19464 21868 22086 18854 19467 20383 17964 18135 19250
imports life 000 166 229 377 119 19 54 8 75 19 0 0
exports life 000 0 0 0 2 1 6 8 0 37 67 67
total slaughters 000 19082 20056 20421 19958 22343 23624 22836 19946 22664 23505 20438 23380
average weight kg 91 91 91 93 87 86 83 84 87 86 84 112
production 000 t 1729 1828 1854 1855 1947 2036 1903 1681 1962 2020 1724 2062
o.w. indigenous 000 t 1714 1807 1820 1844 1946 2031 1903 1675 1964 2026 1730 2062
balance 000 t -15 -21 -34 -11 -2 -4 0 -6 2 6 6 0
stock change* 000 t 28 0 30 -30 30 -50 -8 59 0 0 0 10
imports* 000 t 15 6 19 31 37 42 58 110 52 45 45 55
exports* 000 t 63 63 58 41 14 16 17 41 101 178 178 270

utilization 000 t 1710 1772 1845 1814 2000 2012 1936 1810 1914 1887 1591 1857
kg/capita kg 45.4 46.8 48.6 47.6 52.3 52.5 50.4 47.0 49.6 48.9 41.2 48.0
selfsufficiency (1) % 100 102 99 102 97 101 98 93 103 107 109 111
selfsufficiency (2) % 101 103 101 102 97 101 98 93 103 107 108 111
First transformation included Source: IERiGZ
(1) based on "indigenous" production taking into account trade of life animals transformed in carcass
(2) based on production without taking into account  trade of life animals

Pork is the by far most preferred meat by consumers (two thirds of all meat
consumption) and utilisation 2 has remained quite stable over recent years fluctuating
around a level of around 49 kg per capita.

An EU compatible classification system has been applied since 1996 and after 1 year
was applied by 157 companies. Only quality grades E and U are eligible for
intervention.

                                                
2 Utilization does not equate to domestic human end consumption because it is derived from

production plus net trade which only includes pigmeat at the 1st transformation level;
live pigs and further processed pigmeat is not covered.
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The net trade in pigmeat turned positive again in 1995. Some 45 000 tonnes of higher
quality pigmeat are imported annually while recorded exports were 178 000 tonnes in
1997 and half as much again (270 000 t) is expected in 1998. Almost all pigmeat
exports go to Russia and other former Soviet Union States formerly as half carcasses
but now largely as processed products. The net trade of pigmeat is substantial at
133 000 t in 1997.

2.1.3.4 Poultry

Poultry meat production fell from 383 000 tonnes in 1989 to 306 000 tonnes (-20%)
in 1993 due to a severe depression in the sector. In the wake of major organisational
changes and privatisation of the poultry and feed industries, the production of poultry
meat and eggs has been increasing since 1994. Much of this has involved investment
in large production facilities and in feed production technology. Production is
expected to grow 20% per year between 1996 and 1998. The main objectives of the
industry are seen to be increasing the scale, structure and efficiency of production,
particularly through accelerating integration.

Table 2.1.3-7. Poultrymeat balance sheet

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
poultry number 000 59234 63101 66188 71512 61307 59443 54680 53330 53618 51740 56300 58500
total slaughters* 000 232100 250000 259700 233300 242500 228550 213850 268700 266200 329200 308500
average weight kg 1.40 1.39 1.47 1.51 1.40 1.41 1.43 1.24 1.37 1.25 1.69
production* 000 t 325 347 383 352 340 322 306 332 365 410 520 575
stock change* 000 t 8 -17 0 0 19 0 0 0 0 0 5 0
imports* 000 t 0 0 0 3 17 55 74 61 36 45 66 70
exports 000 t 16 23 20 21 17 13 15 15 18 26 38 45

utilization 000 t 318 307 363 334 359 364 366 378 383 429 553 600
food* 000 t 317 307 363 334 359 364 365 382 382 429 548 600
processing+others 000 t 1 0 0 0 0 0 1 -4 1 0 5
kg/capita kg 8.4 8.1 9.6 8.8 9.4 9.5 9.5 9.9 9.9 11.1 14.2 15.5
selfsufficiency % 102 113 106 105 95 88 84 88 95 96 94 96
First transformation included Source: IERiGZ

The current meat production structure is 74% broiler chickens, 6% hens, 16% turkeys,
2% ducks and 6% geese. Turkey production is developing rapidly and duck
production decreasing. The waterfowl market depends largely on exports particularly
geese with the ground-feeding poultry market depending on domestic demand which
at present shows no sign of slowing down. Consumption is expected to rise from 9.9
kg/capita in 1995 to 15.5 kg/capita in 1998.

Since 1992, Poland has had a negative trade balance in poultry meat mainly as a result
of increased imports of chicken cuts from the USA (total imports in 1997 were 66 000
t). These have stabilised recently at around 50 000 tonnes. In 1996, exports of mostly
ducks and geese mainly to the EU rose from around 15 000 tonnes in previous years
to 26 000 tonnes. Despite being 7 times lower in quantity than pigmeat, it exceeded it
in value.

Affected in much the same way as poultry meat, egg production is showing an
important revival. Egg annual production fell from 447 000 t in 1989 to 310 000
tonnes in 1993 (-30%). Production in 1997 had recovered to 428 000 tonnes with a
substantial increase expected for 1998.
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Although household demand is static, there is increasing demand for eggs for
processed products such as pasta, ice cream and confectionery.

Table 2.1.3-8. Eggs balance.

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
animal number* 000 53275 52533 51621 48458 41402 38886 36240 36665 38699 41700 42500
average weight kg 8.3 8.7 8.7 8.7 8.7 8.7 8.6 8.8 9.1 9.2 10.1
production* 000 t 443 457 447 422 362 340 310 322 351 383 428 461
stock change* 000 t 3 2 2 10 -20 -2 -10 -4 2 -15 0 0
imports* 000 t 0 0 0 4 56 58 58 18 3 3 4 6
exports* 000 t 1 3 10 9 1 3 0 0 1 1 0 1

utilization 000 t 445 457 439 427 397 393 359 336 354 370 432 467
hatching* 000 t 22 23 24 21 21 20 20 19 20 21 24 25
food* 000 t 419 430 411 404 375 371 337 315 332 347 407 440
others 000 t 4 3 4 3 2 2 2 2 2 2 1 1
kg/capita kg 11.1 11.4 10.8 10.6 9.8 9.7 8.8 8.2 8.6 9.0 10.5 11.4
selfsufficiency % 100 100 102 99 91 86 86 96 99 104 99 99
Source: IERiGZ

2.1.3.5 Other livestock

The sheep population in 1996 at 551 600 heads was only 13% of that in 1988. The
massive reduction in stock was caused by the lack of a stable market for meat and a
big fall in demand. Big flocks on state-owned farms kept for sheepmeat production
disappeared in line with the break up of these units. Main breeds of sheep are Merino
(43%) and the Polish Lowland (30%). Experts anticipate a gradual recovery in the
population with an emphasis on meat production and encouraging sheep husbandry on
mountain and upland areas. Per capita sheepmeat consumption is low and most
domestic production is exported, either to the Middle East or the EU.

Table 2.1.3-9. Sheep and goat meat balance sheet

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 (f)
animal number 000 4409 4158 3234 1870 1268 870 713 552 491 490
imports life 000 1 0 1 1 4 1 1 0 0 0
exports life 000 888 753 1339 900 687 411 324 269 203 200
total slaughters* 000 1348 1893 1325 1322 783 325 186 103 250 250
average weight kg 17 15 25 17 22 26 33 58 20 20
production* 000 t 22 29 33 23 18 8 6 6 5 5
o.w. indigenous 000 t 37 40 66 38 33 19 17 22 9 9
balance 000 t 15 11 33 15 15 10 11 16 4 4
stock change* 000 t 0 0 -5 5 0 0 0 0 0
imports* 000 t 0 0 0 0 0 0 0 0 0
exports* 000 t 0 0 0 0 0 0 0 0 0

utilization 000 t 22 29 28 27 18 8 6 6 3
kg/capita kg 0.6 0.7 0.7 0.7 0.5 0.2 0.2 0.2 0.1
selfsufficiency (1) % 168 141 237 138 187 226 274 368
selfsufficiency (2) % 101 101 118 82 100 100 100 102
First transformation included Source: IERiGZ

The goat population at a third of the sheep is kept mainly on small farms. The market
for goat dairy products is not particularly stable.

Horses are still an important factor for Polish agriculture and used as a source of draft,
mainly in the eastern parts of the country. The horse population was 973 000 in 1989
and experts expect numbers to be no more than 450 000 in 2000 (-46%). There is a
substantial live export market to the EU, mainly for slaughter. In 1996, this amounted
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to the equivalent of 109 000 heads only around 4 000 of which were for sport or
breeding purposes.

2.1.4 Forestry

In Poland, forest and woodland accounts for 8.8 million hectares, or 29% of the land
area, compared to 35% for the EU (1996 figures).  The proportion of afforested land
is comparable to that in France or Germany.  Coniferous species account for 80% of
the wooded area, and there is a high proportion of young plantations.

Only a small proportion (17%) of Poland’s woodland area is owned and managed by
private individuals, with the rest under the control of the state forest management
service.  When former state farms are sold off or leased, any afforested area is often
transferred directly to the state.  Up to May 1998, 73,000 hectares of forest had been
transferred from state farms to the state forestry service.
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2.2 Agricultural trade

2.2.1 Agricultural trade within global trade

Total exports and imports represented respectively 30.6 % and 19.0 % of GDP in 1997.
The trade balance went negative in 1991 and has since continually deteriorated with the
deficit reaching 14.2 billion ECU in 1997 (Table 2.2.1-1).

Within global external trade, agricultural products (commodities and processed products
from the first 24 chapters of the combined nomenclature) represent a significant part:
13.0% for exports and 11,0% for imports in 1997. Agriculture has maintained its share
of exports but its share of imports is reduced.

Table 2.2.1-1. Trade of all products and agricultural products with all countries

mio current ECU

1990 1991 1992 1993 1994 1995 1996 1997
Annual rate 
97-90 (%)

Exports
All 11251 12028 10183 12067 14524 17504 19258 23132 11%
Agriculture 1495 1992 1490 1430 1757 1919 2173 2933 10%
% agriculture 13% 17% 15% 12% 12% 11% 11% 13%
Imports
All 7485 12528 12288 16070 18171 22209 29172 37367 26%
Agriculture 523 1680 1524 1911 2050 2284 3143 3351 30%
% agriculture 7% 13% 12% 12% 11% 10% 11% 9%
Trade balance
All 3766 -500 -2105 -4003 -3647 -4706 -9914 -14235
Agriculture 971 312 -33 -481 -293 -364 -971 -418
source: CIHZ

Since 1990, total imports have grown at 2.6 times the rate of exports and agricultural
imports at three times the rate of agricultural exports. Following the same trends as
global trade, agricultural trade has increased consistently since 1992 with imports at a
faster rate. As a result, the agricultural trade balance, which was in surplus at 971 mio,
ECU in 1990 became negative at -33 mio ECU in 1992 and deteriorated to –418 mio
ECU in 1997 (Figure 8). The peak in agricultural imports in 1996 was partly due to
unusually large imports of cereals and oilseeds.
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Figure 8. Agricultural trade balance
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2.2.2 Analysis by category of product

Trade in 1996 key products (figures in % of total exports or imports) were:

Firstly exports (in % of value of total exports): on the animal side, live animals (6.4%),
meat and meat products (16.4%) and milk (9.7%) were significant. As regards crops, of
importance were fresh fruit (3.4%), fresh vegetables (2.7%). Among the vegetables,
processed products (34.7%), confectionery (9.5%), fruit products (12.5%) and vegetable
products (5.8%) had large parts. Finally spirits and alcoholic drinks at 8.3%.

As regards imports (in % of value of total imports): animals and animal products are
much less important. In the crops, 1996 was an unusual year as imports of cereals
(18.5%), mostly wheat were unusually high. Also significant were oilseeds (3.8%) in
particular soya, and fresh fruit (7.5%) mostly citrus products. Of crop processed products
(22.2%), particularly important were vegetable oils and fats (3.8%), cakes and meals
(6.4%) and confectionery (3.7%). Of the “other products”, coffee, cocoa and tea (11.6%)
and tobacco (4.1%) have an important share.
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Table 2.2.2-1. Polish exports and imports of agri-food products by partners in 1996
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2.2.3 Analysis by partner

EU-15 is Poland's most important agricultural trading partner. However the EU’s share
is diminishing at an accelerating rate. The EU took 60% of Polish exports in 1989 which
was down to  39% in 1997. As regards Polish imports, the share of the EU was more or
less maintained in 1997, dropping by 1% to 46% though it too seems in decline.

Figure 9. Agrifood trade by partner
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It is the former Soviet Union in second place to which Polish exports have increased
considerably, in particular processed products. With an average share of Polish agrifood
exports of around 24 % in 1992-94, this increased to 44% in 1997, in contrast to the
stagnation of trade with the EU.

CEFTA countries play a minor but increasing role in the Polish agricultural trade,
amounting to a 5.0% share of Polish exports and a 7.0% share of Polish imports in 1997.

2.2.4 Agricultural trade with the EU

The balance was traditionally positive for Poland, but according to official statistics
became negative from 1991 (Figure 10).
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Figure 10. Agrifood trade with the EU
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Agricultural imports from the EU have increased over the period. Particularly important
are animal products (pig meat and “other products”). As regards crops, cereals were
particularly important in 1996 but oils cakes and meals and confectionery are also
significant.

Of agricultural exports to the EU, important products are live animals, animal processed
products, and crop processed products in particular processed fruit products. Total
exports decreased to a low point in 1993 but have since increased as exports of in
particular fresh vegetables, and crop processed products in particular cakes and meals,
confectionery and fruit products have picked up.

2.2.5 Unofficial trade

It is only by using official statistics that a precise analysis of trade can be made.
However, these statistics miss out on unofficial personal imports and exports. According
to some sources, for Poland this trade is most important for agricultural products,
particularly on the German and eastern borders. On Poland’s western border, the trade is
mostly retail in character and preferred exports to the EU are tobacco, meat and meat
products. Some estimates are that the trade on the Western border alone is over 1000
million ECU. The trade on the eastern border is a wider assortment of goods, but the
overall value is even greater. The western border trade can be expected to decline as
price differentials diminish. The overall conclusion is that Poland’s agri-food trade
balance appears to in surplus and the balance with the EU, rather than being –527 mio
ECU in 1997 could well be positive by at least 500 mio ECU.
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Even if the agricultural trade between the EU and Poland could be described as positive
for Poland (taking account of unofficial trade) it seems the balance for Poland has
deteriorated between 1990 and 1997 despite the Europe agreements and the inbuilt
asymmetry that should work in favour of CECs.
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2.3 Farm Structures

The farm size is small and changes in farm structures are rather slow. The average
farm size only increased from 7.0 ha in 1988 to 7.9 ha in 1996 though this is faster
than longer term trends. The number of holdings above 1 hectare went down by 6% to
a total of 2.04 million Table 2.2.5-1). The number of holdings between 1 and 2
hectares even increased slightly. Medium sized holdings up to 15 ha decreased in
numbers and their share of land use. These holdings seem to reduce their land area to
the amount needed to cover their consumption needs and some surplus for local sales.

Table 2.2.5-1. Number and size of individual holdings in 1988 and 1996

Number and size of individual holdings in 1988 and 1996

1 - 5 ha 5 - 10 ha 10 - 20 ha 20 - 50 ha >50 ha
'000 farms 2168 1159 637 372 n.a. n.a.
% 100% 53% 29% 17%
'000 farms 2041 1130 521 307 75 8.9
% 100% 55% 26% 15% 4% 0%

Total land
Avg farm
size (ha)

area (ha) 1 - 5 ha 5 - 10 ha 10 - 20 ha 20 - 50 ha >50 ha
000 ha 15280 3731 5247 6302 n.a. n.a. 7.0
% 100% 24% 34% 41%
000 ha 16141 3403 4237 4650 2249 1602 7.9
% 100% 21% 26% 29% 14% 10%

U.A.A. - Utilised Agricultural Area

Total
farms

1988

1996

1988

1996

distribution (%) of farms according to farm area

distribution (%) of U.A.A. according to farm area

While very small holdings increase slightly, and medium sized holdings decrease in
number and share of land use, the number of larger holdings has increased, partly due
to the demise of state farms. According to projections made by Paszkowski et al 1997
based on the trend of changes in farm structure between 1990 and 1995, by 2005, just
over half of Polish agricultural area would be farmed on holdings of greater than 15
ha.(Figure 11).

This result for 2005 can be regarded the maximum restructuring that will take place
by this date. According to other observers, given that most of the state farm
restructuring has already taken place, the trend will now probably slow down. As a
result, farms >15 ha will probably only have around 40% of the share of agricultural
land at this date at the very most. This forecast agrees with an unpublished estimate of
Paszkowski of around 42% of agricultural land in this  >15 ha category in 2005.
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Figure 11. Number of farms and land use by farm size (1996 – 2005)
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The public view of MAFE is that in the medium term only 400 000 to 500 000 farms
are sustainable. A study by the IERiGZ (Wos) showed that only 200 000 to 300 000
agricultural holdings could generate enough capital to expand. In a survey of farmers
carried out during the 1996 census, only 17.2% of farmers responded positively when
asked if their farm had development potential. Yet given the strong cultural
attachment to “small scale farming” in many areas, typified in south east Poland,
significant changes to the size and number of small holdings cannot be expected. This
phenomenon has a strong social impact. If this population stay attached to their land
on increasingly unsustainable holdings, then important rural development policies will
be necessary.

Another physical handicap to efficient cultivation of plots is the fragmentation of
farms into small plots. Some 43% of farms are split into 4 or more plots and on 45%
of farms, the furthest plot was more than 2 km away (Table 2.2.5-2). As farm size
increases it seems the holdings become increasingly fragmented.

Table 2.2.5-2. Fragmentation of land in Poland in the private sector in 1996

Farms with number of plots Number of farms with distance from
the site of farm to the furthest plot is
(in km):

1 2-3 4-5 6-9 > 10 < 2 2 - 5 5 - 10 > 10
Number of farms 336915 832177 455987 293260 127428 113362

9
669068 163137 79933

% 16.5 40.7 22.3 14.3 6.2 55.4 32.7 8.0 3.9
Przemiany agrarne. Naradowy Spis Powszechny 1996. Warsaw 1997, p.15

2.3.1 Structure of land ownership

Farming was not comprehensively collectivised in Poland (Table 2.3.1-1 and
following maps). Several attempts between the 1950s and the 1980s were defeated as
a result of continuous resistance by the farm population. Successive communist
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governments finally accepted the private farm as the main base for food production in
Poland.

There were some state owned farms however, mainly concentrated in the northern and
western parts of Poland where they made up almost 40% of agricultural land use in
1990 compare with the national average of 18% (as high as 60% of land use in some
voivodships). Although most of this land is still state owned, much of this is now
rented to private managers so that the land managed by the state sector is reduced
from around 20% in 1990 to 7.5 % in 1996 These farms used to be important
employers and had important service activities such as repair shops and grain storage.

Table 2.3.1-1. Total land* use by user

000 ha % 000 ha %
No of 
farms

No of 
farms

Avg land 
area 
(approx)

Avg 
agricultural 
area (author 
estimate)

'000 % ha ha %
Total Polish Land area 31268 31269 3067 100%
o.w. Private 17161 80% 19193 92% 3065 100% 6.3 12%

o.w. Individual holdings 16052 75% 17492 84% 3060 100% 5.7 9%
o.w. Individual farms 15280 71% 16141 78% 2041 67% 7.9 7.0 6%
o.w. Individual plots 772 3.6% 1351 6.5% 1019 33% 1.3 75%

o.w. Co-operatives 839 3.9% 549 2.6% 2.47 0.1% 222.4 203.3 -35%
o.w. Public sector 4276 20% 1572 7.6% 2.0 0.1% 779.6 619.6 -63%

o.w. State farms 4276 20% 1560 7.5% 2.0 0% 798.8 636.0 -64%
o.w. Other land 9832 46% 10504 51% 7%
Total farm land 21437 100% 20765 100%
*Relates to land area (not to the utilised agricultural area). Estimate of agricultural area based on Paszkowski, personal communication.

1988

Change in 
land share 

of each 
category

1996

The co-operatives, like the state owned farms were also concentrated in the mid-
western part of Poland. The co-operative share in land use fell from 3.9% in 1988 to
2.6% in 1996.

Private farms are the dominant feature of Polish agriculture particularly in the centre,
the south and even more so in the east of the country (see following maps). In the
south, non-agricultural income is traditionally fairly well established and agriculture
is a part time occupation for many. However in the central and eastern parts of the
country, this non-agricultural income plays a smaller role. Although the proportion of
land owned privately has only increased slowly from 72% in 1990 to 75% in 1995, in
terms of land use, this has increased from 76% to 82% (Table 2.3.2-1).
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Table 2.3.1-2. Changes in agricultural land use (1970-1996)

Structural Changes in Agrcultural Land (1970-1996)

Percentage of Agricultural Land/ Year 1970 1975 1980 1985 1990 1996

According to Ownership
Total: o.w. 100 100 100 100 100 100
State 15.4 17.2 19.4 18.5 18.4 18.8
Cooperative 1.4 3.1 5.0 3.9 3.9 2.3
Individual 75.1 72.6 69.3 72.1 71.9 75.1
According to Land Use
Total: o.w. 100 100 100 100 100 100
State 15.4 17.1 19.5 18.7 18.6 6.7
Cooperative 1.3 2.9 5.4 4.1 4.0 2.7
Individual 81.0 79.0 74.5 76.5 76.0 82.1
(Source: Paszkowski et al)

Figure 12. Land use by user and farm size by category (1996)
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2.3.2 Land privatisation

From the beginning of the transformation process in the State sector in 1992 to the end
of 1994 the Agency of State Agricultural Property (AWRSP) took over about 90% of
agricultural assets from the state-owned farms. This was mainly land expropriated after
the Second World War and constituted the base to establish the state-owned farms in the
following years. In total, 4.5 mio ha of land (incl. 3.5 mio ha of arable land) was taken
over by the Agency. Up to the end of 1997, the Agency had sold 581 thousand ha of land
with 2 890 thousand hectares remaining in the State Treasury Agricultural property
Stock. This land was disposed mainly through lease with much smaller amounts
disposed through administration, management and perpetual use. The Agency still has to
dispose of 650 thousand hectares on this date (of which only 346 000 ha is agricultural
land. Of the land sold, almost 75% went to natural persons. The State Treasury resources
also comprise premises for processing, agricultural services, storage and trade. At the



54

end of 1997, the AWRSP held assets of 1 900 MECU (including land), an inventory
worth 340 MECU and liabilities of 520 MECU.

Table 2.3.2-1. Land Taken Over into APA Stock and its Redistribution
1992 - 1997 (000 ha)

Total land taken over into APA stock 1 432 3 300 4 232 4 413 4592
of which:

Former state farms 1 369 3 028 3 728 3 741 3752
National Land Fund 59 260 436 538 579
Others 4 12 68 134 262
Land from APA stock redistributed through:

Sale 10 59 124 240 581
Transfer (free of charge) 0 8 21 51 107
Contribution in kind to companies 0 0 7 8 9
Lease 49 900 1 981 2 744 2890
Management 0 2 20 41 106
Administration 0 93 374 333 249
Awaiting disposal 1 373 2 238 1 705 996 650
Source: AWRSP 1997

Land Taken Over into APA Stock and its Redistribution 1992 - 1997 (000 ha)

1992 1993 1994 1995 1997

However, the indebtedness problem still remains to be solved. Accumulated debts
together with the unsolved ownership question constitute the major obstacles in
privatisation of former state-owned farms. Like many co-operatives in the new German
Länder, the future for the large scale State-owned farms very much depends on how
historical debts will be treated, given their influence on economic performance.

At the beginning of the transformation process, based on the Law on Co-operatives of
1990, it was decided to liquidate all co-operative unions, to restore full democratic
independence through obligatory new elections in all primary co-operatives and to make
possible the splitting of existing co-operatives into two or more new co-operative units.
These legal changes resulted in a significant decrease of co-operative membership
creating a serious problem for most of the primary co-operatives and contributing to
their disintegration. The total number of members in rural co-operatives decreased from
7973 in 1989 to around 2 500 in 1996.

To obtain an efficient and truly private co-operative movement compatible with market
economy principles, further changes in the scope of co-operative legislation are needed.
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2.3.3 Family farm income

Methodological note: The results presented here are based on a sample of around
1300 family farm. Unlike the EU 15 Farm accounting data network (FADN) the
Polish sample is self selecting and represents better performing farms than the
average. Up to 25-30% better according to some estimates. The family farm types
represented contribute around 80 % of the production and farm 82 % of the utilised
agricultural area in Poland. To be harmonised with the EU15 FADN approach, the
results have been weighted by region and by average farm area for Poland and by
region, by economic size and type of farming for EU15. In Europe, the weighting
procedure applies only to professional farms. In Poland, it applies to all farms, giving
a higher weight to small farms which are so numerous. The weighted Polish results
presented here may therefore take more account of small farms than the EU 15
results. An alternative approach not used here is to use arithmetic averages of the
sample, which are usually between 2 to 3 times higher3 and in such a way makes the
Polish farm income look nearer to the EU15 farmer income. Given these difficulties,
any comparison between Poland and the EU15 should be made with caution.
Nevertheless, an analysis of the cost and output structure allows interesting
conclusions.

In 1996, the family farms provided an average income equal to 2 500 ECU4, that is 7
times lower than the European average income. This is 8 to 10 times lower than the
German or the French average incomes but closer to the Portuguese family income
observed in 1995 (see table 2.3.3-1).

                                                
3 Because the sample selects mostly market oriented farms, which do not represent the majority of
polish farms.
4 This income is 3 to 4 times higher for farms of more than 15 hectares.
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Table 2.3.3-1. Output, cost and family farm income in Poland compared to EU
15

Poland EU 15
Results in ECU 1996 1995
Utilised Agricultural Area 8.7 32.1
Output (production) 8219 56831
Crop output 4430 25772
Livestock output 3787 28272
Other output 3 2787
Current subsidies 28 8396
Global Output 8247 65227
Intermediate Consumption 4456 31028
 of which farm use 1975 2082
Taxes 144 147
Depreciation 876 7933
External Factors 265 8705
    Wages 133 3978
    Rent paid 57 2315
    Interest paid 76 2412
Family Farm Income 2506 17414
Family Farm Income without Subsidies 2479 9018
Family Farm Income/ ha 288 542
Family Farm Income without Sub./ha 285 281
sources : FADN 1995 and IERiGZ, 1997

The Polish income per hectare, when direct subsidies are excluded (which are low in
Poland), is comparable to the equivalent European or French average family income
and 3 to 10 times higher than Portugal or Germany.

The analysed sample shows small farms, most of them not specialised at all and
typically cultivate several crops and breed various livestock, but on a small scale.

Table 2.3.3-2. Structure of the average Polish farm in 1996

Crops Livestock
- 4 or 5 hectares of cereals - 4 or 5 cattle of which 2 or 3 cows
- 1 or 2 hectares of other crops such as potatoes,
sugar beet and rape

- 10 to 12 pigs

- 2 hectares of forage crops included meadows - around 20 poultry
Source: IERiGZ

The family farms seem to be profitable, giving a return of 30% of global output. But it
is based on two main factors.

• First, approximately 45 % of output is used for intermediate consumption.
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• Secondly, few “external factors” are used, such as wages, rent paid and
interest paid5. These expenses represent 3 % of the output, which is 4 times
lower than in EU15 countries. Levels of depreciation are also low.

The low depreciation and use of credit show a low propensity to invest and combined
with the high intermediate output illustrate the difficulty of modernisation.

Table 2.3.3-3. Use of the global output in Poland compared to Europe

Poland EU15
Structure in % 1996 1995
Global output 100.0 100.0
Intermediate Consumption/Global Output 54.0 47.6
Farm use/ Intermediate consumption in % 44.3 6.7
Taxes/Global Output 1.7 0.2
Depreciation/Global Output 10.6 12.2
External Factors/Global Output 3.2 13.3
    Wages/Global Output 1.6 6.1
    Rent paid/Global Output 0.7 3.5
    Interest paid/Global Output 0.9 3.7
Family Farm Income/Global Output 30.4 26.7
sources : FADN 1995 and IERiGZ, 1997

In reference to all these elements (low capacity for self-financing, high recourse to
farmhouse consumption and farm use, recourse in some cases to external resources,
hidden unemployment), most Polish family farms are characterised by a structural
inertia which seems to continue.

Two further elements also help to explain the maintenance of this farm structure:

Firstly, agriculture serves as employment buffer to the Polish economy. Agricultural
labour productivity in Poland is low compared to other EU countries (see annual work
unit per farm or per ha in Table 4). Secondly, the total household income is higher
than these calculated here due to external resources such as wages from other family
members, pensions and social insurance not accounted for here.

                                                
5 Farmers do not ask for credits because the interest rate is high, and banks are reluctant to lend money
to the agricultural sector. So the alternative is to self-finance themselves, which is limited due to the
level of the released income.
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Table 2.3.3-4. Labour productivity

Poland EU15
1996 1995

Utilised Agricultural Area in ha 8.7 32.1
Annual Work Unit 1.36 1.53
Utilised Agricultural Area/Annual Work Unit 6.4 21
Output (production) in ECU 8219 56831
Output/AWU 6043 37144
sources : FADN 1995 and IERiGZ, 1997

2.3.4 Farming organisations

Poland has an institutional infrastructure with a certain number of agencies managing
different aspects of Polish agricultural policies under the central responsibility of the
Ministry of Agriculture and Food Economy and an emerging structure of farmers’
organisations which play an increasing role in the formulation and implementation of
agricultural policy.

The establishment of the National Agricultural Chamber Council in 1997 has been an
important step in the process of creating a professional agricultural self-government
body in Poland.

There exists a wide range of associations representing the interests of agricultural
producers. The National Council of Co-operatives represents the co-operative farms,
which currently has 19,000 members from all sectors of agriculture. The Federation of
the Agricultural Producers’ Union represents inter-professional organisations, which
cover the basic sub-sectors in Polish agriculture. KZRKiOR (National Union of
Farmers, Farmers’ Circles and Organisations) is a rural trade union and a member of
the post-communist coalition SLD. Between 1989-1997 the organisation was
represented in Parliament. Other influential farming organisations are rural Solidarity
which is represented in parliament in coalition with Solidarity and also Farmers Self
Defence.
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2.4 Rural Development

2.4.1 The regional and rural economy

In Poland there are a few large cities, the three biggest being Warsaw (1.6 million
people), Lodz (0.8 million), and Kracow (0.75 million), surrounded by an extensive
rural hinterland where the majority of Poland’s 38 million inhabitants live and work
in a network of villages interspersed with small towns.  Rural Poland is characterised
by small widely dispersed settlements, with more than 80% of villages having less
than 500 inhabitants.

Using the OECD classification of rural areas6, Poland is revealed as an extremely
rural country, with 38% of the population living in communes with fewer than 150
people/km2 (comparable to France, Greece and Portugal), and 81% of inhabitants
living in “predominantly rural” or “significantly rural” regions7.  These regions
account for 96% of the total land area (the EU averages are 49% of population and
87% of land). The following map on rurality shows that only 3 of the old 49
voivodships, those including the three cities of Warsaw, Katowice and Lodz, have a
population density sufficient to be classified as “predominantly urban”. These
predominantly urban regions account for 19% of total population, which is lower than
in any current EU Member State except Sweden8.  The lowest population densities are
in the central and south-eastern regions of Poland where more than half the total
population live in communes which have less than 150 people/km2.  The average age
of the rural population is higher than in urban areas, largely due to out-migration to
towns and cities in search of work.

The rural voivodships vary greatly in their structure, economy and demography.
Regions where much of the land was previously farmed as large state collective
enterprises (principally in the north and west) tend to have higher unemployment
levels than average as the privatisation of these big farms has led to sharp decreases in
the agricultural workforce, and there are few alternative employment opportunities for
the ex-farm workers.  Whilst the agricultural output of these regions is relatively high,
due to the generally greater levels of technical expertise, commercial management and
productivity on these farms as compared to the very small individual holdings found
elsewhere, the regions as a whole tend to be amongst the poorest in Poland, since
there is little non-agricultural activity outside the main towns.  This tends to create a
two-tier society with great disparities between families with earned income and those
dependent on the state.

In voivodships where farms are much smaller and have remained in private hands
rural dwellers’ activities tend to be more diversified.  Although agricultural income

                                                
6 Based on population densities, where the smallest administrative unit is classified as rural if
the population density is less than 150 people/km2.
7 In the OECD classification, “predominantly rural” regions are defined as those where at least
50% of the total population live in rural communes, and “significantly rural” regions are those where
between 15 and 50% of the total population live in such communes.
8 Luxembourg was not divided into separate regions for the classification.
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levels are very low, it appears that younger farm families often also have other
sources of income, and that due perhaps to the historical structure of small,
individually managed holdings, the labour force is more flexible (although not
necessarily any better trained).  The 1996 GUS Census estimated that only 12% of the
2 million private farms derive their income exclusively from farming.  Older farmers,
who comprise a significant part of the population of these areas due to persistent
outmigration of the young, are frequently entirely dependent upon their farms and
state pensions, and must survive on very low incomes.

Agriculture is the most important source of employment in rural areas, and accounts
for 44% of total employment in the predominantly rural regions, and 22% in the
significantly rural voivodships.  The proportions of the population employed in
industry and services are correspondingly much lower than in the urban areas.  This
extremely high level of agricultural employment (26% for the country as a whole) is
one of the biggest challenges facing Poland as it seeks to modernise and restructure
the agricultural sector without destroying rural communities.

Rural areas have significantly higher unemployment levels than urban areas.  For
example, in 1993, whilst the urban unemployment level was 10.8%, the official
unemployment figure for rural areas9 was 17.7%.  Since 1993 overall unemployment
levels have decreased (the 1997 figure was 10.5%) but rural unemployment levels are
still increasing in many areas, and in some rural voivodships is as high as 30%.  In
addition, hidden unemployment, due to inefficient labour use and under-utilisation of
the available labour on farms, is estimated to be as high as 6-800,000 (approximately
3% of the total potential Polish workforce), so the actual levels of unemployment in
rural areas are considerably higher than the official figures.

2.4.2 Rural handicaps

Rural areas in Poland suffer from a number of constraints which restrict development
and reinforce rural communities’ isolation and remoteness.  The dispersed settlement
pattern makes the provision of infrastructure and services difficult, and lack of access
to transport in rural areas only exacerbates the disparities with urban centres.

The poor quality of rural infrastructure restricts the possibilities for development and
constrains the lives of rural people.  The road network is in bad condition and many
villages do not have a tarmac access road.  Almost 20% of farmers have difficulty in
cultivating their fields due to poor access.  In eastern Poland, nearly 30% of villages
have no paved roads.  For several years the Ministry of Telecommunication has been
implementing a special programme to extend the telephone network throughout rural
areas.  Even so, in 1997 the number of telephones in rural areas was only
approximately 5 per 100 inhabitants.

A major sanitation infrastructure programme for rural areas was instituted in 1994,
but there are still major problems with water quality and sewerage.  Almost half of the
rural population is supplied by wells, 66% of which do not meet drinking water

                                                
9 Using the OECD rural indicators classification, “rural areas” here are defined as
predominantly rural and significantly rural regions.
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standards, principally due to high levels of nitrate and bacterial contamination.  17%
of piped water in rural areas also failed to meet the standards.  Sewerage systems in
rural areas are the subject of considerable ongoing investment, but few villages are
currently connected to mains drainage and 74% of total sewage (human and animal
waste) from farm holdings remains entirely untreated and goes directly onto the land
(In 1993 the total length of sewerage pipelines was less than 3% of that of water
pipelines).  The lack of adequate sewerage facilities is linked to the poor water quality
found in many rural settlements.

A major handicap for rural people, which has knock-on effects throughout the entire
rural economy is access to the education system.  The state system consists of 8 years
of general education from 7 to 15 years of age, followed by attendance at a grammar,
technical or vocational school.  New proposals will change this to 6 years of primary
school, 3 years of junior high and then either 3 years of grammar/secondary school or
two years of vocational school.  In rural areas normally one school catering for all
pupils aged up to 15 is available locally.  Then pupils must travel to a grammar,
secondary or vocational school.  Although tuition costs are met by the state, families
must pay for travel, and frequently also accommodation as it is often not possible to
commute daily from rural areas.  This is an additional burden on the rural population
and significantly reduces the numbers of students who continue their education
beyond the age of 15.  More than half (58%) of all farmers have no secondary-level
education at all, nor any formal agricultural training.

Amongst those who do complete their secondary education, agricultural vocational
schools are the most common choice, as they tend to be the closest and most easily
accessible, but their limited curricula do not offer the best preparation for young rural
people who will have to address the challenges to come.  A report on the agricultural
schools concluded that they should be upgraded to the status of secondary schools,
that their curricula should be broadened to prepare students for a wider range of jobs,
rather than concentrating solely on farming, and that subjects such as marketing and
business management should be introduced.  This report has however not yet been
implemented.

In rural areas, only 2% of the population have a university-level education, compared
to around 7.5% for Poland as a whole, and those working in agriculture are 5 times
less likely to have completed any form of higher education than people working in
other sectors. There are not yet any signs of an improvement in this imbalance as
although rural communes represent 38% of the total population, only 2% of students
currently in higher education come from these areas.

The remoteness and lack of infrastructure of rural communities affects many other
aspects of rural life.  For example, access to health care, both generalist and specialist,
is much more difficult and time-consuming, schools and shops are harder to reach and
offer limited choice, banking, advisory and other professional services are less
accessible.  It is quite simply more difficult for people to meet and so information
exchange and knowledge transmission tends to be slow.  This has important
implications for example in the adoption of new techniques in agriculture where peer
activity plays a key role.
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A considerable constraint which is currently limiting agricultural restructuring and
modernisation is the lack of a full and effective land registry.  At present there are
three separate systems operated by three different ministries, none of which constitute
a complete operational land register containing all the information necessary in a
market economy.  The Ministry of Interior and Public Administration is responsible
for a land register which contains a description of land plots and their “holders” but
does not grant legal title or ownership, and does not cover the whole country in a
consistent fashion. The Ministry of Justice is responsible for the district property
registers which contain details of ownership and property rights, but coverage is
incomplete and out of date (only about 30% of property is currently included).  The
Ministry of Finance holds a fiscal register used to determine property taxes.  In
addition, a fourth ministry, the Ministry of Agriculture and Food Economy, is
responsible for surveys of agricultural land and soil quality and for the calculation of
taxes on rural property.

This complex situation causes problems in the land market, which slows down farm
consolidation and restructuring, results in a lack of collateral to obtain credit for
investment, and creates uncertainties for land managers which affect their long-term
decisions.

In April 1998 the Surveyor General presented a draft programme to modernise the
land registry system and to create an integrated system linking together a Real Estate
Cadastre (containing physical details of property), a Real Estate Register (containing
details of property rights and ownership) and a Fiscal Cadastre (containing valuations
and tax liabilities).  This will provide security for property buyers and sellers, will
facilitate the process of land consolidation, strengthen the financial position of local
authorities and support the operation of the market economy.  It will however take
considerable time and resources to implement the new system.

The current agricultural tax system can also act as a deterrent to economic
development.  Farmers are exempt from income tax, unless they produce certain
specialised crops such as vegetables or mushrooms or also have non-agricultural
activities in addition to farming.  Instead, they pay a “land tax”, equivalent to the price
of 250kg of rye per hectare of agricultural land, directly to the gmina.  The
implications of this are that there is a lack of incentive to diversify or develop more
profitable enterprises, as farmers wish to avoid being reclassified for tax purposes.
The gmina authorities have the flexibility to reduce the tax if they consider that it is
too high for some of their farmers.  However, the rate per hectare must be the same
for all farmers within the gmina, which results in a loss of income for local
government, and a consequent restriction on their activities to the detriment of the
entire community, if the rate is reduced to take account of the poorest farms.  This
system also acts as a disincentive for some farmers to register their land officially, as
they fear becoming liable for more taxes.

There are proposals to reform the agricultural tax system, by switching to a method
based on income level rather than a flat-rate for farms of more than 50 ha from the
year 2001.  In addition it is proposed to introduce value-added tax on agricultural
output from 1999, which would permit farmers to reclaim tax on their purchased
inputs.  One of the barriers facing these reforms (apart from reluctance from the
farming community) is the widespread lack of formal farm accounts.  Projects have
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been set up, operated through the voivodship agricultural advisory offices, to
introduce farm accounting techniques onto farms.

2.5 Agriculture and the environment

2.5.1 The impact of farming on the environment

In general, agriculture is less intensive in Poland than in most current EU Member
States, and the rural areas support a rich variety of wildlife and range of habitats.
Modernisation programmes, investment and education will also tend to increase the
levels of inputs used, as farmers seek to increase productivity. The MAFE has
recommended that fertiliser levels should be increased to be equivalent to the EU, in
order to ensure equal agricultural production conditions.

Fertiliser use is not spread evenly across the country, with the majority of small
private farms operating at near-subsistence level, using traditional extensive
production methods, whilst larger farms, particularly former state farms are more
likely to use higher input levels.

Livestock farming is an important sector of Polish agriculture, but stocking densities
have declined considerably as a result of the economic transition process.  27% of the
land area is considered to be in a “natural” or “extensively managed” state, with
approximately 11% designated as of international importance.

In certain areas of the country, groundwater pollution resulting from nitrate run-off is
a major problem.  The Agriculture and Water Quality Protection Project, completed in
1996, revealed that farmers have a low level of awareness of the impact of farming
activity on water quality, and also of the harmful consequences of using contaminated
water supplies for drinking, dairy hygiene or food production.  This illustrates the fact
that one of the key risks to the environment from agricultural activity is not the
absolute levels of fertilisers and pesticides used, but environmentally inappropriate
farming practices due to the lack of education of farmers on this issue.  This could be
addressed through the provision of relevant training and advice.  The biggest source
of groundwater contamination, however, remains pollution from rural households
rather than agriculture.

In June 1996, the Agricultural Property Agency signed an agreement with the
National Fund of Environment Protection and Water Economy establishing a financial
framework for the construction of drainage and sewage treatment.  Despite some
success in reducing pollution loads in water, much more investment will be required
to reach minimum acceptable standards across the country.

Soil monitoring carried out by the State Inspection Office for Agricultural Produce,
Purchase and Processing (PISiPAR) since 1995 shows that 2% of soil is contaminated
by heavy metals, and that this pollution is principally the result of industrial rather
than agricultural activity.

Soil quality is not high, and in most areas is acidic, requiring considerable liming in
order to maintain fertility.  Around 1.8 million hectares of arable land were lying idle
in 1997, and there is considerable risk of soil erosion in some areas.  Anti-erosion
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measures will help to address both water quality and the constantly worsening water
balance.

2.5.2 Water resources

The water balance of Poland as a whole is precarious, with the average annual rainfall
of less than 600 mm often insufficient to satisfy agricultural water requirements.  The
situation is most critical in the central part of the Mid–Poland Lowlands, where the
worsening water balance coincides with loss of soil through wind erosion.

Figure 13. The water supplies to farms 1996
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The availability of enough good quality water is a major problem in Poland (see
section 2.4.2).  Only 61% of farms are connected to the main water supply system, the
rest rely on wells.  Nitrate concentrations in about 60% of rural wells exceed both
Polish and EU standards.

Poor agricultural and rural waste management practices contribute significantly to the
deterioration of surface and ground water quality, affecting urban populations which
depend on these sources for drinking water. It is estimated that 90% of the nitrate
pollution in ground water derives from agricultural sources.

Flooding in July and August 1997 caused extensive property damage, but this was
concentrated around the rivers in southern and western Poland and did not
significantly disrupt overall industrial or agricultural production. Only a very small
proportion of agricultural land was under water long enough for crops to be destroyed.
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2.6 Upstream activities

2.6.1 Inputs

In general, the government in Poland does not directly support the production of
agricultural inputs. Subsidies still exist for inputs which stimulate biological progress
in agriculture (certified seeds, seed potatoes, new animal breeds) and prevent further
increases in soil acidity (lime production and transportation). There are also credit
subsidies for input purchases e.g. fertilisers, seeds and pesticides. Of the three types of
subsidised credit available, these latter credit subsidies are the so called “operational
credits”, the planned spending on which has been reduced in the 1998 budget.

2.6.1.1 Fertilisers

After 1990, as a result of lower subsidies for the production of mineral fertilisers and
a worsening price ratio between fertilisers and agricultural products, fertiliser use
rapidly decreased but a recovery is discernible. This decrease was more pronounced
in the state-farm sector than on individual farms. Preferential credits and the improved
price ratios of fertilisers to agricultural products have stimulated the recent increase in
demand. As in most countries, fertiliser use varies from region to region the range in
Poland being 29 to 138kg of Nitrogen, Phosphate and Potassium (N.P.K.) per hectare.
Many producers have maintained their preference for nitrogen (short-term effect) at
the expense of P and K fertilisers (long-term effect). In 1996, the ratio of NPK use
was 1.0:0.4:0.4.

Given the sandy and acidic nature of the soils, lime use is important to maintain good
yields. Although having been economised in the short term, lime use is also
recovering.

Due to  a delayed decision on subsidised credits for inputs in 1998, fertiliser and lime
use may be lower than it otherwise would have been.
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Figure 14. The evolution of fertiliser and lime use
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2.6.1.2 Plant protection materials

As for fertiliser use, the application of plant protection products decreased drastically
between 1989 and 1993. Despite the slow recovery in the use of these products,
current levels are still well below the EU average. In 1997, the supply of pesticides
totalled 8950 tonnes while their application increased from 0.60 kg to 0.63 kg of
active ingredient per ha of arable land and orchard. In recent years it appears that the
areas on which pesticides are used (+13% in 1996) is increasing faster than the
quantity used expressed in tonnes. Herbicides, especially grain herbicides, have the
biggest share of the total supply. Domestic production of pesticides far exceeds
imports, although the import market share is growing.

Figure 15. Pesticide use in Poland
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2.6.1.3 Machinery

The small size of most Polish farms where the fields are often small, irregularly
shaped and scattered makes widespread mechanisation difficult. Before 1990 state
farms and co-operatives cultivated around 19% of farmland and owned more than
50% of domestic machinery in agriculture. However, by 1996 the proportion of
private farms purchasing machinery was substantially higher.

During 1987 – 1996, tractor ownership increased by 26.9%. In 1996, there was 1
tractor per 14 hectares of agricultural land. However only 5.9% of the total number of
tractors were made in the period from 1991 to 1996.

Concentration of production in the machine industry is declining. In 1996, there were
approximately 400 domestic producers of machinery, including state factories and
newly developed medium and small-scale units often based on joint venture with
foreign capital. The state-owned Agromet-Motorimport company is the largest Polish
exporter and importer of farming machinery.

In the period from June 1996 to June 1997, prices for some agricultural machinery
such as potato harvesters, combine harvesters and manure spreaders increased more
than the price index for agricultural products and services. Production and sales of
agricultural machinery during the first half of 1997 declined by 3.0% and 3.2%
respectively, due to the worsening price ratio of agricultural machinery to agricultural
products.

2.6.1.4 Energy

Fuel and energy markets are becoming more stable. The demand for solid fuels is
gradually declining mainly due to the changes in production technologies and more
common use of natural gas in households. According to the 1996 agricultural census,
99.8% of farms have access to 220V electricity whereas 76.6% of farms use 380V
electricity. In comparison, only 14% of all farms are connected to a natural gas
network. Energy prices were gradually raised in real terms during 1990-1996.

At the beginning of 1997, fuel prices were liberalised and there are plans to liberalise
electricity prices within the next few years. At the same time, the excise tax was
reduced for diesel imports. Despite discussions on various proposed subsidy systems,
the issue of fuel subsidies to farmers has still not been resolved.

2.6.1.5 Services

Private units primarily provide agricultural services. The only exception is
insemination services, which are provided by public bodies.

Since 1989, expenditure on agricultural services, as a proportion of production costs
has decreased. In 1993, veterinary costs as a percentage of animal production costs
peaked at 2.7% and since then have marginally fallen.
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In 1996, despite a substantial price growth, the supply and demand on the agricultural
services market decreased. It is estimated that the value of services purchased by
producers in 1996 (in fixed prices) was higher than 1995, but 8.8% lower than 1989.
In comparison to 1995, the most substantial growth for agricultural services in 1996
was observed in purchases of chemical services (9.0%) and crop harvest services
(7.0%).

Figure 16. Sales of agricultural Services to Individual Farms 1996
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2.6.1.6 Seeds

Prior to 1989 the seed market was dominated by state-owned enterprises under the
management of one centrally-controlled organisation. Since then some enterprises
underwent privatisation or transformed into commercial joint-stock companies.
Currently there are over 5,000 enterprises involved in the market.

The number of registered seed varieties, primarily foreign seed varieties is constantly
growing. There has also been an increase in the acreage planted with certified seeds.
Unfavourable weather conditions in 1996 resulted in a slight reduction in production
and market deliveries. Consequently, foreign trade of certified seeds declined with
seed imports exceeding seed exports.

In comparison, the vegetable seed market is more favourable than the agricultural
seed market. Vegetable seed production is increasing. The domestic market remains
in equilibrium, whereas foreign trade in vegetable seed is growing.

2.6.2 Banking system

Poland is probably one of the most under-banked countries in Europe. The ratio of
bank deposits to GDP is only around half that of the Czech Republic, Spain and
Portugal. There is still a high degree of State ownership. The challenge for Poland
over the next few years is to privatise and restructure the sector  to compete with
international banks when the market opens in 1999. The banks are small in Western
terms and are subject to geographical and sectoral segmentation. Forced
consolidation/merger is the subject of much debate.

BGZ SA (Bank for Food Economy) and the co-operative banks dominate rural
finance. BGZ is majority owned by the government. It is financially troubled due to
bad loans and is now supported by deposits of some co-operative banks and
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restructuring bonds from the Ministry of Finance. The 1994 co-operative banking law
plans to make BGZ the national apex of all co-operative banks, a second tier of 9
regional banks, with 1322 (third quarter 1997) co-operative banks at the base of the
pyramid. This will reduce the direct involvement of BGZ in lending, a trend which is
already apparent.

However the restructuring strategy is not clear and seems to be progressing slowly.
While many of the co-operative banks are increasing their profitability, others face
difficulties which are made worse by the problems in the agricultural, agrifood and
co-operative sectors. The most important problems seem to be lack of capital, poor
organisation, fragmentation and the low value of most of the lending transactions.  In
the first three quarters of 1997 there were 3 bankruptcies and 57 consolidations.
Nevertheless, overall the situation is improving.

2.6.3 Credit to the agricultural industry

Polish farmers use relatively little debt in their farming operations10 and rural
businesses generally use their own funds to finance investments.

There are close linkages between banks and Agency of Restructuring and
Modernisation of Agriculture (ARMA) which distributes some subsidised credits to
agriculture via banks. Credits to agriculture is (rather was) the speciality of Polish
agriculture policy and preferential credits are (were) the main instruments of this
policy. Some 75% of credits to the agricultural sector are subsidised. Until the end of
1997 ARMA offered almost 40 credit lines for different purposes. About half the loan
volume was for purchasing crops after harvest which some experts consider could be
replaced by a developing reliable warehouse receipt system. The system was also
criticised for indirectly supporting the banking sector and for subsidising projects of
lower viability.

Table 2.6.3-1. The number and amount of investment credits granted 1994-1996

number mio zl
000 % of total % of total

Total 110.8 100% 3,539.7 100%
of which
Basic investment credits 52.2 47.1% 1,680 47.5%
Credits for young farmers 26.3 23.7% 1,009 28.5%
Credits for land buying 22.9 20.7% 261 7.4%
Branch and regional credits 8.2 7.4% 514 14.5%

The situation of agriculture crediting is set to be completely changed because in the
1998 budget ARMA is offering only 8 lines of credits

• land purchasing,
• restructuring and modernisation of milk sector,
                                                
10 Equity financing accounts for about 97.6% of investments, even for farmers with more than 25 ha.
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• young farmers, younger then 41 years - for setting up new farms and equipping
existing ones,

• creating and equipping farms within the programme settlement of farmers on the
State land,

• investment credits,
• creation of new labour stands (places of work),
• programme for group exploitation of machines,
• production reinstallation on the areas affected by disasters.

According to the 1998 budget, the cut for agriculture and credit subsidies is
substantial. However a combination of budget payments and own resources should
make sure that ARMA can bear the payments for investment credits borrowed before
the end of 1997. The so called “operational” credits e.g. purchase of seeds and
fertiliser fare the worst. The 1998 budget for this line is 133 mio ECU compared with
163 mio ECU in 1997. While this cut was welcomed in some quarters (Ministry of
Finance), others feel it is too sharp and could slow down modernisation trends.
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2.7 Food industry

In 1996, the average employment in the food industry was 462 000. The food industry
accounted for 6.0% of GDP in 1997. Large enterprises of above 50 people employed
75% of the total. In recent years the number of small and medium sized enterprises
(SMEs) has increased, a trend favoured by the government. Of the 1481 enterprises of
more than 50 people, 22 % were in dairy production 21% in meat production and
processing and 10% in fruit and vegetable processing. Labour productivity is
considerably lower than in western Europe which indicates that technical adjustment will
be necessary in the coming years.

2.7.1 Privatisation and restructuring

Before 1989, the Polish food processing industry was part of the centrally planned and
organised economy. The program for restructuring since 1989 was instrumental in
liberalising prices and reducing market controls and more recently has been successful in
transferring ownership of the state-owned industries into private property Table 2.7.1-1
and figure 17). The sales of state enterprises were only 7.5% of the total sales in 1997.

Table 2.7.1-1. State of food industry privatisation at the end of 1996

Privatisation process followed or result

Enterprises Completed
In the 

process
Voucher 

programme Liquidation

Liquidation on 
base of 

Parliamentary 
Act Bankruptcy

% % % % % % % %
Meat 10 15% 2 3% 22 32% 8 12% 4 6% 7 10% 15 22% 68 100%
Poultry 5 16% 15 47% 10 31% 2 6% 32 100%
Sugar 1 1% 57 72% 10 13% 6 8% 3 4% 2 3% 79 100%
Potatoes 1 8% 3 23% 3 23% 3 23% 3 23% 13 100%
Fruit + veg 1 2% 1 2% 4 10% 12 29% 10 24% 6 14% 8 19% 42 100%
Cereals 5 6% 19 23% 16 19% 10 12% 8 10% 25 30% 83 100%
Oils 3 38% 1 13% 2 25% 2 25% 8 100%
Freezing 0% 1 3% 3 9% 2 6% 2 6% 5 16% 19 59% 32 100%
Confectionery 4 19% 2 10% 7 33% 8 38% 21 100%
Concentrates 3 33% 6 67% 9 100%
Breweries 10 33% 2 7% 2 7% 14 47% 2 7% 30 100%
Spirits 26 100% 26 100%
Tobacco 4 57% 3 43% 7 100%
Feed 6 21% 11 38% 3 10% 3 10% 6 21% 29 100%
Other 3 5% 26 45% 29 50% 58 100%
Total 40 7% 71 13% 67 12% 132 25% 87 16% 34 6% 106 20% 537 100%
source: MAFE and own calculations of URBAN.

State 
enterprise Total

There has been enormous investment in the industry (see later section) but some parts
are still neglected, particularly the first stage processing sector. Despite the introduction
of state of the art technology on green field sites, it is estimated that the average
technological lag in the entire food processing industry still amounts to over 10 years.
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Figure 17. Proportion of the food industry in the private sector
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Measured by the number of people employed, the average share of foreign ownership
in the industry was 5.9% at the end of 1996. The largest shares were in the production
of oils and fats (17% of those employed), production of animal feed (12.7%),
production of beverages (10.5%) and the processing of fruits and vegetables (9.5%).

Profitability in the industry tends to be greatest for highly processed items,
particularly alcoholic beverages and confectionery. The tends in profitability shows
that by 1996 the industry had turned around from the situation in 1993 with the
potato, fruit and vegetable and sugar sectors all showing much better results (Figure
18).
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Figure 18. Profitability of the Food and Drinks industry
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2.7.2 Investment

Since economic transition, of foreign investments in industry of over 1 million $ (0.9
million ECU), 24% was spent on the food industry. In 1996, total investment in the
food industry (businesses of more than 50 people) was 1.1 billion ECU, 63% of this
was spent on machinery and technical equipment. By the end of 1997 a total of
around 3.0 BECU had been invested in the industry with a further 1 BECU
committed.

Although the need for modernisation and renewal investments arises in all the agro-food
processing sectors, they are most urgently needed in the processing of the main
vegetable products, storage of fruit, dairies and in the production of compound
feedstuffs. It would be necessary to modernise old slaughterhouses, which were mainly
(65%) established before 1935 and located in the centre of towns. In general, they do not
yet meet western European sanitary, veterinary and environmental standards. Some
progress is also required in dairy production.
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Most of the resources were concentrated on confectionery, tobacco and soft drinks
(Figure 19). As far as foreign capital is concerned 34% was from the USA and 14.5%
from Germany.

Figure 19. Foreign investment in the agri-food industry.
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2.7.3 Future developments

According to a World Bank report in 1997, there are several areas where Polish agri-
industrial enterprises could improve their profitability and competitiveness both
domestically and on foreign markets.

The large number of small farms and the absence of a wholesale marketing system
mean it is very difficult for the processing industry to obtain large shipments of
standardised raw materials. This is particularly true of milk, cereals and fruit. There is
presently not enough reliable information on the quality attributes of agricultural
goods. This will have to change if consumers are to be convinced that Polish products
are at least equal to those of the other countries in quality, safety and environmental
impact. Growing compatibility with the pertinent EU directives is a crucial part of this
process. The report further identifies pressures to further differentiate consumer
products and pressures for mergers and acquisitions. This latter pressure will be
particularly high for undifferentiated products where economies of scale might be
important e.g. sugar and dairy processing.
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3 AGRICULTURAL AND RURAL POLICIES

3.1 Agricultural market policy

3.1.1 Agricultural Price Policy and Price Developments

In Poland, market mechanisms were introduced six months earlier in the agricultural
sector than in the rest of the economy. Most of the administrative limitations to
procurement and marketing of agricultural products had already been phased out by 1st
August 1989. The second stage of price liberalisation took place in January 1990. From
this date price controls and the buying-in monopoly of the State ceased to exist giving
the possibility of free price arrangements for farmers and food processing industries.
However, farmers continued to deliver some of their production to public procurement
organisations using the existing marketing infrastructure and secure contract prices.

As a consequence of the drastic transition measures, mainly from price liberalisation and
the parallel reduction of consumer subsidies, hyperinflation occurred, particularly in
autumn 1989 and January 1990. Expectations of higher prices led to delayed sales of
agricultural and processed food products; consequently, supply shortages emerged
despite sufficient production. This brought about consumer price increases on the now
liberalised markets. For that reason the Polish government brought in price stabilisation
measures by selling relatively low priced food from stocks and food aid, this broke the
steep inflation trend.

Due to the fact that inflation could not be stopped immediately and given the increasing
deterioration of the terms of trade for agriculture between 1989 and 1991 (see table
3.1.1-2), the government had to increasingly concentrate on agricultural income
problems rather than stabilising short-term market fluctuations alone. For this purpose it
established the Agency for Agricultural Markets (ARR, see annex for more details) in
mid 1990. From this date the ARR is responsible for market intervention in agriculture,
focusing on market stabilisation and support of farmer's income. Market intervention is
mainly realised through intervention purchases or sales of goods. The Agency is also
responsible for holding the State's reserves of food and agricultural products. The
activities of the ARR are primarily financed by the budget. Own revenues stemming
from sales of intervention products cover another part of its expenditure. In 1997, the
ARR received 329,8 mio PLN (89,6 mio ECU) from the government to cover the
outlays on its intervention purchases and for the management of its stocks. Of this
amount, most was destined to finance the holding of State reserves.

As shown in the following table (table 3.1.1-1), in 1997 the budget expenditure for the
agricultural sector amounted to 3,4 bio ECU (9,8% of the total budget expenditure). By
far the biggest part (72%) of agricultural budget expenditure is destined for the farmer's
social security system.
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Table 3.1.1-1. Total budgetary expenditure associated with agro-food policies

in mio PLN in mio ECU
1991 1994 1997 1998 1991 1994 1997 1998

Price and income support 186 349 331 325 142 129 89 83
Reduction of input costs 326 522 1 248 1 311 249 193 336 337
General services 344 790 1 384 1 277 263 293 372 329
Education, culture and art 92 257 546 617 71 95 147 159
Social measures (pension fund) 1 510 4 809 9 011 11 080 1 154 1 784 2 422 2 850
Total agriculture 2 458 6 726 12 521 14 609 1 879 2 495 3 366 3 758
Total budget expenditure 24 186 68 865 127 554 143 441 18 489 25 546 34 289 36

896
Share of agric. in total
expenditure

10,2 9,8 9,8 10,2 10,2 9,8 9,8 10,2

Source:  Own calculations based on Budget Law

The stabilisation activities of the ARR apply to wheat, rye, butter, skimmed milk
powder, pigmeat and beef, sugar, potato starch and occasionally honey and hops.
However, intervention measures are of more importance for the grain, dairy and pig
meat markets. For market stabilisation, a price range is fixed in which prices are allowed
to fluctuate. If the market prices exceed these limits then direct market intervention or
decisions to apply such measures are made. The ARR can intervene in external trade but
until 1994 this was mainly in the form of import-activities and to a much lesser extent on
the export side. Minimum and intervention prices are of course important instruments
for the stabilisation of "normal" seasonal price fluctuations, but in periods of drastic
market disturbance (record harvests, severe droughts) their stabilising impact could be
judged as relatively low in the context of the available budget and compared with the
impact of border protection.

Table 3.1.1-2. Development of real agricultural prices in Poland from 1986 to 1995

Evolution of prices in real terms (1986 =100)
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Source: Own calculations on OECD data

The amended law on establishment of the ARR and the Constitution of ARR, granted
by the Council of Ministers in November 1996 constitute the basic legal acts to
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regulate the scope and forms of intervention activities of the ARR which are specified
in the “Annual programme of intervention activities”. The Programme comprises a list
of products subject to ARR’s activities, intervention prices and financial resources
required for the intervention.

Starting from 1997 intervention purchases of agricultural raw materials and processed
products by the ARR are carried out in a situation when their average market prices
during two subsequent weeks remain at the level of 90% of intervention prices. The
period when the intervention takes place is as follows:

- wheat and rye - July 15 to October 30;
- butter - May 1 to October 30;
- SMP - June 1 to September 30;
- other products - in periods of market surpluses.

Intervention selling of agricultural products takes place when their average market prices
during two subsequent weeks exceed their intervention prices by at least 10%.

Table 3.1.1-3. Comparison of institutional prices in the EU and Poland

EU SUPPORT PRICES
Effectives support prices Effectives support prices

(green ECU) (market ECU)
ECU/tonne (*) ECU/tonne (*) ECU/tonne (*)

Main Products 1995/96 1996/97 1997/98 1995/96 1996/97 1997/98 1995/96 1996/97 1997/98
Common Wheat 119 119 119 125 128 104.3 135.6 141.3
Rye 119 119 119 123 128 67.5 94.9 98.7
Sugar beet 48 48 48 49 48 25.1
Beef (R3 carcase) 2780 2780 2780 2850 2822 1534
Pigs (carcase) 1509 1509 1509 1242 1229 1440
Raw cow's milk: 3.7% fat 285 285 285 291 288 123 141 147
Skimmed-milk powder 2055 2055 2055 2089 2080 1227 1384 1440
Butter 2954 2954 2954 3008 2989 1595 1624 1760
ZL/ecu exchange rate  3.26 3.54 3.75
Notes
EU Poland
Cereals: intervention price (includes monthly increments) Cereals: intervention price
Sugarbeet: basic price Sugarbeet: procurement price "A" quota
Beef: Avearge support price (80% of the intervention ptrice 3475.0 ECU)
Pigmeat: Grade U carcase basic price Pig: ARR procurement price.
Milk: Average support price (92% of the indicative price of 309.8 ECU/t) Milk: minimum price
Skimmed milk powder (SMP): Intervention price Skimmed Milk powder: intervention price
Butter: Purchase price (90% of the intervention price of 3282 ECU/t) Butter: intervention price

POLAND SUPPORT PRICES
Institutional support prices

3.1.1.1 Cereals

For cereals the government establishes a minimum and a maximum price within which
market prices at the farm gate level can fluctuate. The minimum price:

- is announced before the beginning of the harvest period;
- represents the lower boundary of the institutional price limits;
- is fixed each season as the result of the programme adopted by the government.

The ARR support this minimum price by purchasing at an intervention price somewhat
higher than the minimum price but under a price ceiling defined by the government. In
the first two seasons of application of minimum prices, i.e. 1992/93 and 1993/94, the
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intervention price was fixed at 30% above the minimum price level in the first year and
at 20% in the second year. In 1997, the intervention price ceiling was fixed at 15% of
the minimum prices.

Over the last years the ARR has become a major force in the price formation process
in the grain sector. Intervention is still dominated by direct action, either by the
Agency itself or by its agents (authorised warehouses). In 1994-1996, the intervention
purchase of grain amounted to around 6% of total production and an estimated 12-
13% in 1997. The costs of intervention in grain market amounted to: 0.39 ECU/t and
1.15 ECU/ha in 1994, 2.03 ECU/t and 6.13 ECU/ha in 1995 and 2.12 ECU/t and 6.12
ECU/ha in 199611.

The different forms of intervention applied in 1997 can be summarised as follows12:

- Direct purchases by the ARR for operational reserves

These are purchases by ARR warehouses or by some businesses selected on a
tender basis. In 1997, 264 000 t of cereals (20% of total grain intervention)
were purchased directly.

- Purchases through the system of authorised warehouses

Purchases of grain by authorised warehouses are financed through their own
financial resources or preferential credits which are based on ARR credit
guarantees. These warehouses are obliged to apply the intervention prices and
to store grain for a minimum 3 months. The ARR guarantees repurchase of
grain provided that the warehouse after a specified period of storage is not
able to get a price that would cover costs of storage and credit. By 6 October
1997, 750 000 t of cereals (58% of total intervention) were purchased
through this form of intervention.

- Indirect intervention through the system of credit guarantees granted by
the ARR

The purpose of this system is to facilitate businesses access to preferential
credits for purchase and storage of grain. By 6 October 1997, credit guarantees
amounted to 101,4 mio PLN (around 27 mio ECU).

- “Additional” purchases financed through bank credits

In 1997, the Minister of Finance authorised the ARR to take credit for
purchase of 300 000 t of wheat and rye to 15 October 1997.

                                                
11Information Bulletin of ARR No 2/1998.
12 In July 1998 a new system of support for grain procurement was introduced. The Agency for
Agricultural Markets (ARR) will pay subsidies to grain trading companies who will in turn buy wheat
and rye (suitable for human consumption) from farmers. To win a tender the company must pay
minimum prices to farmers (510 zl/ton of wheat or 360 zl per ton of rye and agree not resell the grain
before the end of December 1998. The objective is to allow more grain to be purchased than was
possible under the previous system. The scheme is financed from a reduction of the budget of ARR for
intervention buying.
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Recent price developments point to a certain upward trend. Procurement prices
expressed in ECU tended to increase from July 1990 (see figure 20).

Figure 20. Producer prices of cereals and potatoes
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3.1.1.2 Processed Potatoes

Until 1989, potato production was supported by a State procurement price, fixed
mainly for the quantities processed and exported. From 1993, direct potato purchases
were phased out and the system of granting export subsidies was modified, adjusting
the extent of these subsidies according to changes in world market prices. During the
first quarter of 1993, the export subsidy was set at 300 PLN/t (around 150 ECU/t) of
potato starch contained in processed products. In 1997, the ARR purchased within the
framework of its intervention activities 13 500 t of potato starch at 1 400 PLN/t from
potato starch producers selected on a tender basis. In the second half of the year 1 000
t of starch was sold at 756 PLN/t for exports. In addition, the Agency concluded a
contract for a sale of 4 000 t of starch at 950 PLN/t until end of May 1998.

Significant changes in potato yields were reflected in high fluctuations in potato
prices (see figure 20). After high yields in 1993 and a corresponding decline in
producer prices, the summer drought in 1994 and the forecasted low yields caused
significant increases in potato prices, leading to a peak in August 1994 of 543 PLN/t
(198 ECU/t). This was around the market price level (non supported) in the EU. In
1994/95 the average producer price for potatoes was 3,8 times higher than in 1993/94
at around 436 PLN/t (about 147 ECU). In 1996/97 compared to 1995/96 potato prices
further declined to 240 PLN/t (68 ECU).

3.1.1.3 Sugar

Polish sugar market is regulated by An Act on Sugar Market and Ownership
Transformation in Sugar Industry (Official Journal of 16 September 1994, with
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subsequent amendments). Since 1994/95 sugar production in Poland has been subject
to quota system.

There are two types of quotas: "A" and "B" quotas. "A" quota is a maximum amount
of sugar which can be produced during one sugar campaign and sold in the domestic
market from 1 October to 30 September of the following year. "B" quota is a
maximum amount of sugar which can be produced during a given sugar campaign and
exported with subsidies either as sugar or processed products with sugar content
above 20 per cent, in the period of 1 January to 31 December of the subsequent year13.
An excessive production volume over the level of "A" and "B" quotas is called "C"
sugar. It can only be exported, also as processed products with sugar content above
20 per cent, however with no export subsidies.

Quotas are set annually by the Council of Ministers by a special regulation initiated
by the Minister of Agriculture. "A" and "B" quotas for season 1996/97 were
respectively 1 630 thousand tonnes and 122.9 thousand tonnes. Quotas for 1997/98
season have been set at a level of 1 630 thousand tonnes ("A" quota) and 118.3
thousand tonnes ("B" quota).

Each year prior to the date of 31 October of the year preceding a sugar campaign, the
Minister of Agriculture establishes for four Sugar Holdings and producers outside the
holdings, the following limits: (a) maximum amount of sugar to be produced as "A"
quota; (b) maximum amount of sugar produced within "A" quota which can be
launched in the domestic market in a quarter of a year; (c) maximum amount of sugar
to be produced within "B" quota.

The above limits are arrived at by multiplying a daily average processed volume of
beet and sugar content in the preceding three campaigns by a number of campaign
days (assuming an equal length of sugar campaign for all producers), reduced by an
excess production above previous year's quota14. In turn, Sugar Holdings set the limits
for their co-owned constituent businesses.

Sugar producers are allowed to sell rights to their granted limits or part of the limits to
Sugar Holdings and other producers, provided they let the Minister of Agriculture
know without delay.

In case a producer fails to undertake sugar production in a given campaign, the
allocated production limit is obligatorily transferred to producers overtaking his raw
material base, with an intermediary of the Minister of Agriculture.

The ARR can purchase sugar from sugar producers, outside "A" quota using it for
supplementing state reserves. Purchased sugar can be sold by ARR in the domestic
market without penalties. The decision to sell sugar on the domestic market is made
by the Chairman of the Agency with an approval of the Minister of Agriculture.

                                                
13 The period for which the quotas are set, facilitate the fulfilment of Polish GATT UR commitments
on volume of subsidised sugar exports.
14 In practice the shares (%) of particular sugar plants in total sugar production in the last three years
are calculated and referred to A and B quotas. Thus, production limits for particular sugar plants within
the quotas are arrived at.
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Sugar exports are subsidised from a fund created of levies collected by sugar plants on
the sales of sugar in the domestic market. The levies amount up to 7% of the value of
sold sugar (2% in 1995/96 season and 1% in 1996/97 season). Funding raised in this
way is collected by the Agency of Restructuring and Modernisation of Agriculture
(ARMA). On exporting, the sugar plant in question sends documentation on
transactions made within the granted limit ("B" quota) along with an application for
refunds. During the season the Agency makes advance payments of refunds. In
1996/97 season the advance payment was 170 PLN (49 ECU) per tonne. At the end of
the season the value of total funding raised is divided by the amount of "B" quota
exported sugar, and thus, the rate of refund per tonne is calculated. A maximum
refund must not exceed the minimum sales price (1330 PLN/380ECU per tonne in
1996/1997 season).

At the initiative of the Minister of Agriculture and Food Economy with an agreement
of the Minister of Finance, the minimum price of sugar for the domestic market is
set annually by 1 August, to be in force from 1 October to 30 September of the
following year.

Minimum procurement beet price is set by sugar plants, in consultation with the
farmers unions and farmers representatives. Prices should be established by 31 August
of the year prior to harvesting.

Minimum procurement prices of sugar beet vary between quotas. In 1997/98 the
procurement prices were as follows: 98-107 PLN/t ("A" quota), 65-75 PLN/t ("B"
quota) and 45-65 PLN/t ("C" sugar). In 1998/99 the prices will be: 105 PLN/t, 75
PLN/t and  45-65 PLN/t respectively.

In contrast to the EU, Poland has no levies charged to beet or sugar producers to cover
the costs of disposing of the sugar surplus from the market. Sugar producers are
obliged to pay penalties in case of failing to comply with Act on sugar market
regulation and ownership transformation in sugar sector. Sugar producers who
sell sugar on the domestic market above their set limit are obliged to pay penalties
equal to 100% of value of the excess amount. The penalties are recouped for the state
budget.

Additionally, producers supplying the domestic market below the minimum price, are
obliged to pay penalties equal to 100% of value of the sold sugar calculated at the
minimum price. Again these penalties are transferred to the state budget.
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3.1.1.4 Milk and dairy products

As in the EU, price stabilisation through intervention on markets for milk and dairy
products are concentrated on processed products such as skimmed milk powder
(SMP) and butter. State intervention for price stabilisation fixes minimum prices for
milk and intervention prices for butter and SMP which were introduced in 1992 and is
channelled through dairies. The ARR buys butter and SMP at intervention prices only
from those dairies which are paying at least the minimum price to farmers for first
class milk with 3,5% fat content. In October 1997, about 69% of the Polish dairy
plants met this requirement.

Butter and SMP intervention purchases are normally undertaken during the surplus
production months of May to October. During a deficit season (November - April) the
ARR releases intervention stocks. Intervention purchases and sales are conducted on a
tender basis. An evaluation and selection of the most technically and financially
superior bids is done by the Commission appointed by the President of the ARR
based on:

- volume of foreign trade in SMP including firms’ experience in trade in agri-
food products,

- the hitherto co-operation of firms with the ARR regarding intervention
purchases of dairy products,

- costs of storage,
- financial standing of firms.

In 1993-97, the share of butter intervention purchases in total production was around
7-15%. For SMP this figure was about 18%. The costs of intervention in dairy market
amounted to: 0.9 ECU per cow in 1994, 3.7 ECU per cow in 1995 and 10.8 ECU per
cow in 199615.

                                                
15Information Bulletin of ARR No 2/1998.
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Figure 21. Producer prices of animal products
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3.1.1.5 Meat

Intervention activities in the meat sector are in general limited to pork. Since the
transition, the first direct intervention in the meat market was undertaken in the first
quarter of 1993 as a consequence of indirect repercussions of the 1992 summer
drought leading to higher feed prices. These in turn led to increased slaughterings. For
this reason, the ARR was authorised to defend a price level of around of 14 500 Zl
(0.65 ECU) per kg for live pigs at the beginning of 1993. In 1993, the quantity in
intervention storage amounted to 65 400 t of pig half carcasses which was roughly 8%
of total registered purchases (in carcass weight).

In 1994, the meat market was characterised by a low supply of livestock from
domestic production. To counteract an excessive price increase in the second half of
1994, the Agency sold 18 000 t of meat between July and October, 94% of which was
pigmeat. At the same time, 3 500 t of pork and 6 900 t of beef was purchased from
regions with local surpluses of live cattle to replenish stocks.

In the fourth quarter of 1995 as well as in the first half of 1996, the meat market was
characterised by excess supply of meat (mostly pork) which resulted in a decrease in
pig prices. In order to prevent further price decline, in November 1995 the ARR
started intervention buying of pig carcasses for state reserves paying PLN 4.05 per
kilogram of half carcasses to those suppliers who paid at least PLN 2.65 per kilogram
for live pigs to pig producers. This price was in force until the end of February 1996.
In the period November-February, the Agency had bought around 45 thousand tonnes
of pork. Due to a rise in grain prices and resulting lower profitability of pig
production, in February 1996 the ARR increased prices of pig carcasses and live pigs
to PLN 4.35 and PLN 2.80 per kilogram respectively. Purchases of pig carcasses were
continued until the end of the first half of 1996 reaching the level of 117 thousand
tonnes (18% of domestic supply in the period concerned). As a result of the ARR
intervention activities procurement price of live pigs in June was on average 7%
higher compared to that in February.
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The ARR also purchased 1.2 thousand tonnes of beef (young cattle) for state reserves.
Price of beef was fixed at PLN 5.00 per kilogram provided that cattle producer
received PLN 2.80 per kilogram of live weight.

The third quarter of a year is characterised by low supply of pork. In 1996, in addition,
supply of pork was lowered due to a reduction in pig numbers. This resulted in higher
pig prices. Therefore, the Agency intervened in the meat market through sale of frozen
pig half carcasses. In the period July to September 1996, it sold around 43 thousand
tonnes of half carcasses which was 28% of pork supply in this period.

In the first half of 1997 the ARR purchased around 50 000 t of pig half carcasses
including 26 000 t in E and U grades at 5.70 PLN/kg (3.70 PLN/kg live weight) and
about 24 000 t in R grade at 5.40 PLN/kg (3.50 PLN/kg live weight) to correct
imbalances in the pork market. At the same time 20 000 t of frozen pork was sold in
the domestic market and 18 000 t was exported. As a result the average pig
procurement price started to rise at the end of the first quarter of 1997 and in June
amounted to 3.61 PLN/kg live weight. This was around 31% higher compared to June
1996. In the third quarter of 1997, the ARR started to release pork stocks. In July to
November it sold about 45 000 t of frozen pork which accounted for around 10% of
supply in the period concerned. The average price for frozen pig half carcasses the
ARR received was 5.60 PLN/kg.

In 1997, the ARR also conducted intervention activities aimed at stabilisation of beef
market. Due to an increased supply of cattle for slaughter since spring 1996 prices had
continued to decline. Therefore, in January to November the Agency purchased
almost 19 000 t of quarter beef carcasses which accounted for around 6% of beef
supply in this period. The price for compensated quarter carcasses paid to
slaughterhouses by the ARR was 5,30 PLN/kg provided that cattle producers received
at least 2,90 PLN/kg live weight (I grade). In addition, in July to mid October 1997
the Agency had bought 2 300 t of beef for storage from producers in regions affected
by flood. Simultaneously since June 1997 the Agency had been replacing beef stocks.
This covered 15 000 t of beef which was destined for exports.

Contrary to the situation in the EU, in Poland pigmeat has been more expensive than
beef in recent years. This is partly due to consumer preferences but also a result of the
higher subsidies given to the pork sector throughout the 1980s. Moreover, beef is only
a by product of milk production and therefore not of high quality. In the first quarter
of 1995, farm-gate prices for live cattle amounted to 672 ECU/t which was around 50-
55% of the EU farm gate price for live cows. However, this price ratio cannot be
interpreted as an advantage of Poland's beef production, since this product is not
competitive in terms of quality.

In 1995, pigmeat production was quite competitive at the farm gate level when Polish
producer prices were around 15% below the wholesale price level in the EU.
However, this gap could be bigger considering the cereals price ratio between the EU
and Poland. Moreover, the efficiency of slaughterhouses and market channels as well
as the amount of export subsidies will determine the possibilities of sales on world
markets. Following transition, the stepwise abolition of subsidies on feed and
agricultural machinery together with the decrease in export subsidies has made Polish
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pigmeat less competitive compared with previous years. It should be stressed,
however, that in 1997 Polish pork prices increased to 1 344 ECU/t carcass weight and
exceeded the EU level.

3.1.2 Border measures and taxation

Under the Law on Economic Activity of December 1989, foreign trade has been
generally liberalised since 1990. The state monopoly of foreign trade was abolished
and state-owned enterprises were no longer privileged by specific trade advantages.
The administrative management of foreign trade as well as the central distribution of
hard currencies ceased.

Customs tariffs
Poland removed most of its non-tariff protection measures in 1990, maintaining
relatively low customs tariffs. As a result, Poland had one of the most liberal customs
systems in Europe in the early 1990s. Tariffs for food and agricultural goods were
between 5 and 25%. These relatively low levels of border protection proved to be
politically unsustainable, since world prices for some products (particularly sugar)
reached very low levels, seriously threatening the domestic industry.

As a response to difficulties in food and agricultural trade and of deteriorating farm
incomes, the Polish government increased border protection in a stepwise fashion. In
the first half of 1991, the average level of customs tariffs was raised from 10.4% to
17.7% and in August 1991 to 26.6%. From 5 July 1993, when a new tariff schedule
entered into force, the average customs tariff for food and agricultural products was
21%. The new tariff contains the following changes for agricultural commodities:

- reduction of tariffs for raw materials which are not produced domestically;
- increase of tariffs for such imported goods which could displace domestic 

production;
- differentiation of tariffs according to seasonal growing patterns (seasonal

tariffs for fruit and vegetables);
- introduction of specific tariffs for sugar and products containing sugar.

The new customs tariff was introduced mainly to cope with the later implementation
of GATT providing a certain scope for negotiation and future movement. Thus, some
tariffs have been set at higher levels than currently necessary or desirable. Poland's
tariff schedule includes different conditions for the trade with EU- and CEFTA-
countries, taking into account the agreements Poland signed in the past. Generally,
tariffs for food and agricultural products are increased according to the level of
processing. The agricultural sector is the third most protected at the border after the
armaments and car industry.

Accepting the UR GATT rules, Poland assumed a commitment to "bind" fully the
submitted tariffs. Poland submitted for binding the highest tariffs (ceilings) which can
be used within commodity groups specified in the four-digit CN nomenclature. In
some cases (e.g. fruits, vegetables), where tariffs are significantly diversified, they
were presented more specifically.
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Due to the non-market nature of the Polish economy in 1986-1988, Poland carried out
the tariffication process in a different manner than the overwhelming majority of
GATT members. Sensitivity of the markets for individual products and the level of
tariff rate in the EU was adopted as a basis for tariffication. As a result of this process,
tariffs that were presented for binding were much higher than those used at present
and closer to the level of actual market protection in the EU. At the same time, in
relation to all tariff items recognised as sensitive, Poland was guaranteed the right to
apply Special Safeguard Provisions (SSG). These provisions allows for the
introduction, by the year 2000, of additional customs duties in the event of excessive
quantitative growth or decline in import prices.

Due to an increase in import tariffs for some agricultural and food products in the
second half of 1995 and in 1996, and according to UR agreement commitments,
Poland had to introduce import quotas for 1996 with access conditions not worse than
those before 15 December 1993.

3.1.3 Border tax

In 1992, Poland introduced a 6% border tax to improve the balance of payments. The
GATT agreed that this measure could be applied temporarily and requested that this
tax would cover all imports. In 1995, this tax was reduced to 5%, in January 1, 1996,
it was further reduced 3% and finally eliminated in 1997.

3.1.4 Export measures

While in the pre-transition period Poland's agriculture and food exports were fairly
highly subsidised, since 1990 export subsidies were rarely applied and were limited
to sugar, SMP, butter and pork. However, exports undertaken by the ARR on the
basis of intervention purchases, are partly export sales with losses and can therefore
be regarded as a form of indirect export subsidisation.

Export prohibitions are possible to prevent domestic shortages, e.g. in 1992/93, as a
consequence of the decline in output caused by the drought. These restrictions were
implemented through an export licensing system. Additionally, exports of live ducks,
geese and turkeys were banned from 1993 to prevent them being used to improve
foreign breeds.

3.1.5 VAT

The introduction of a value added tax (VAT) on July 5th 1993 replaced the former
turnover tax. The Polish VAT system consists of the following three levels: 22% for
industrial products, 7% for the most food products, exempt are unprocessed
agricultural products. A recent proposal not implemented is to levy a 7% VAT rate on
unprocessed products with farms of a certain size being able to claim it back.

For imported goods the VAT is calculated on the basis of the import value plus the
customs tariffs plus 5% border tax plus (eventually) excise duty.
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3.1.6 Excise duty (polish "akcyza")

The excise duty is a special tax payment introduced together with the VAT. The rates
are set by the Ministry of Finance. It is applied to some alcoholic beverages, cars,
tobaccos and some luxury products.
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3.2 Trade policy

Trade policy in the agricultural and food sector is governed by a number of
multilateral and bilateral agreements:

• GATT/WTO agreements
• CEFTA agreement
• Europe Agreement
• Free Trade Agreements with Lithuania and with Israel
 
 Under the Law on Economic Activity of December 1989, foreign trade has been
generally liberalised since 1990. The state monopoly of foreign trade was abolished
and state-owned enterprises were no longer privileged by specific trade advantages.
The administrative management of foreign trade as well as the central distribution of
hard currencies ceased.

3.2.1 GATT/WTO

 Poland acceded to the GATT in 1967. In April 1994, Poland signed the final
document of the Uruguay Round and the Declaration on the World Trade
Organisation to take effect from 1 July 1995. Presently Poland fully implements the
results of the URA covering the commitments on internal support, market access and
export subsidies. Due to tariffication process, Polish import tariff rates for a
significant number of agricultural products were bound.

 Poland's commitments on domestic support are expressed in $ and therefore shielded
against the devaluation of the zloty. Total Aggregate Measurement of Support
(AMS16) is limited to 3.3 bio $ by the year 2000, an amount which seems rather
comfortable, considering the high level of support during the reference period 1986-
88. Current levels of domestic support are much lower than the commitments.

                                                
 16 The present footnote aims to clarify the relationship between the Producers Subsidy

Equivalent (PSE) and the Aggregate Measurement of Support (AMS).
 The PSE refers to the current world market price (expressed in $). Any currency fluctuation or

world price movement results therefore in a change in the PSE of a particular
agricultural product, from one year to another, even if internal support policies do
not change.

 The AMS fixes the external price at the level of the base period (1986-88). Therefore, AMS
variations result only from changes of internal prices or changes in the volume of
production.

 However, for the purpose of a rough estimate, it is assumed that the "high" level of the PSE over
the reference period 1986-88 compared with the more recent period (cf. annex III)
indicates that some margin of manoeuvre is available regarding the commitment on
AMS (recent AMS figures are not easily available).
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Table 3.2.1-1. Poland's commitment  to the Aggregate Measurement of Support
(AMS)
 

 Basic quota
AMS

 Maximum AMS in the years 1995-2000 (in Imo. US-$)     

  1995  1996  1997  1998  1999  2000

 4160  4022  3883  3745  3606  3457  3329

 Current
total AMS

 254.5  226.5  -  -  -  -

 “-” not yet notified. Source: MAFE
 
 The commitments on market access consist of two elements, the provisions on
minimum market access and the new tariff rates resulting from the process of
tariffication. The base for calculation is the period 1986 to 1989 when Poland's trade
was still state managed and controlled.

 Due to the non-market nature of the Polish economy in the base period, Poland carried
out the tariffication process in a different manner than the majority of GATT
members. Sensitivity of the markets for individual products and the level of tariff
rates in the EU was adopted as a basis for tariffication. In relation to all tariff items
recognised as sensitive, Poland was guaranteed the right to apply Special Safeguard
Provisions (SSG). These provisions allow for introduction, in the implementing
period, additional customs duties in the event of excessive quantitative growth or
decline in import prices. Threshold prices and threshold quantities are stated each year
in the regulation of Minister of Agriculture and Food Economy. According to WTO
notifications in 1996 price based special safeguard measures were taken for a short
period from 24 October to the end of year for cut flowers. Actions were also taken in
1997, but only for few working days - from 22 December for cut flowers, white sugar,
preserved tomatoes.

 Due to increase of import tariffs for some agricultural and food products in the second
half of 1995 and the next years, and according to UR agreement commitments, Poland
had to introduce import quotas with access conditions not worse than those before
December 1993. Quotas, according to commitments, are either constant or yearly
progressively increasing. In the table below there are indicated bound tariff rates out
of quota and also, for comparison,  some EU outside quota bound tariff rates for
major products.
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Table 3.2.1-2. Poland's market access offer to GATT (selected products)
 

 Product  CN-
code

 quota in
1995 (t)

 quota in
2000 (t)

 tariff in-quota  tariff outside
quota in the year
2000

 EU tariff outside
quota in the year
2000 a

 live cattle  0102  67201)°  111651)  20%  12% + max 931 ECU/t  

 beef  0202  10560  17545  30%  19% + max 3034 ECU/t  108 a

 live hogs  0103  3990  6640  35%  89%; max 412 ECU/t  

 pork  0203  27930  46480  30%  76%; max 896 ECU/t  38 a

 meat products  1601  59102)  98302)  35%  89%; max 1536 ECU/t  

 poultry meat  0207  20000  20000  30%; min 0.3
ECU/kg

 76%; max 1283 ECU/t  25 a

 milk powder  0402  3000)  5000)  40%  102%  70 a

 butter  0405  10100  16900  40%  102%; max 2313 ECU/t  136 a

 cheese  0406  5000  5000  35%  160%  87 a

 eggs  0407  200 mio pc4)  353.4 mio pc4)  25%; min 0.03
ECU/pc.

 64%; min 105 ECU/th.
pc.

 

 - durum wheat
 - other wheat

 1001  2800005)  280000 5)  20%
 25%

 25%
 64%; min 96 ECU/t

 148ECU/t
 75 a

 rye  1002  1500005)  150000 5)  20%  51%; min 93 ECU/t  95 a

 barley  1003  121000  201700  20%  51%; min 93 ECU/t  95 a

 maize  1005  250000  250000  20%  12.8% + max 96 ECU/t  95 a

 potatoes  0701  1607006)  268000 6)  50%  128%  11.5 a

 oilseed extract  2306  218007)  364007)  10%  19%  0

 vegetable oil  1507/-12  80000  80000  40%  51%  

 tomatoes  0702  10000  16700  20%  40% + max 1200 ECU/t  

 cabbage  0704  45000  75000  50%  32%; min 16 ECU/t  

 carrots  0706  4000  8000  25%  64%  

 cucumbers  0707  10400  17340  60%  48% + max 520 ECU/t  

 bananas  0803  20000  33000  20%  51%  

 - apples
 - pears

 0808  30000  45000  60%
 50%

 48% + max 240 ECU/t
 95%

 

 sugar  1701  500008)  840008)  40%; min 0.17
ECU/kg

 96%; min 0.43 ECU/kg  168

 beer  2203  342000 hl  570000 hl  30%; min 0.25
ECU/l

 38%; min 0.32 ECU/l  15.4

 
 a - ad valorem rates calculated in DGVI on the base of projected world prices in the year 2000
 1)  Quota contains also goods of CN 0201;  2)  Quota contains also goods of CN 160241, 160242, 160249, 160250;  3)  The
quota for skimmed milk includes goods of CN 0402;  4)  Quota includes also goods of CN 040700900, 0408 and 3502;  5)  In
equivalent of processed products;  6)  Quota covers also goods of CN 1105 and 3505  7)  Quota covers also goods of CN 1204,
1205 and 1207;  8)  In equivalent of processed products; the quota contains also goods of CN 1212, 1702 and 1703
 
 Source:  Ministry of Agriculture and Food Economy of Poland
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Table 3.2.1-3. Tariff quotas opened for 1997 and in-quota import (selected
products)

 
  Item

 in-quota
 tariff rate

 tariff quota
quantity (t)

 in-quota
imports (t)

 share of
import in
quota
quantity (%)

 live poultry  50%  925  784  85
 bovine fresh  30%  4300  501.38  12
 bovine frozen  30%  13354  6154  46
 meat of swine fresh, chilled and frozen  30%  35350  24671  70
 meat and edible offal of poultry  30% min. 0.3

ECU/kg
 31314  30888  99

 milk and cream concentrated  40%  4180  0    0
 stomachs of poultry  15%  254  83  33
 wheat and meslin flour  25%  7450  5165  69
 rye flour  25%  1290  0    0
 flour, meal, flakes, granules and pellets
of potatoes

 25% min. 0.2
ECU/kg

 400  0    0

 starches  35% min. 0.2
ECU/kg

 2000  1781  89

 rape, colza and mustard oil  45%  7400  2501  34
 other edible oil  20%  600  0    0

 
 In 1997 most used were the quotas for: meat and edible offal of poultry, egg yolks
dried, natural honey, tomatoes fresh (from 1April to 31 May), some kinds of spices,
vegetable saps and extracts, some types of tobacco and gelatine.

 During 1997 there was no in-quota imports of: milk and cream concentrated or
containing added sugar or other sweetening matter, egg yolks fresh, eggs dried, cut
flowers, cider apples, strawberries, rye flour, flour and other products of potatoes,
beet seeds, hop cones, edible oil, potatoes prepared or preserved, flavoured sugar
syrups, wine,  denatured spirits, egg albumin dried, dextrins.

 The Polish schedule of concessions to WTO includes export subsidy commitments for
17 groups of agricultural products, but in fact up to 1997 subsidies were imposed only
for sugar.
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Table 3.2.1-4. Poland's commitment on the reduction of export subsidies
 

 
 
 
 Products

 Basic level
of export
subsidy
(mio US-$)

 Maximum value of export
subsidies (mio US-$)

 Subsidised
exports in
base period
(1000 t)

 Maximum quantity of
subsidised exports (1000 t)

   1998  2000   1998  2000

 animal
husbandry
products

 105.3  80.05  67.4  d.n.a.  d.n.a.  d.n.a.

 meat products  133.7  101.9  85.6  50.6  43.4  39.8

 meat  59.2  45  37.9  51.7  44.5  40.9

 poultry meat  15.0  11.4  9.6  16.4  14.0  13.0

 skimmed milk  8.7  6.6  5.6  46.8  40.4  37.0

 casein  12.9  9.7  8.3  19.4  16.6  15.3

 sugar  50.0  38  32.0  132.1  113.7  104.4

 molasses  16.0  12.1  10.2  314.7  270.7  248.6

 alcoholic
products

 32.5  24.7  20.8  668.5  574.9  528.1

 frozen fruits
and vegetables

 48.7  37  31.2  158.3  136.3  125.1

 fresh fruits and
vegetables

 51.7  39.3  33.1  251.0  215.8  198.3

 processed fruits
and vegetables.

 164.7  125.2  105.5  216.2  185.8  170.8

 potato starch1)  10.8  8.2  6.9  43.2  37.2  34.1

 sowing material  9.7  7.4  6.2  52.9  45.3  41.8

 rapeseed oil  19.1  14.5  12.3  38.4  33.2  30.3

 rapeseed  23.5  17.8  12.9  432.3  371.9  341.5

 potatoes  22.1  16.8  14.1  455.5  391.9  359.8

 
 1)  Includes other potato products

 

 According to WTO documentation Poland subsidises export of sugar. According to
other sources there are export subsidies applied to the limited amounts of skimmed
milk powder (SMP), butter and pork. However, exports undertaken by the ARR on
the basis of intervention purchases, are partly export sales with losses and can
therefore be regarded as a form of indirect export subsidisation. The subsidised
exports of sugar in 1995 remained well below the value and quantity ceilings stated in
the schedule of commitments. Poland accumulated the export subsidy commitments
for sugar from the year 1995 and used them in 1996.
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Table 3.2.1-5. Export subsidy for sugar

 year  outlays
commitments level
(million USD)

 quantity
commitments level
(thousand tons)

 real outlays
 (million USD)

 real quantity
 (thousand tons)

 1995  47  127.5    0.1     0.9
 1996  44  122.9  15.8  143.0
 1997  41  118.3   -   -
 1998  38  113.7   -   -
 “-” data not yet available
 
 Temporary export prohibition of wheat and meslin, rye, barley, oats were applied with
the effect from 1 January to 31 August 1996 in order to prevent the serious shortage
of that products on internal market.

3.2.2 CEFTA

 The Central European Free Trade Agreement was signed in December 1992. It
replaced the “Visegrad” Agreement from 1991 between Poland, Hungary and former
Czechoslovakia. The Agreement entered into force in 1993 after the split of
Czechoslovakia into the Czech and the Slovak Republics. In November 1995 Slovenia
joined the Agreement. On 1 July 1997 Romania became a sixth member. Bulgaria
joined in July 1998.

 Presently Poland is entering negotiations with the next applicants: Latvia, Lithuania,
FYROM (Former Yugoslav Republic of Macedonia), and Croatia. However the
present CEFTA requires that the members have the Association Agreement with the
EU and are members of WTO.

 The main objective of CEFTA is to gradually establish a free trade area within a
period ending up on 1 January 2001.

 The Agreement covers free trade in industrial commodities and a restricted
liberalisation of trade in agricultural and food products.

 For industrial products, all barriers will be abolished by the end of 2000. For
agricultural and food products, the initial agreement introduced a system of
preferential quotas. Preferences were given for selected commodities on a bilateral
basis, for which parties had to decrease tariffs by 10% annually, until a 50%
preference was reached. It was later decided to introduce the 50% tariff reduction at
once and in some cases an even higher reduction (of  70 %).

 In December 1995, agreement was reached on further gradual liberalisation of
agricultural and food trade until -after further negotiations- eventually full
liberalisation would be reached. However, the original deadline of 1998 was
postponed and finally at the CEFTA summit meeting in Warsaw in December 1997
changes were agreed to the grouping of products in different categories with different
degrees of liberalisation:
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• A listing: duty free and quota free commodities as from 1.4.1998 (breeding
animals, horses, rabbits, durum wheat and oilseeds);

• A117 listing: duty free and quota free commodities as from 1.1.2000 (from
1.4.1998 until 1.1.2000 still within quotas; sheep and goats, live and meat);

• B listing: common preferential tariffs (poultrymeat 28%, wheat 15%, barley 18%,
flour 15%, pastry 20%, some fruit and vegetables 5 to 10%);

• B1 listing: common preferential tariffs still within quotas till 1.1.2000 (cattle, pigs,
poultry 10 to 15%, carcass beef and pork 25%, beef and pork cuts 20%, milk powder
37%, all canned meat 15-18%, hops 5%);

• C and D listings with bilateral preferences between CEFTA members.

Sugar and certain dairy products remained outside of the listing.

The CEFTA is based on a principle of “symmetry” of concessions, which means that
value of benefits should be equal for each member. Polish trade with CEFTA
countries is presently not significant (only 6% of all agri-food trade in 1997). For a
number of years, the trade balance has been negative for Poland (in 1997 trade
balance was -126 mio USD). However the tendency is positive. In 1992 share of trade
with CEFTA in all the agri-food trade was only 1%.

There are some problems in co-operation between member countries of CEFTA in
agricultural trade. Although the tariffs are lowered, other aspects of agricultural policy
are not harmonised. In 1998 Poland applied the special measures in trade. In previous
years, Poland has withdrawn preferential duties for sugar from the Czech Republic
where sugar prices are not generally supported to the same level and took similar
measures for maize from Hungary. There are also some problems with the certificates
of origin. Further liberalisation of tariffs will therefore be difficult without a further
harmonisation of agricultural policy.

3.2.3 The Europe Agreement

The Europe Agreement (EA) was signed on 16th of December 1991 and entered into
force on 1st February 1994.  The trade chapter, however, was covered by an interim
agreement and entered into force on 1st March 1992.

The agreement provides the framework for Poland’s gradual integration into the EU
single market. According to the EA both parties aim to establish a free trade area over
a period of 10 years.  This is to be established progressively on the basis of
asymmetric trade concessions designed to favour Poland’s’ trade balance with the EU.

1998 is the seventh year of implementation of the commercial part of EA.  Since its
entry into force the provisions have been modified to take account of the 1994
Uruguay Round Agreement and following the 1995 enlargement of the EU to include
Austria, Finland and Sweden.  The additional protocol to the EA which sets out the

                                                
17 A1 and B1 listings apply for trade with Slovenia only.
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modifications related to agricultural products and foodstuffs was initialled by the
Association Committee in March 1997.

Trade in agricultural products is based on reciprocal concessions in the form of
reduced tariffs and increasing tariff rate quotas (TRQs) established over two initial 5
year periods, intended to provide better market access potential.  The concessions
vary for different groups of products, but the EU concessions can be broadly grouped
into six categories.  Three groups cover products previously included in the
Generalised System of Preferences (GSP) system.  The first includes products with a
TRQ, where TRQs were increased by 10% per year over the 5 year period,
accompanied by 50% duty reductions over the first 2 years.  Duty on products in the
second group, with no TRQs, was reduced by between 30% and 100%.  The third
category is the global TRQ for imports of live cattle.  For non-GSP products
concessions consist in the main of a 10% per year increase in TRQ accompanied by a
20% decrease in duty over each of the first 3 years.  The last two groups include some
fruit and vegetables and processed products, where specific rules apply.

Polish concessions to the EU consist of a reduction of tariffs on 247 agricultural
products, mostly products where there is very low domestic production, by 10
percentage points.  In addition, Poland agreed to eliminate restrictions and quotas for
alcohol imports by 28.2.97 (these were finally eliminated in June 1998), and to
eliminate the mobile tariff element of duty on  processed agricultural products by
1.1.99.

In spite of the EA’s explicit objective of improving Poland’s trade balance with the
EU, the outcome of the first years of its implementation has been a shift in the
opposite direction.  The operation of the TRQ system has been criticised by Poland
for being overly complicated and bureaucratic.  Whilst some TRQs are exhausted
very quickly, others are not fully used.  The reasons for this are not entirely clear, but
may include the appreciation of the Zloty and high demand for certain TRQs resulting
in importers being awarded import licences for quantities which may be too small to
justify trade.  However the rate of quota use is generally increasing over time, and it is
hoped that this, together with the implementation of the Adaptation Protocol and the
second 5 year phase of agricultural concessions will result in increased Polish exports
to the EU.

3.2.4 Free Trade Agreements with Lithuania and with Israel

The free trade agreement between Poland and Lithuania came into force in January
1997. About 56% of all agricultural products included in the agreement are tax free
for both countries. Some sensitive products for each of the countries (e.g. sugar,
products containing sugar, sheepmeat and some fruits and vegetables) are excluded.
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3.3 Producers and Consumers Subsidy Equivalents

3.3.1 PSE and CSE

The Producers Subsidy Equivalent (PSE) and Consumers Subsidy Equivalent (CSE)
calculations were developed by the OECD to measure the support/tax to producers and
consumers that arises as a result of agricultural policies.

PSE-calculations show that at the beginning of the transformation process in 1989-90,
Poland intended to build up a very liberal market economy with low support levels. The
result was that overall support to agriculture in the period 1989-1991 was generally
negligible, and the market price support (MPS) component negative, implicitly taxing
farmers. Since then Poland reinforced the border measures and equivalent price support
systems mainly due to increasing competition problems caused by structural deficiencies
particularly in the food processing industries. Support to farmers as measured by PSE
and in particular the MPS component has therefore increased. Unlike the MPS, the
significance of direct payments (DP) in agricultural support has always been low and is
presently negligible. The last aggregated component, called "other support" (OS) is
dominated by transfers related to the reduction of input costs and general services like
research, training and advisory.

A comparison of the PSE of Poland and the EU show that the support of agricultural
producers in the EU has been more stable and higher than in Poland though Polish
farmers now enjoy substantial support following being implicitly taxed in 1990-91.

The CSE development has been the inverse of the PSE. Consumers were subsidised in
1990-91 before being taxed again from 1992 to a level above the OECD average. The
OECD estimates that transfers from taxpayers and consumers as measured by Total
Transfers associated with agricultural policies, increased by nearly two thirds in 1996
and accounted for about 4 per cent of the GDP.

Table 3.3.1-1. PSE and CSE in Poland

1989-91 1995 1996 1997
Producer subsidy equivalent (PSE)
Total PSE billion ECU
% PSE

-0.1
0

1.6
21

2.4
23 22

% PSE (EU) 48 49 43 42
Consumer Subsidy Equivalent (CSE)
Total CSE billion ECU
% CSE

1.2
19

-1.4
-18

-2.4
-28

% CSE (EU) -44 -34 -22
Total transfers billion ECU 0.3 3.0 4.5
Source OECD 1997 (reference period is 1986-1988 for EU12).
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3.4 Prices

3.4.1 Prices and price gap

The following table shows price developments in Poland and the EU between 1993
and 1997. The reader is also referred to the figures in the price development figures in
the market policy section. The table is summarised as follows:

For cereals, prices in Poland were between 55% (rye) and 73% (wheat) of the
respective EU price in 1993 but rose to be equivalent to EU prices in 1996 and 1997.
This is partly due to more favourable world market prices, particularly for wheat but
also due to the considerable increase in the Polish guaranteed prices in 1996. For
sugar beet, Polish prices are consistently lower at around half of the EU while for
oilseeds, due to import protection, Polish prices have been higher than the EU in
recent years. For fresh fruit and vegetables, Polish prices are considerably lower, for
example only 22% of the EU price (cherries) and 46% of the EU price (cauliflowers).
This is in part due to the poorer marketing chain in Poland and explains the good
Polish export trade to the EU for these products.

Table 3.4.1-1. Comparison of producer prices in the EU and Poland

EU - PRODUCER PRICES POLAND - PRODUCER PRICES Difference (Poland/EU)

 (average weighted prices) (average weighted prices)

ECU/tonne ecu/tonne Difference %

Main Products 1993 1994 1995 1996 1997 1993 1994 1995 1996 1997 1993 1994 1995 1996 1997

Common Wheat 158 144 138 138 126 115 100 128 166 137 73% 70% 92% 121% 109%

Barley 145 138 133 129 119 104 88 110 153 113 72% 64% 83% 119% 95%

Maize 166 149 157 155 134 102 140 146 136 117 61% 94% 93% 87% 88%

Rye 146 139 121 122 110 81 68 76 111 100 55% 49% 63% 91% 91%

Sugar beet 47 47 46 49 50 21 20 26 27 26 45% 43% 56% 54% 53%

White sugar 273 371 431 517 486

Main crop potatoes 103 185 230 126 119

Rapeseed* 189 215 189 208 204 183 231 180 249 234 97% 107% 95% 120% 115%

Tomatoes* 358 391 380 433 401 213 182 119 214 202 59% 47% 31% 49% 50%

Cauliflowers* 401 388 402 412 400 136 252 194 190 34% 65% 48% 46%

Cucumbers* 451 429 449 472 450 320 252 213 361 216 71% 59% 47% 76% 48%

Apples* 308 371 378 425 391 45 68 131 79 47 15% 18% 35% 19% 12%

Cherries * 1401 1481 1844 1783 1702 105 331 280 383 7% 22% 15% 22%

Beef (R3 carcase)* 3128 3118 2929 2608 2662 1029 1243 1375 1457 1447 33% 40% 47% 56% 54%

Pigs (carcase)* 1265 1278 1349 1619 1672 1008 1233 1069 1158 1242 80% 96% 79% 72% 74%

Chicken (slaughtered) * 1360 1344 1170 1328 1290 917 1224 1102 1328 1215 67% 91% 94% 100% 94%

Sheep & Goat (slaught.)* 2587 2769 3091 3629 3757 1753 2234 2580 2755 2834 68% 81% 83% 76% 75%

Raw cow's milk: 3.7% fat* 300 300 296 299 297 108 101 137 147 150 36% 34% 46% 49% 51%

Skimmed-milk powder* 2142 2109 2190 2090 2130 1118 1072 1403 1453 1471 52% 51% 64% 70%

Butter* 3567 3556 3705 3616 3625 1374 1515 1715 1861 2367 39% 43% 46% 51%
* EU producer prices estimated for 1997, Poland fruit prices for 1997 are approximate. Fruit and vegetable prices in Poland generally refer to produce for 

processing.

For animal products, the beef price in Poland is only half that of the EU and partly
reflects lower quality and the low demand in Poland but of course the higher support
price in the EU. However, pig and poultry meat is at an equivalent price, the lower pig
meat price in Poland caused by generally poorer quality carcasses. The milk price in
Poland has increased since 1993 and is currently around 50% of that in the EU. For
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high quality milk (equivalent to that in the EU), a premium is paid by processors
which would bring the producer price much closer to the EU level for milk of
equivalent quality

For cereals, particularly wheat, oilseeds and pig and poultrymeat, prices in 1997 were
not dissimilar for products of equivalent quality. Sugar beet prices are half that of the
EU. Although fruit and vegetable prices are lower in Poland this is likely to be
because the Polish prices refer to products for processing, generally of lower quality.
Even taking account of the quality differences, the milk and beef prices are higher in
the EU than Poland.
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3.5 Veterinary and phytosanitary legislation

In the veterinary field, primary legislation (the new Veterinary Act) is in the
legislative process. Secondary legislation which can be promulgated by the
Government is in preparation independently of the primary legislation but cannot be
introduced until the new law is enacted.

The Polish government is in the process of preparing legislation in the fields of
national veterinary supervision, animal protection, breeding and reproduction of farm
animals and supervision over feeding stuffs, that should bring the legislation in these
areas into conformity with the acquis.

Poland has a relatively elaborate infrastructure for veterinary control and inspection,
both at the borders and internally.  The services are undergoing structural changes,
including some decentralisation of the services accompanied by a large reduction of
official veterinarians, in particular at head offices and the emergence of a private
veterinarian sector.  Furthermore the increased fragmentation of the livestock’s units
may make inspection and overall disease control more difficult.  The new veterinary
Act, when adopted, will establish the legal base for both the private and public
veterinary services.

The facilities at border inspection posts are still inadequate for Community veterinary
control.  Complete facilities for the inspection of live animals and animal products at
the border inspection posts are not yet available and most border checks are limited to
controls on certificates and other documents, with the majority of physical checks
being undertaken at destination.  Currently, the Polish situation does not appear to
completely comply with the EU import rules from third countries.
As regards internal measures there is a need for the Polish authorities to ensure
Poland’s animal health status in respect of certain EU requirements.  The system of
registration of holdings and identification of animals will need to be adjusted to the
EU systems.  The concept of regionalisation appears to be only partly applied.
Eradication practices regarding notifiable diseases need further exchange of
information to establish if they conform to EU legislation.

There will be a need to upgrade certain food processing establishments in particular
for the national market to develop acceptable veterinary audit and certification
procedures, also for both imports and exports and to maintain an adequately
structured, resourced, staffed and trained veterinary sector.

Polish legislation is well developed regarding seed and propagation material and
Poland enjoys Community equivalence under Community legislation for a number of
products.  Poland will need, however, to approximate its legislation to EC
requirements for species where equivalency has not been established.  A new law on
crop protection came into force in July 1995.  However, a certain adaptation to EU
requirements is still necessary.

The approximation of legislation in the field of plant health should not create major
obstacles, although proper implementation will need to be enforced.  The control and
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inspection arrangements appears to be inadequate to ensure the appropriate level of
protection.  The above mentioned concerns about enforcement of external border
control and disease control in the veterinary field are also largely valid in the plant
health sector.  However it will be necessary to verify if the institutions are able to
implement the new legislation.

Concerning pesticide residues and plant protection products, there is a high level of
compliance with   EC requirements, though proper implementation will need to be
assured.
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3.6 Rural Policy

3.6.1 Rural development policy

Since 1994 rural development has been increasingly recognised as a priority by
successive Polish Governments, due to the high levels of agricultural employment, the
need to modernise and develop agricultural practices and the need to create non-
agricultural jobs in rural areas.

In 1994, it was one of the 10 key objectives included in the Government’s
development plan.  This “Strategy for Poland” gave four objectives for rural
development policy: village renewal including job creation and encouragement of
non-agricultural activities; encouraging the modernisation of agricultural structures
and processes; supporting the development of socio-economic infrastructure such as
co-operatives, commodity exchanges, telephone and road networks and the
agricultural advisory service; and lastly recognition of the natural value of villages.

Resources to achieve these policy objectives were dedicated to creating rural non-
agricultural employment, long-term assistance for the agricultural sector such as aid
for restructuring, education and training activities, and social aid.  The Government
undertook to limit policies and aid which would delay changes, and to target
assistance to those enterprises, organisations and activities which would make most
effective use of it.  Commitments were also made to support regional development
and to strengthen local government through decentralisation.

Various measures have been implemented in accordance with this document,
including infrastructure programmes to extend the coverage of water, sewerage,
telephone and road networks, and the setting up of a Chamber of Agriculture in each
voivodship.  State funding has been provided for their establishment and initial
running costs, although they are expected to become self-financing through members’
subscriptions.  Another concrete result has been the requirement for submission of a
business plan and financial accounts before farmers can benefit from state support
such as assistance for young farmers. This has accelerated the numbers of farmers
enrolling in farm accounts schemes run by the voivodship agricultural advisory
services.

In certain areas designated as having high tourism potential, farm tourism is supported
by the Agency for Restructuring and Modernisation of Agriculture through interest-
rate subsidies on loans granted to provide or upgrade visitor accommodation.  An
additional incentive is that currently any income derived from providing farm
accommodation for tourists is not taxable.

Subsidised credit was available to rural non-agricultural businesses to encourage the
creation of non-farming jobs.  Loans under this scheme were available at interest rates
of 6.8%, further reduced to 1.4% in regions with very high unemployment levels,
compared to commercial rates of 20% or more.  Due to recent cuts in the agricultural
budget, the funds available for this type of subsidised credit are now much lower.
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In addition, other measures provide support for land privatisation, the provision of
financial services to agriculture, the development of agricultural market infrastructure
and the integration of environmental protection into agricultural and rural policy.

Policy measures to assist farms in less-favoured areas are under development.
Currently the only preferential treatment for these areas is an exemption from the
agricultural tax for land of the poorest quality (land classes V and VI).  Measures
under consideration include additional interest-rate subsidies for investment loans,
assistance for forest protection, land consolidation, water management and tourist
accommodation, and specific incentives to encourage the development of non-
agricultural employment.

Although progress has been made in developing and adapting rural and structural
policies to address the challenges faced by rural areas, some of the support measures
currently included in these policies such as those intended to reduce the costs of
production, in particular input subsidies, appear to be inconsistent with EU policy.

The National Programme for the Adoption of the Acquis (NPAA) recently presented
by the Polish Government follows a similar line to the “Strategy for Poland” in regard
to rural development policy.  It states that the development and implementation of a
coherent structural and rural development policy is a major priority.  MAFE has
already drawn up a medium-term rural development strategy (adopted in April 1998),
which identifies objectives and will form the basis for policy development.  The main
objectives of the policy will be to improve the structure of farm holdings, to reduce
agricultural employment from 27% down to 5-7% (e.g. through early retirement
schemes), to assist in adapting agricultural output to market requirements (quality
improvement etc.), to support farming in less favoured areas, to support producer and
marketing groups, to assist the creation of non-agricultural jobs in rural areas, and to
develop rural infrastructure (physical and social).  MAFE intends to have finalised the
work on policy design by the end of 1998.

The EU funded SAPARD18 programme which will run from 2000 to 2006 will be
used to support implementation of the agricultural and rural development chapters of
the NPAA.  SAPARD will be implemented using EU Structural Funds’ rules
following a programming approach identifying priorities for action and appropriate
measures to achieve the objectives set.  This will complement the Polish
Government’s own programmes funded out of domestic resources.

3.6.2 Regional policy

3.6.2.1 The current situation

Since most of the voivodships are essentially rural, the thrust of regional policy in
Poland is for the most part the rural development policy described in Section 3.4.1.
One constraint limiting the effectiveness of both regional and rural development
policy is poor co-ordination between the different ministries involved.  As in many

                                                
18 Special Assistance Programme for Agriculture and Rural Development.
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countries, the identification of clear ministerial responsibilities together with more
effective inter-ministerial co-ordination procedures would greatly enhance the
Government’s ability to design and implement regional and rural development policy.

After it became clear that the 1990 Balcerowicz Plan for economic development was
not as effective as expected because it did not take into account regional differences,
the Polish Government embarked upon an analysis of regional characteristics in order
to produce a differentiated regional development policy.  This currently operates at
three levels, groups of neighbouring voivodships which share similar characteristics,
individual voivodship plans, and programmes at the gmina level.  In 1994 almost
18.5% of the state budget and 13% of the Labour Fund were allocated to regional
policy, although much of the expenditure was determined at central level rather than
being the responsibility of the regional authorities.

The state provides direct grant support to assist the implementation of regional
development plans, and additional contributions to the budgets of gminas in
voivodships facing high unemployment.  These subsidies have so far mainly been
used for infrastructure investments (such as mains water, sewerage systems and
treatment of municipal waste) and measures to address unemployment (such as job
creation schemes and provision of training).

State funds have been supplemented by the use of outside resources, such as the
PHARE programme which has financed a range of regional and local development
measures, including most recently the development and implementation of pilot
programmes in Upper Silesia, north-eastern Poland and Malopolska.

3.6.2.2 Regional reform

On 15th July 1998 it was decided that the current regional structure of 49 voivodships
will be replaced by 16 larger voivodships as shown in the accompanying map (these
will correspond to the EU NUTS II level regions).  The gminas will remain
unchanged, but an additional intermediate tier of regional administration, the
“poviat”, will be created, equivalent to NUTS III level.  The poviats will be similar to
the current sub-regions within existing voivodships (typically current voivodships
have around 6 sub-regions, implying around 300 poviats).

The regional reforms do not only cover voivodship boundaries, but also relate to local
government finance.  The reform is intended to create a sound financial base for local
government and to improve the potential for economic development.  Currently
voivodships and gminas have a combined budget of around 6% of GDP, whilst the
central budget stands at around 27% of GDP.  The reform will transfer the equivalent
of approximately 10% of GDP from the centre to the three levels of local government,
resulting in roughly equal expenditure of around 16% of GDP for both the central
budget and the combined regional authorities.

The reforms are due to take effect from 1st January 1999, but this is a very tight
timescale given the tasks to be accomplished in order to have new regional authorities
up and running by that date.  Elections for all three levels of local government,
voivodships, poviats and gminas, are due to be held on 11th October 1998.  The
delays in adopting the territorial reform bill have already caused problems as the
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gmina councils’ mandate expired on 20th June, and a special act of Parliament was
required to extend their term of office to the end of 1998.

The control and management of regional development policy will change following
implementation of the territorial reform programme which is currently going through
Parliament.  Structural policy implementation and administration, including rural
policy, will be set up on a regional basis, and will operate in a decentralised fashion
under the control of the regional authorities, encouraging the participation of the local
population, NGOs and social partners.

In addition to local government competencies such as roads and secondary education,
many organisations and institutions exerting important influences on rural life are also
organised by voivodship, and the reforms will therefore have far-reaching
consequences for rural communities. For example, the agricultural advisory services,
chambers of agriculture, agricultural and co-operative banks all currently operate at
voivodship level, and will have to be adapted to suit the new regional structure.

3.6.3 Forestry policy

A national forestry programme has been introduced which aims to create 700 000 ha
of new woodland by 2020 and 1.5 million hectares before 2050.  The Government
particularly wishes to encourage the planting of poorer quality agricultural land (land
classes V and VI) with trees.

Part of the Government’s agri-environmental policy is a joint initiative between
MAFE and the Ministry of Environment, Natural Resources and Forestry to
encourage the planting of trees around farm holdings, and to develop farm-forestry.
About 230,000 hectares are expected to be affected by this measure.

As part of the policy of encouraging and developing forestry activities, woodland
owners are now obliged to manage their property to protect it from fire and disease, to
replant felled areas and to protect forest habitats and species.  State assistance is
available in the form of tax relief, grants for tree planting, and financial assistance for
certain management activities such as fire prevention measures, environmental
protection and water management.  Some subsidised loans are also available.  The
average establishment cost of 1 hectare of woodland is 3,800 PLN (1997 prices).
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3.7 Agri-environmental policy

3.7.1 Agri-environment measures

The principal environmental problems in Poland are linked to industrial, rather than
agricultural activity, and so even though Poland was the first CEEC to develop a
national environmental policy, it is only recently that agri-environmental issues have
begun to receive much attention.  In December 1994, MAFE issued a policy statement
stating that agricultural policy should be integrated with environmental protection
goals.

Specific activities in the field of agri-environmental policy which have already been
agreed and are being implemented include protecting agricultural areas from pollution
from other sectors such as industry, improving soil pH through liming where
appropriate, establishing a programme to dispose of waste agrochemicals and
packaging, investments in rural infrastructure such as waste disposal, improvement of
drinking water quality in rural areas, support for the establishment of woodland on
farms, and the development of organic farming

External assistance is available for some of the above measures, for example the
PHARE programme has financed measures to assist on-farm investments for water
protection, e.g. provision of slurry tanks to protect water sources.  Certain activities
have been supported through NGOs, for example, a Church Foundation has
contributed significant funding for the provision of water supplies in rural areas.

In 1995 a Bill was passed relating to the protection of agricultural land.  New
initiatives in agri-environmental policy in Poland are now directed towards the
adoption of the Community acquis, and in particular to measures compatible with
Council Regulation 2078/92.  A working group within MAFE has identified six
priority areas for agri-environmental programmes.  These are education, training and
demonstration projects, maintenance and restoration of biodiversity in agricultural
areas, promotion of organic farming, small-scale water retention measures for
agricultural land, prevention of pollution from agricultural sources and preventing and
overcoming soil erosion.

The working group plans to implement pilot projects from 2000 on in the areas of
biodiversity and landscape protection, promotion of organic farming and promotion of
codes of agricultural practice.

3.7.1.1 Protection of natural habitats

Since the mid 1970s the Polish authorities have created an extensive system of
protected areas.  This is based on the international IUCN19 classification and consists
of nature reserves, national parks, landscape parks and areas of landscape protection.

                                                
19 International Union for Nature Conservation
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Under the 1991 Statute on Nature Conservation, voivodships and gminas have the
power to designate three further types of protected areas: ecologically important;
documentation sites20 and natural landscape zones.  These additional categories can
include areas under private ownership that are too dispersed and too small to fall into
the state classification.

In 1995, 19% of Poland’s agricultural land lay within legally protected areas as
described in the table below:

Table 3.7.1-1. Protected areas 1995

Protection status Number Area in hectares
National parks 20 270103
National reserves 1122 121303
Landscaped parks 102 1971533
Areas with protected landscape 344 5820925
Ecologically important area 2111 18748
Documentation sites 75 286
Nature & landscape complexes 90 22207
Natural monuments 26423
Total 30287 8225104
Total agricultural area ('000 ha) 312685

In 1996 a 21st national park, Park Narodowy Borow Tucholskich, was established.
All activities, including farming, carried out in the national parks are subject to nature
conservation guidelines.  In other protected areas varying restrictions are imposed on
agricultural activity.  Licences are issued for some activities, subject to the agreement
of the voivodship governor.  Despite these restrictions, which are enforced by the
1991 Act on Conservation, there is no system of compensation for farmers within
these areas.

“Debt-for-nature” deals in which Poland’s outstanding debt is reduced and resources
are dedicated to environmental investment have been a feature of environmental
policy.  Such agreements have been signed with Sweden, Japan, and most recently
Italy. As a result of this latest agreement an additional 30 MECU will be dedicated to
environmental investment.

                                                
20 Documentation sites are „the not visible at the surface or possible for presentation, important from
didactic and scientific viewpoint places of geological formations, concentration of fossils or mineral
creations, as well fragments of exploited and not active surface and underground mines”. I have taken
this definition from Yearly 1997. GUS, Warszawa 1998.
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4 Medium Term Outlook

4.1 Economic background

4.1.1 Overall economy

The growth of the agricultural economy relies heavily on general economic growth.
Firstly, the development of food demand is to some extent dependent on GDP growth
and consumer income. Secondly, agriculture is reliant on efficient upstream and
downstream sectors. Thirdly, credit availability depends on interest rates and finally
any budgetary outlays which can be devoted to agriculture depend on overall growth.

The share of agriculture in the Polish economy has been declining since transition.
Although agriculture plays a crucial social role as an employment buffer (27 % of
total employment) its growth is limited by domestic demand and by the trade
capacity. Domestic food demand is not likely to grow more than incomes in general
and its yearly increase could therefore be around 2%. The increased demand will be
partly met by imports, but will also offer opportunities for the domestic agro-food
sector in as far as it is able to improve its competitiveness in price and quality. The
growth of GAP (gross agricultural product) could be limited to 2 % per year over the
period 1998-2003. This would give a cumulated growth for agriculture of around
13 % over the 6-year period 1998-2003. Not all products will develop at the same
rate, with consumers being influenced by promotion, convenience, health
concerns… .. as well as price developments.

In the food processing industry, restructuring and rationalisation of capacity can be
expected to continue at a gradual pace, slowly improving efficiency and allowing for
more remunerative prices to be paid upstream.

4.1.2 Policy developments

A major problem is the small farm size. Policy to date has brought about little change,
nor can it be expected to do so during the forecast period. However, the share of
bigger farms, with an agricultural area of more than 15 ha, allowing full-time activity
and a good integration in marketing channels, is likely to increase at a slow rate. Their
share of the privately utilised agricultural area could increase to 40% in 2000.
Nevertheless, the land resources of the former state farms is likely to remain under large
scale agriculture, even under private control.

In the run up to EU membership, Poland will have to adapt its market policy by
putting in place the same instruments (but not yet necessarily applying them, or
applying them at the same level). In the following the main implied changes for some
of the main commodity sectors will be reviewed. As a benchmark the Agenda 2000
proposals for reform of the EU’s agricultural policy will be used. The time horizon
adopted as a working hypothesis for the minimum pre-accession period is up to 2003.
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For cereals and oilseeds the preparation for membership would imply introducing a
base area and hectare payments based on a fixed reference yield, a set aside
instrument and intervention for the main cereals (not only wheat and rye). On
accession border protection for oilseeds would have to be abolished, while for cereals
it would likely have to be adjusted upwards21.

For sugar the market support mechanisms are similar though on accession, border
protection would have to be harmonised22.

Quotas would need to be implemented for dairy milk production. In addition a dairy
cow premium based on quota rights would have to be introduced. On accession border
measures (tariffs and export subsidies) would have to be adjusted.

For the beef sector, headage payments for suckler cows, bulls and steers, stocking
density limits, individual references (suckler premium rights) and regional ceilings
(male premia), and an aid to private storage system with a trigger price would have to
be introduced. On accession, border measures would have to be aligned to EU levels.

On the structural side a persistent policy feature has been the provision of credit
(mainly in the form of interest rate subsidies) for operational as well investment needs
to the farm sector channelled through the banking system, though recently this seems
to have been reduced, particularly for production related investments. In the run up to
EU membership some of the existing instruments will have to be adapted to the
Community format, while new ones such as an agri-environmental programme will
have to be introduced. An area payments scheme would need to be developed and
fitted into the national envelopes proposed for the dairy and beef sectors under
Agenda 2000. In addition a more integrated regional and rural policy will have to be
developed fitted to the EU’s structural fund instruments.

In the field of approximation to EU legislation, further work is needed on the
implementation and enforcement of veterinary and phytosanitary requirements and on
the upgrading of establishments to meet EU standards.

The Commission Opinion, Accession Partnership and NPAA all recognise that in
view of the extremely high proportion of agricultural employment in rural areas, and
the current low productivity and income of the majority of farms, rural development is
a key priority for Poland in the run-up to EU accession.  The Government has
committed itself to developing an implementing a comprehensive and coherent rural
development policy, and adopted its “Medium-term strategy for rural development” in
April 1998.

Priorities are to encourage the creation of non-agricultural employment in rural areas,
to improve farm structures and productivity, to develop rural infrastructure and to
adapt agricultural production to market requirements.  These are all necessary changes
to strengthen the rural economy prior to accession.

                                                
21 If and by how far would also depend on the outcome of the next WTO negotiations on agriculture.
22 In general the speed of alignment of border measures to EU levels would depend on the speed of
integration into the single market and on the existence of transition periods or arrangements.
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Institutional changes required prior to accession include the development of
procedures and mechanisms for the design, implementation and management of EU
Structural Funds’ programmes and rural development policies such as agri-
environment measures, less-favoured area schemes and the rural Community
Initiative (the successor to LEADER).  Appropriate financial management,
accounting and reporting systems must also be put in place.

The underlying assumption for the commodity projections that follow and which
cover the period up to a possible accession, is that Poland will gradually adapt its
market and structural policy instruments to the foreseeable Community acquis, but
that level of support and of border measures will not increase much above or remain
at current levels due to budgetary constraints and GATT commitments23, and will
only be aligned after accession.

4.1.3 Commodity projections

In the farm sector, big structural changes cannot be expected in the privately farmed
sector and the small farms size will continue to be a particular handicap for
modernisation. This will be particularly important for land dependant activities such
as arable crops and grazing livestock but less so to intensive animal production and
perhaps fruit and vegetables.

As far as land use is concerned a slight reduction in agricultural area is projected due
to a continued reduction in arable land. Some of this land is already lying fallow and
that on poorer soils will be absorbed in an afforestation programme. The slight
decrease in grassland seen in recent years may also continue, in particular if some of
these are also absorbed into forest area.

                                                
23 It is assumed that GATT commitments will stay at the level reached after full implementation of the
Uruguay Round.
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4.2 Commodity projections (2003)

4.2.1 Crop sector

4.2.1.1 Cereals

The table below presents a tentative balance sheet for total cereals.

Table 4.2.1-1. Cereals forecast.

1989/90 1996/97 1997/98 1998/99(f) 2000/01 2003/04
area 000 ha 8311 8679 8857 8725 8945 9275
yield t/ha 3.24 2.91 2.86 2.87 3.05 3.32
production 000 t 26888 25245 25351 25077 27319 30831
imports 000 t 3591 3428 982 1145 2000 882
exports 000 t 80 222 116 84 296 1278
available 000 t 28942 26159 27078 27759 29023 30435

utilization
o.w. feed 000 t 18859 16062 16900 17900 19017 20270
o.w. seed 000 t 1892 1990 1961 1960 1902 1855
o.w. other uses 000 t 1674 2292 2405 2094 2178 2311
o.w. human 000 t 6517 5815 5812 5805 5926 5999
kg/capita kg 171 150 149 148 150 150
selfsufficiency % 93 97 94 90 94 101

Main assumptions :

- area: increase, some shift from the potatoes area plus 350 000 ha of idle land
coming back into cereals production over the whole period (of the 1.8 mio ha of
arable land idle in 1996).

- yield: starting point at the 1998 predicted yield, then paralleling the historical
long-term trend (+ 0.09 t/ha per year).

- imports: increased to level of no stock change;
- feed use: following the development of livestock production and developments

in feed potato use;
- other uses: 1998 plus an increase of  2 %/year.
- distribution between cereals: no change in share

In Poland, large fluctuations in production are common. Poland's Uruguay Round
commitments do not allow any export subsidy for cereals, so any surplus (largely wheat)
would have to be exported at the world price level.



111

4.2.1.2 Potatoes

Table 4.2.1-2. Potatoes forecast

1989/90 1996/97 1997/98 1998/99(f) 2000/01 2003/04
area * 000 ha 1859 1342 1306 1200 1080 950
yield t/ha 16 20 17 18 18 19
production * 000 t 34391 27240 22500 21551 19828 18011
stock change 000 t 48 0 0 0 0 0
imports * 000 t 0 35 30 30 30 30
exports * 000 t 789 72 39 78 123 123
available for util. 000 t 33650 27203 22491 21503 19735 17918

utilization
feed * 000 t 15727 12774 9058 11500 10500 9000
seed * 000 t 4511 3072 2880 2640 2376 2090
food * 000 t 5421 5214 5155 5094 5136 5199
other 000 t 7991 6143 5398 2269 1723 1629
food in kg/capita kg 143 135 133 130 130 130
selfsufficiency % 102 100 100 100 100 101

Main assumptions:

- area: the declining trend of the potato area is likely to continue; the decrease
between 1998 and 2003 is assumed to be around 250 000 ha, a decrease of
roughly 21  %;

- yield: this is very variable and does not show any clear trend; yield is assumed to
increase to 19 t/ha over the period.

- imports: the tariff for minimum access is fairly high (50 %), kept at 30 000
t/year.

- utilisation: feed use is very variable over years but there is a clear trend to a
reduction as it is replaced by cereals also.

4.2.1.3 Oilseeds (rapeseed)

Table 4.2.1-3. Rapeseed forecast

1989/90 1996/97 1997/98 1998/99(f) 2000/01 2003/04
area 000 ha 570 283 317 400 500 550
yield t/ha 2.78 1.59 1.88 2.01 2.11 2.26
production 000 t 1585 449 595 805 1056 1244
imports 000 t 3 374 126 160 5 5
exports 000 t 493 0 0 27 120 255
available 000 t 1095 823 798 938 941 994

utilization
o.w. seed 000 t 50 0 0 27 41 44
o.w. processing 000 t 1096 815 798 938 900 950
o.w. other uses 000 t -51 0 0 0 0 0
selfsufficiency % 99 33 43 38 112 125

Main assumptions:

- area: rapeseed, which was mainly grown by state-owned farms, was severely hit
by  transition problems; it should eventually recover to the higher levels of the
past (a peak at 570  000 ha in 1989) by 2002/3 under the influence of increased
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domestic consumption of vegetable oils and the rather positive prospects for the
world market prices. The first estimates for 1998 show that plantings are again as
high as 400 000 ha; This item has shown large variations often due to severe
winter weather and is sensitive to the cereal/oilseed price ratio.

- yield: starting point at 95-97 average + increment of .05t/ha/year.In 2002/2003, it
is still lower than the 89-91 average.;

- virtually no imports (surplus situation);
- the distribution of total supply between exports and disappearance (domestic

crushing) assumes an increased crushing capacity.

With such a scenario, Poland would considerably regain its traditional export position of
rapeseed and rapeseed oil. Domestic prices for oilseeds and oilseed products are already
at the level of the world market, therefore the Uruguay Round constraints on imports
will not be particularly binding.

4.2.1.4 Sugar

Table 4.2.1-4. Sugar forecast

1989/90 1996/97 1997/98 1998/99(f) 2000/01 2003/04
area 000 ha 423 453 419 380 364 340
yield t/ha 34.0 39.4 37.5 38.0 39.0 40.5
production 000 t 14374 17846 15719 14446 14202 13775

sugar
production 000 t 1730 2240 2060 1878 1875 1860
yield t/ha 4.1 4.9 4.9 4.9 5.2 5.5
yield % sugar 12.0 12.6 13.1 13.0 13.2 13.5
imports 000 t 13 76 84 84
exports 000 t 117 513 241 194
utilization 000 t 1663 1884 1717 1750
kg/capita kg 43.8 42.0 42.2 42.5
selfsufficiency % 104 119 109 106

Despite high production costs, Poland still exports sugar due to a high border protection
and export subsidies. The new market organisation, very similar to the EU's with
production quotas, financing of exports under quotas through a tax mechanism, export of
excess quantities without support shows signs of arresting the surplus.

Rationalisation will be partly encouraged by western investors when many of the high
number of factories will close and beet growing will concentrate on the most suitable
areas. This should lead to an increase of sugar yields (1.2%/year assumed), up to an
estimated level of 5.5  t/ha in 2003, and to a decrease in the beet area.

The net export capacity could be maintained without breaking the GATT commitments
by using the opportunity of exporting (small) quantities produced at marginal cost
without subsidy.
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4.2.1.5 Land use

The table below shows the variations of land use linked to the above prospects for the
crops under review.

Table 4.2.1-5. Land use forecast

1989 1996 1997 1998 2000 2003/04
Cereals 000 ha 8311 8679 8857 8725 8945 9275
Oilseeds 000 ha 570 283 317 400 500 550
Potatoes 000 ha 1859 1342 1306 1200 1080 950
Sugarbeet 000 ha 423 453 419 380 364 340
Total 000 ha 11162 10757 10899 10705 10889 11115

Land use for these main crops decreases marginally, from 1997 to 2003/04 which
follows the downward trend from 1989. The trend slows down as some presently idle
land will come back into production 000 ha. Much of the rest of the land currently
fallowed in the state-owned farms, estimated in 1997 at 1.3  mio ha, (1.8 mio ha in 1996)
would remain largely unused for crops and some would go into grassland or forestry.
Nevertheless, the overall picture would have to be reassessed if the management
structures and incentives develop to such an extent that this land comes back into
production.

Figure 22. Crop area forecast.
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Figure 23. Crop production forecast
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4.2.2 Livestock sector

4.2.2.1 Livestock numbers

Table 4.2.2-1. Livestock numbers forecast

1989 1996 1997 1998 (f) 2000 2003
cattle 000 10733 7150 7303 7380 7454 7566
o.w. cows 000 4990 3461 3487 3500 3535 3588
pigs 000 18835 17964 18135 19250 19832 20738
poultry 0 51740 51740 56300 58500 60863 64589
sheep & goats 000 552 552 491 490 496 526
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4.2.2.2 Milk

Table 4.2.2-2. Milk forecast

fluid milk 1989 1996 1997 1998 (f) 2000 2003
cows 000 4990 3461 3487 3500 3535 3588
yield kg/cow 3291 3387 3450 3505 3611 3776
fluid milk prod. 000 t 16420 11722 12032 12269 12766 13551
imports 000 t 0 265 300 361 361 361
exports 000 t 0 924 946 1031 1031 1031
available 000 t 16420 11176 11419 11599 12096 12881

utilization
feed 000 t 761 701 701 670 684 704
processing 000 t 8004 5089 5706 5900 7300 7300
other 000 t 7655 5386 5012 5028 4113 4876
kg/capita kg 170 139 128 128 145 150
selfsufficiency % 100 105 105 106 106 105

Main assumptions:

- number of cows may now grow, but only slowly at 0.5 %/year.
- milk yield: an increase of 1.5 % per year partially under the influence of the

present modernisation programme.

Under this scenario, milk production in 2003 would still be under the 1990 level (13.5
mio t compared with 16.4 mio t).

The delivery ratio should recover to at least previous levels but this will need
considerable investment in new plant. However, in general, the processing and
marketing of such quantities are not likely to raise particular problems, due to the
dynamism of the downstream sector and to an increased consumption of dairy produce.

4.2.2.3 Beef

Table 4.2.2-3. Beef forecast

1989 1996 1997 1998 (f) 2000 2003
cattle 000 10733 7150 7303 7380 7454 7566
total slaughters 000 3356 2659 2575 2682 2833 2875
average weight kg 215 164 189 182 185 185
production 000 t 720 435 487 489 504 527
imports 000 t 100 25 9 9 18 18
exports 000 t 164 49 63 72 84 90

utilization 000 t 653 414 431 426 437 455
kg/capita kg 17.2 10.6 11.1 10.9 11.1 11.4
selfsufficiency % 110 105 113 115 115 116

Main assumptions :

- cattle numbers: may pick up again as the dairy herd starts to grow slowly.
- beef production: Much will depend on the price and on quality.  Production is

not dependant on cow numbers due to the significant live animal trade and the
large slaughterings of calves. (+1.5% year)
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- beef disappearance: this has declined severely but could recover with
increasing incomes. (+0.2 kg/head/year, +1.8% annually)

Under this scenario, cattle numbers would remain much lower in 2003 than in 1989
(7.6 mio instead of 10.7 mio), as would beef production (527 000 t instead of 720 000 t
in 1990). There will be some imports of high quality beef, most “beef” exports will be
live animal trade.

4.2.2.4 Pigmeat

Table 4.2.2-4. Pigmeat forecast

1989 1996 1997 1998 (f) 2000 2003
pig numbers 000 18835 17964 18135 19250 19832 20738
total slaughters 000 20421 23505 20438 23447 23798 24885
average weight kg 91 86 84 88 88 88
production 000 t 1854 2020 1724 2062 2094 2190
imports 000 t 19 45 45 55 46 46
exports 000 t 58 178 178 270 204 236

utilization 000 t 1845 1887 1591 1857 1936 2000
kg/capita kg 48.5 48.6 40.8 47.4 49.0 50.0
selfsufficiency % 101 107 108 111 108 110

Main assumptions :

- pig numbers: though likely to be cyclical, the pig numbers will grow
(+1.5%/year), responding to good consumer demand. Pig rearing is likely to
increasingly favour lighter and leaner animals;

- pigmeat production: would recover from the expected 2.1 mio t in 1998 to 2.2
 mio t in 2003;

- pigmeat disappearance: will continue to increase as living standards improve
(0.5%/year).

Under this scenario, pigmeat production would be substantially higher in  2003 than in
1990 (2.2 mio t instead of 1.85 mio t) and the export trade would continue to grow.

4.2.2.5 Poultrymeat

Table 4.2.2-5. Poultymeat forecast

1989 1996 1997 1998 (f) 2000 2003
poultry numbers Mio 51.7 51.7 56.3 58.5 60.9 64.6
total slaughters Mio 260 329 308500 318000 335 355
average weight kg 1.47 1.25 1.69 1.45 1.50 1.55
production 000 t 383 410 520 575 628 717
imports 000 t 0 45 66 70 80 80
exports 000 t 20 26 38 45 56 64

utilization 000 t 363 429 548 600 652 732
kg/capita kg 9.6 11.0 14.0 15.3 16.5 18.3
selfsufficiency % 106 96 95 96 96 98
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Main assumptions :

- poultry numbers: the minimum was reached in 1993 and a strong growth is
now in evidence, benefiting from rationalisation, strong investment in efficient
production facilities and some border protection.

- poultry production: this should increase from 520 000 t in 1997 to 717 000 t in
2003.+ 4.55%/year from 1998.

- poultrymeat disappearance: should further increase due to increasing incomes
and good demand. (+0.6kg/year from 1998).

Under this scenario, poultrymeat production will be double the 1990 level (717 000 t
compared with 352 000 t). Such is the strong demand, trade might still be negative.

4.2.2.6 Total meat consumption

Table 4.2.2-6. Forecast of balance sheet for the main meats

1989 1996 1997 1998 (f) 2000 2003
production (*) 000 t 2980 2871 2736 3131 3231 3438
imports 000 t 119 115 120 134 144 144
exports 000 t 243 253 279 387 344 391
utilization 000 t 2889 2730 2582 2888 3031 3191
kg/capita kg 76 71 67 75 80 83
o.w. beef kg 17 11 11 11 11 11

o.w. pigmeat kg 49 49 41 47 49 50
o.w. poultrymeat kg 9.6 11.0 14.0 15.3 16.5 18.3
selfsufficiency % 103 105 106 108 107 108

Meat consumption should follow increasing food demand and income. Pigmeat remains
by far the most preferred, as in other CEECs, but poultry is catching up fast due to
convenience and comparatively low prices. Beef starts from a lower level and will only
grow and benefit domestic producers if quality improves.
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Figure 24. Animal production forecast
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Figure 25. Meat consumption forecast
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5.1.4 Glossary/abbreviations

ARMA Agency for Restructuring and Modernisation of Agriculture (as well
called ARMOR = Agencja Restructuryzacji i Modernizacji Rolnictwa)

ARR Agencja Ryunku Rolnego (Agency for Agricultural Markets)

BGZ Bank for Food Economy

CECs Central European Countries

CEFTA Central European Free Trade Agreement

CSE Consumer Subsidy Equivalent

cwe carcase weight equivalent (for supply balance sheet calculations)

EU European Union

GAO Gross Agricultural Output, value of sold production plus own producer
consumption

GAP Gross Agricultural Product, a measure of value added in agriculture
(GAP=GAO-IC)

GDP Gross Domestic Product

GUS Glowny Urzad Statystyczny (Central Statistical Office)

IC Intermediate Consumption, costs of inputs of materials and services
used by agriculture

lw live weight (in tables)
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NTB Non-tariff barriers
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p.c. per capita (consumption)
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TAIEX Technical Assistance Information Exchange Office of the European
Commission

UAA Utilised Agricultural Area

URA Uruguay Round Agreement
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5.2 Annex 2: Agricultural Agencies and Organisations

The three main government agencies that support the development of agricultural and
the food economy under the central responsibility of the Ministry of Agriculture Food
Economy are:

• Agricultural Market Agency (ARR)

The Agency was established in 1990 primarily to stabilise commodity markets
through state intervention. Nowadays its role has expanded to also include the
protection of agricultural producers’ income level. The Agency, subsidised by the
State budget, operates through seven regional agricultural market agencies,
focusing on three main markets i.e. cereals, milk and meat. The scope of the ARR
intervention activities are defined in annual programmes which list the products to
be covered by the Agency, a forecast of prices according to which intervention is
to be conducted, as well as funding for intervention. Proposals are put forward by
the ARR Council after analysing market prices and average production costs. The
Government, however, takes the final decision. The intervention activities of the
Agency are of a commercial rather than an administrative nature. They do not
involve grants, subsidies or imposing production quotas and do not replace the
market pricing mechanism, but rather support it.

• Agricultural Property Agency of the State Treasury (APA/AWRSP)

APA was established in 1991, under the Law on Administration of the State
Treasury’s Agricultural Real Estate, which gave the property rights of the State’s
agricultural real estate and the responsibility for the administration, restructuring
and privatisation of such property to the Agency. It exercises property rights over
all the liquidated state agricultural enterprises and agricultural property transferred
from the State Land Fund. Moreover, in compliance with regulations on farmers’
social insurance, it purchases agricultural property from retiring farmers. APA, a
trust organisation, has been managing the state farms or their assets mainly
through: the sale of assets; leasing either to private legal entities or individuals in
exchange for an agreed rent; transferring assets to a shareholding company; or
establishing a management or administrative contract. The Agency operates from
15 regional branches throughout Poland. Since the very beginning of structural
reform, the Agency has taken over 1666 state farms, therefore having an area of
4591.8 thousand hectares at its disposal. By the end of 1997, over 581.3 thousand
hectares were sold; 2889.5 thousand hectares were taken on lease. A further 116.1
thousand hectares were allowed to be cultivated by ventures without any charge.

In its selection of the different forms of property disposal, the Agency takes into
account demand for land among private farmers, the situation in the local labour
market and the claims made by former owners. Since the establishment of the
Agency till May 1997, about 4.5 million hectares of land has passed through the
State Treasury Agricultural Property Stock, which includes all the former state
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farmland. Of this, the Agency has sold 513 thousand hectares and only 663.7
thousand hectares is left in the Property Stock.

• Agriculture Restructuring and Modernisation Agency (ARiMR)

The Agency, which was established in 1994, financially supports the
modernisation of Polish agriculture, through the improvement in production
efficiency, quality and competitiveness, and rural development. Financial help in
the form of subsidies to investment and turnover credit interest is available to
farms, agrifood processing businesses, firms providing services to agriculture as
well as investors creating new non-farming jobs in rural areas. Credits subsidised
by the Agency are executed through the intermediary of the bank, according to
the bank procedures. A condition of obtaining a credit is a submission of a
business plan, guaranteeing that the project undertaken will improve efficiency,
quality and marketing.

• Farmers Social Security Fund (KRUS)

The KRUS was set up under the act on Social Security of Farmers 20 December
1990. The Fund’s responsibilities include:

Providing services to persons insured (and to beneficiaries), collecting
contributions and the award and disbursement of benefits,
Action aimed at preventing occupational injuries and disease
Action in favour of persons insured (and of beneficiaries) who are unable for a
long period of time to work on a farm, initiate and support the development of
optional insurance.

There are two types of social security, pensions and insurance in case of
accidents, sickness and maternity.

Financial resources of the KRUS are derived from farmers’ Social Security
contributions Fund from farmers’ contributions;
Pension Fund subsidised by the budget,
Administrative fund,
Prevention and rehabilitation fund
Reserve Fund.
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5.3 Annex 3: The veterinary sector in Poland

ANNEX 3 –
THE VETERINARY SECTOR IN POLAND

A very high animal health status and the protection of agri-food exports, by
maintaining high technical and hygiene standards as laid down in the appropriate EU
Directives, is the wish and the aim of Poland.  The Polish veterinary services also
aim to improve general food quality and product safety to protect Poland's own
consumers.

The economic importance of agriculture is reflected by the fact that about 27% of all
employment is in the agricultural sector.  Poland is self-sufficient in most agricultural
products; e.g. annual milk production is up to ~ 12 mio t., meat production is nearly
3.0 mio t. and about 450.000 t. of fish are landed annually.

The veterinary supervision of more than 0.9 mio livestock holdings for animal health,
and the need to realise a stable-to-table monitoring concept, indicate the importance
of creating a fully-functional veterinary sector in the pre-accession period.

In a functional analysis of the veterinary sector at least five sub-sectors are to be
distinguished.

1. Veterinary Education and Training Sector

1.1 Four veterinary faculties (Lublin 1944, Warsaw 1842, Wroclaw 1945 and
Olsztyn 1966) provide training for veterinary students, who qualify as
veterinarians following a study period of 5.5 years (11 semesters).
Remarkably, the number of veterinary students has doubled at all four faculties
since 1989. A total of about 480 veterinary students are now admitted annually,
representing about 0,0013% of the Polish population.  This seems sufficient to
cover the future needs of the veterinary profession in Poland.

1.2 All four faculties are interested in participating in the evaluation procedure by
the European Association of Establishments for Veterinary Education (EAEVE)
with regard to the application of the EU training schemes and teaching
programmes. A preliminary visit to the Veterinary Faculty of Wroclaw was
recently carried out, with satisfactory results.

1.3 Poland has established a veterinary specialisation committee, which has
proposed postgraduate training programmes which will be introduced into
the teaching programmes of all veterinary faculties.  However, systematic
postgraduate training was already established about 30 years ago.  Since
1994, the former Postgraduate Training Centre for Veterinary Surgeons at the
National Veterinary Research Institute in Pulawy switched to training
veterinarians employed as state veterinary officials, in close co-operation with
the State Veterinary Department. Within the new postgraduate training
programmes, graduate veterinary surgeons can specialise in 17 fields of
veterinary medicine.  For state veterinary officials, specialisation is possible in
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the disciplines of epizootiology, food hygiene, feed hygiene and animal
reproduction, as well as in laboratory techniques.

1.4 To continue professional development (CPD) courses are also held
regularly by the regional veterinary chambers, the provincial veterinary
inspectorates and the Polish Society of Veterinary Sciences.  Various other
courses are given by numerous other Polish veterinary associations on special
veterinary subjects.  This shows that CPD in Poland is very lively.  It is
supplemented by TAIEX seminars and activities and in-and out country training
provided by TAIEX as well as various Phare projects, particularly on the
implementation and application of the EU veterinary acquis.

2. The State Veterinary Sector

2.1 The State Veterinary Administration is split into two levels.  The central level,
the Veterinary Department, is attached to the Ministry of Agriculture and Food
Economy.  The Department is headed by a director, who is also the Chief
Veterinary Officer (CVO), and has 4 sections (animal health and
pharmaceuticals, veterinary public health, organisation and methodology and
the secretariat of the CVO). Both the CVO and the head of the National
Veterinary Research Institute report to the Minister of Agriculture, but
independently from each other.  At regional level, however, there is a veterinary
sanitary inspectorate in each of the 49 regional administrative bodies
(“Voivodeships”).  These come under the Ministry of Internal Affairs, with a
budget from the Ministry of Finance.  At local level, districts have been
established as part of the Voivodeships.  A total of 265 district veterinary offices
have been installed here too.

2.2 Competence for the EU veterinary acquis lies with the Polish veterinary
services.  At central level, however, the Ministry of Health and Social Welfare
has competence for veterinary public health concerning product requirements,
placing products on the market and meat preparations.  It appears that both
central competent authorities are co-ordinating their activities carefully and co-
operating closely together.

2.3 The State Veterinary Department, as the competent authority for drafting
legislation and preparing the harmonisation of Polish legislation with the EU
veterinary acquis, is working hard to meet its targets. Considerable progress
has already been made. The Act of 24/04/97 on the control of infectious
diseases, meat inspection and veterinary inspection is the basis for
implementing national legislation harmonising with the EU veterinary acquis.

2.4 The second task of the State Veterinary Department is to co-ordinate the
enforcement of the legislation, which is carried out and applied
independently by the regional and district veterinary offices in the
Voivodeships.  The regional veterinary inspectorates have an animal health
and a public health division and direct the district veterinary inspectorates at
local level.  They are also responsible for the operation of Border Inspection
Posts (BIPs) and Regional Diagnostic Institutes. Obviously, not all
Voivodeships have BIPs and Institutes.  At present, there are 39 BIPs and
about 21 regional institutes and 31 sub-regional laboratories. The number of
BIPs will be reduced significantly following the accession of Poland and
neighbouring Associated Countries to the EU.  In future, there will be veterinary
BIPs at 6 ports on the Baltic Sea, 5 at airports with international flights and
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some BIPs (road, rail) on the land borders with Belorussia, Ukraine and Russia
(Kaliningrad).

Regarding the considerable independence of the Voivodeship inspectorates,
doubts have been raised whether this really results in a harmonised and co-
ordinated approach to control measures in the veterinary sector.

2.5 It seems justifiable to carry out detailed appraisals concerning the investment
needed to upgrade regional diagnostic capacity and on BIPs, before any further
expenditure is made.  An observation has been made that the State Veterinary
Department (15 official veterinarians) is seriously under-staffed.  This does not
appear to be the case at regional (246 official vets) or district level (1584 official
veterinarians).  In total, 2164 veterinarians and about 3000 technicians and
auxiliaries are engaged in official veterinary inspection.

2.6 A computerised communication network linking all levels of the veterinary
administration does not exist at present, but the services are keen to install EU-
IT systems, such as ADNS, ANIMO, SHIFT and InforVet, as soon as possible.

2.7 The animal health situation concerning OIE List A diseases is satisfactory,
except for Classical Swine Fever in the wild boar population, where sero
conversion can be observed and virus genome carriers can be found.  The
domestic cattle herd is free of Tuberculosis, Brucellosis and partly free of
Enzootic Bovine Leucosis (only in 22 Voivodeships).  Oral vaccination of the
fox population against Rabies has been carried out since 1993 and it is hoped
that the vaccination campaign can be extended to the whole of Poland.  Other
diseases such as Swine Vesicular Disease and Brucella Melitensis are
monitored quite closely as well as Classical Swine Fever (CSF) in the domestic
pig population.  Disease monitoring and surveillance plans as well as
contingency plans need to be elaborated, although programmes and
instructions for practical work in the field exist. A major epidemiological factor in
spreading diseases is swill feeding to pigs. However, there is no Polish
legislation covering this important matter.

2.8 Animal welfare rules have a long history in Poland, going back to 1928.
However, a new animal welfare act has been drafted and the application of
EU standards on keeping calves, pigs, laying hens and laboratory
animals, as well as on the transport and slaughter of animals, is pending
implementation of the draft.

2.9 Veterinary public health rules also have a long history, for example the act on
animals and meat slaughtered for human consumption in 1927.  However, all
this needs to be adjusted to the EU acquis, and EU standards adopted on
meat, milk, fish, eggs and all other products of animal origin for human
consumption.  The introduction of control point/HACCP concepts has already
started and the Polish residue monitoring and sampling plan was approved
by the EU.  With the adoption of the EU Directive on zoonosis control,
appropriate control plans will be elaborated.

3. The Private Veterinary Sector

3.1 Alongside the economic and social changes in Poland, the process of
veterinary privatisation has taken place.  For nearly forty years (1949-1989)
private veterinary practice did not exist.  All veterinary activities during that
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period were operated by the State within a uniform structure.  However, a free
veterinary profession was re-established in 1990 and a veterinary chamber
system created.  Over 7000 former state-employed vets resigned, became
private country veterinary practitioners or found jobs in the pharmaceutical
industry or different branches of animal production. Private practitioners were
helped financially in various ways to continue operating the former state
veterinary clinics.  But this did not work in every case, and a few vets could not
earn money practising veterinary surgery.  Another way of solving income
problems was by the State contracting private vets to carry out official
veterinary meat inspection tasks or animal health surveillance activities.  The
private veterinary practitioner is generally involved in the notification of
infectious diseases, being the first contact in line with diseased animals.

3.2 The Chamber of Veterinarians has managed the professional activities of
private veterinary practitioners since 1990 and co-operates with the State
Veterinary Service and the Society of Veterinary Science in the field of training
and research.  The National Chamber, with 4 elected bodies, is the umbrella
organisation for 16 regional Chambers.  All vets in practice, state inspection,
veterinary education, training and research, as well as in the pharmaceutical
sector, are obliged to be members of the Chamber.  The Chamber is a
professional regulatory body and its budget is based on membership fees. With
about 9635 members, the Chamber has become an observer member to the
Federation of Veterinarians of Europe (FVE).

4. Livestock Sector

4.1 Cattle and breeding pigs are ear-tagged, registered to their herds and certified
by local administrative authorities before they are moved or transferred  from
their premises.  Health certificates are required if the animals, including poultry,
move between regions.  However, the administration of records and certificates
without a database or the help of a computerised system is a huge problem
when more than 900.000 small livestock holders are involved.  The existing
system should be analysed with regard to EU requirements on animal
identification, registration and movement control.

The national livestock herd comprises 7.4 mio cattle, 19 mio pigs, 0.5 mio
sheep and goats and 0.5 mio horses.

4.2 An animal health trust fund is held by the Ministry of Agriculture and funded
by a levy on animals slaughtered.

4.3 Another important aspect concerning livestock, and in particular the dairy
sector, is the adaptation of the small scale/backyard holdings to meet EU
standards. At present it appears to be very difficult for these holdings to comply
with hygiene standards and the standards for raw milk.

5. Sectors of Industry under Veterinary Legislation

5.1 The permanent maintenance and upgrading of the agri-food sector to keep or
reach the corresponding EU technical and hygiene standards adequately is
a target which has to be taken very seriously, not only in the meat sector but
also for milk, fish, eggs and other products of animal origin or products for
animals, like pharmaceuticals, biological products and feed.  The introduction
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of control point/HACCP concepts as well as the application of good
laboratory/good manufacturing practices has just started and needs to be
taken further by the industries, as new specific training is being provided
through a national Phare project.

5.2 However, at present 105 meat plants (red, white and game meat) are listed as
EU approved, whereas the approval of 98 dairy plants had not been renewed
by the deadline of 30/11/97.  In addition, two cattle AI centres are listed, but no
other establishments from any of the industries subject to veterinary legislation
are approved at the moment. There is no doubt that substantial investment will
be needed to prepare the agri-food industries dealing with fish, milk, eggs, etc.
for the internal market.

6. Conclusion

Poland has given the veterinary part of the Community agricultural acquis
priority and is working intensively to catch up with EU requirements in the
veterinary sector, both in approximation and in application and enforcement.
Considerable progress has been made but much still remains to be made.
Nevertheless, investment in restructuring and upgrading the agri-food industry
to make it competitive, and to comply with EU standards, will have an important
impact on the development of agriculture in general.
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5.4 Annex 4: PHARE assistance to Polish agriculture24

Phare supports the Government's policy and provides funding for adoption and implementation of the acquis
communautaire and rural development. It identifies the following as priorities:
- establishment of a coherent structural and rural development policy to deal with the problem of Poland’s

agricultural structure;
- implementation and enforcement of veterinary and phytosanitary requirements and upgrading of

establishments to meet EC standards; this is particularly important with regard to the inspection and control
arrangements for protecting the EU external borders;

- strengthening of the administrative structures to ensure the necessary capacity to implement and enforce the
policy instruments of the CAP;

- further restructuring of the agro-food sector to improve its competitive capacity.

Phare assists the Ministry in the adoption and implementation of the acquis communautaire, taking into account
the EU's White Paper. More importantly, Phare also assists in the restructuring and modernisation of the services
in the field of food quality control and testing, standardisation, veterinary and phyto-sanitary inspection of agro-
food products in view of EU requirements. Support is also provided for policy advice and staff training of the
Ministry for restructuring and strengthening of the agricultural education, research and extension system. As
regards rural development, Phare supports the development of the land market to accelerate  land consolidation
and land cadastre. Phare also supports the development of wholesale markets, to improve distribution channels.
Agricultural professional organisations will be supported, including the development of a market information
system. Phare is helping the Ministry to initiate an investment facility directed towards rural co-operatives and the
diversification of economic activities in rural areas.

Since 1990, Phare provided 208 million ECU for agricultural reform in Poland. Major projects
were:

Supply Programmes (feed and pesticides) 70 MECU
° Agricultural Credit Line 30 MECU
° Aerial Photography   5 MECU
° Transformation of Rural Co-operatives 15 MECU
° Reform of Rural Co-operative Banks 12 MECU
° State Farms Privatisation   7 MECU
° Extension services training   7 MECU
° Policy Support   7 MECU
° Modernisation of Marketing and Investment   3 MECU
° Rural Infrastructure Water Supply   4 MECU
° Implementation agricultural acquis 17 MECU
° Rural development   7 MECU
° Legal approximation   8 MECU

Examples of Phare activity

Phare assistance for agricultural restructuring has concentrated on the transformation of rural co-operatives in co-
ordination with the World Bank. In rural banking, Phare financed training of Polish bank staff, advisers and
auditors for the co-operative banking structure and provided policy advise to the Government on the restructuring
of the co-operative banking system, again together with the World Bank. Phare was instrumental to the creation of
the National Union of Co-operative Banks and the creation of 3 Regional Co-operative Banks.

The programme on extension services helped rural development staff and farmer committees in the rural sector via
financing of pilot projects. The programme on state farm privatisation assisted the Agricultural Property Agency in
the restructuring and privatisation of state farms. A pilot capital fund was set up to help ex-state farm employees to
establish their own farm business in selected regions of Poland, thereby privatising state farm assets.

                                                
24 Prepared with the aid of DGIA
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Phare is assisting the Ministry in terms of policy formulation and integration issues and is financing a number of
projects concerning commodity trade, quality management in the dairy sector, land consolidation, interprofessional
organisations, etc.

The rural infrastructure component is a pilot programme to reduce farm water pollution. The agricultural credit
line, via co-operative banks, provides long-term credit of up to 12 years to farmers and food processors. It has
provided over 1,000 small loans so far. An aerial photography campaign is currently ongoing to improve land use
planning and the land registration system.

Phare activities in the future

As this country report was in the process of being finalised, preparations were underway for programming the
1998 PHARE activities.

The Phare programme is the main financial instrument of the reinforced pre-accession strategy as it was set out in
the Agenda 2000. The Phare assistance focuses on the adoption of the Community acquis in particular on the
priorities identified in the Accession Partnership and in the National Programme for the Adoption of the acquis.

On the basis of the Accession Partnership, the short and medium priorities and intermediate objectives for
agriculture include reinforcement of phytosanitary and veterinary administrations, particularly as regards facilities
at external borders, setting up of structures needed for regional and structural policy, alignment with the
agricultural acquis, attention to environmental aspects of agriculture and biodiversity.

Furthermore, they include development of the capacity to implement and enforce the CAP, in particular the
fundamental management mechanisms and administrative structures to monitor the agricultural markets and
implement structural and rural development measures, adoption and implementation of the veterinary and
phytosanitary requirements, upgrading of certain food processing establishments and testing and diagnostic
facilities and restructuring of the agri-food sector.


