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Abstract: Poland, having joined the EU, became subject to
4 regulations that significantly changed the conditions under
which its food industry functioned. As markets opened up to
each other, the possibilities of sale increased and
competitiveness of economic entities improved. Mobilised
public funds contributed, among other things, to
modernisation of agricultural holdings and food industry
enterprises, improvement of their competitiveness,
construction of the infrastructure and multifunctional
development of rural areas. The paper discusses tendencies in
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1. Introduction

Contemporary experiences around the world show that the market and state have to coexist, and state
interventionism should always be limited to supporting rather than replacing the market. The state should
intervene only where it has a clear advantage over the market mechanism, i.e. when the market does not protect
collective interests (Rembisz 2010). The modern world economy often rejects the thesis about the perfection of
markets, legitimising thus the need for the interventionist role of the state (Czyzewski, Matuszczak 2014). Main
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reasons for intervention in the modern world agriculture include high level of risk in the agricultural activity and
ineffective prevention of such risk (Wasilewski, Felczak 2013). This risk is the result of, among other things,
changing climatic conditions, lack of sufficient information and underdevelopment of the agribusiness structures,
including consultancy. The necessity of intervention in the sector of agribusiness is also justified by: occurrence
of the phenomenon of external costs and effects, low price flexibility of supply, lower level of work productivity
compared to other areas of national economy, low mobility of labour force employed in agriculture, necessity of
providing public goods, and implementation of the concept of sustainable development (Kowalski 2014).

The Common Agricultural Policy is an example of state interventionism in the food sector, which includes
market and non-market tools. Market tools, connected with price support, favour the largest producers,
especially those most productive and offering commodities (Weiss, Bitkowska 2014). Rural development
programmes are examples of non-market instruments. As an instrument of the state's intervention policy, they
provide a chance for stabilisation of the policy within the period of a few production cycles. They stimulate
changes in the area of production structures, improvement of competitiveness, environmental protection and
multifunctional development of rural areas. As such, they are a basic instrument for supporting the process of
modernising the food economy and rural areas

2. Assumptions of agricultural policy in the aspect of financial outlays

The agricultural policy in Poland is not coherent (Babuchowska, Marks-Bielska 2014). It supports the
functioning of agriculture based on the traditional and industrial model, ecological agriculture and agriculture
based on induced development and sustainable development (Czudec 2013). The objectives and mechanisms of
the Common Agricultural Policy and the specific characteristics of the Polish agriculture indicate that the
functioning of our agriculture should be based in the long run on a dual model. Some agricultural holdings,
meeting the basic requirements of the environmental protection, should implement production methods that
ensure high economic effectiveness, while the development of the other agricultural holdings should be based on
methods that are more ecosystem-friendly and allow them to use their environmental, social and cultural
advantages.

The integration with the EU created new conditions in Poland for the development of agricultural and
food industry. Since 2002, the food industry has been supported with funds as part of programmes co-financed
from the EU budget, which overlap and complement each other. The total value of financial aid programmes
together with direct payments for the agricultural and food sector and rural areas exceeds PLN 113 billion. It
includes payments under the SAPARD programme - around PLN 4.5 billion, SOP "Agriculture" programme -
around PLN 6.4 billion, RDP 2004-2006 - around PLN 11.1 billion, RDP 2007-2013 - PLN 27.5 billion and nearly
PLN 63.5 billion of direct payments (Sprawozdanie z dzialalnos$ci Agencji Restrukturyzacji i Modernizacji
Rolnictwa za 2013).

The above-mentioned programmes are show continuity of general objectives, with systematic expansion
of aid forms and changing scope and value of granted support. The SAPARD programme was preparing the
Polish food and agricultural sector for the accession, especially in terms of adaptation to EU's sanitary, hygienic
and environmental requirements. After 2004, the strategic objectives of the agricultural policy have become:
improvement of the competitiveness of the food and agricultural sector, sustainable development of rural areas,
improvement of the state of the environment, improvement of life quality and diversity of the management of
rural areas. Most activities implemented from 2007 to 2013 were continuation of activities implemented in the
previous years. This shows continuity of policy in the area of implementation of the objectives, but it doesn't
mean that the agricultural policy is internally cohesive in the long run. Multiple actions and objectives mean that
some of them cancel each other out pr exclude each other.

Innovation will remain the main source of future economic growth and competitive advantages. Creation
and diffusion of innovations is an important factor in improving quality and effectiveness. Although the
competitiveness of the Polish agricultural and food sector can be perceived as quite high, its low innovativeness
may represent a significant threat not only to the increase, but also to maintenance of the competitive position.
Thus, the priority of the agricultural policy should be activities that strengthen competitiveness and
innovativeness of the food and agriculture sector. These activities will become even more important, if we look at
them from the perspective of the predicted increase in the size of global population and natural limitations.

An important priority of future development will also be sustainability and multifunctionality. This refers
to stimulation of the economic and social activity of inhabitants of rural areas, diversification of activities to
ensure alternative income sources, defining agricultural production in accordance with environmental
requirements, maintaining landscape values and biodiversity. It is necessary to strive to improve the conditions
under which rural population live, reduce unemployment and areas of social exclusion. The key to sustainable
development is coherence in its three dimensions: economic, social and territorial.
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3. Evaluation of the results of the implementation of the Common Agricultural Policy in
the agricultural and food sector

Until Poland joined the European Union, EU funds had significantly contributed to financing the
transformations in agriculture. The most widespread type of support are direct payments, which are received by
around 1.5 million of farmers annually. Between 2004 and 2013, the value of such payments grew from PLN 6
billion to PLN 15 billion annually (Czyzewski, Poczta-Wajda, Sapa, 2010). It amounts to PLN 10 000 per
agricultural holding, with 85% of agricultural holdings with the area of over 1 ha benefiting from this aid
(Sprawozdanie z dziatalno$ci Agencji Restrukturyzacji i Modernizacji Rolnictwa za 2013).

An equally important source of income that does not depend on production but only on the location of an
agricultural holding are payments to farmers in less favoured areas (LFAs). Around 700 000 farmers benefit
from such payments annually, i.e. half of those receiving direct payments. The area of land eligible for LFA
payments is around 6.9 million ha.

tys. zt 10

ol

2007 2008 2009 2010 2011 2012 2013

(<)}
1

o

O Average per afarm O % of all farms B %of farms with the area of over 1 ha

Figure 1. Direct payments - amount of payments and share in the number of agricultural holdings
Source: own work based on data from the Polish Central Statistical Office and the Agency of Restructuring and
modernisation of Agriculture.

The share of direct payments in the income of agricultural holdings is around 35% (Marks-Bielska,
Babuchowska, 2009). If we also take into account other types of direct payments, such as animal payments or
LFA, this share will be even higher. Farmers receive such payments every year and are not obliged to account for
how they spent them. Smaller agricultural holdings usually spend received payments on current needs and
factors of production, whereas larger ones also on investments.

An important source of aid for agricultural holdings are funds for investments. In order to receive them,
an agricultural holding has to develop a business plan and has it approved by the body managing such a
programme. Funds for investments in agricultural holdings available as part of SAPARD, SOP "Agriculture"”, RDP
2004-2006 and RDP 2007-2013 have been fully used. In total, 15% of agricultural holdings have taken advantage
of activities aimed at improvement of competitiveness of farms since 2002. The most, 8%, took advantage of the
project "Modernisation of agricultural holdings"; 7% took advantage of the project "Early retirement”, 2.6% -
"Young farmer" and 1.2% - "Diversification of agricultural activities". The value of the grants is quite high, and its
average value in the programme RDP for one beneficiary is even higher. In the operation "Modernisation of
agricultural holdings" it exceeded PLN 140 000, in "Diversification of agricultural activities" - PLN 84 000,
whereas in "Young farmer” - PLN 66 000 (Kozera 2011).

The income situation of most farmers covered by the mechanism of the CAP has become improved. The
increase of the income level of agricultural holdings was mainly caused by grants in the form of direct payments.
From 2005 to 2013, in real terms, the income from the factors of production for a full-time farmer in the Polish
agriculture grew by over 47%, and for the whole agriculture of the EU - by 12.3%. The dynamics of the income
growth of farmers' households was higher compared to other social and economic groups. The real disposable
income of farmers grew by 66.2%, whereas overall income increased by 37.9% (Czekaj, Majewski, Was 2014;
Kalinichenko, 2014). Improvement of the competitiveness of agriculture depends on structural changes, which
determine increased effectiveness of the use of the factors of production and on the development of the whole
national economy, especially in the context of its capability of creating new jobs outside agriculture. Programmes
for the development of rural areas, direct payments and changes in the whole economy accelerated structural
transformations in agriculture. They involved, among other things, concentration of production. Evidence of that
can be over 20% decrease in the number of agricultural holdings between 2000 and 2010. It should be noted
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that the biggest, 25%, decrease was seen in the number of the smallest agricultural holdings (1.5 ha), while the
number of the largest ones saw significant increase. However, Poland stilt lags behind the main food producers
in Europe in this area.

Table 1. Selected results of the implementation of activities under programmes SAPARD, RDP 2004-

d RDP 2007-2013
o Overall Amount of aid
. . Funds paid in percentage of
Activity Beneficiaries 1re . per one
PLN million agricultural g,
. beneficiary
holdings
Modernisation = of 80 794 7188 5.95 88967
agricultural holdings
Facilitation of the start for 42 310 1736 271 41030
young farmers
Early retirement 73924 7136 4.73 96 531
biversification of 17 846 1136 1.34 63 656
agricultural activity
In total 214874 17 196 14.73 80 028

Sources: own work based on data from the Polish Central Statistical Office and the Agency of
Restructuring and modernisation of Agriculture.

The period of Poland's membership in the EU is connected with production, investment and trade
upswing in the food industry. Between 2004 and 2013, industrial production of food was growing at an average
rate of 4.9% annually.

This pace is a little faster than GDP growth (4,4%), almost twice as fast as the increase in the commodity
production of agriculture (2.6% annually), 2.5 time as fast as the growth in the consumption of food, drinks and
manufactured tobacco (1.9%), and a little slower than the rate of industrial production development in Poland
(5.8%). At the same time, the growth rate of the value of the sales of food industry in Poland was among the
highest in the EU. As a result of these changes, Poland strengthened its position on the European market. The
production value of the food sector in Poland (around EUR 69 billion according to the purchasing power parity of
currencies) represents around 9% of the value of food and drink production in the EU-27 countries. The fact that
the Polish food sector is an important partner and competitor for EU food and drink producers is also confirmed
by comparison of other indicators, such as: employment (in Poland 461 000 people, i.e. 10.8% of employment in
EU-27); added value (in Poland - EUR 9.5 billion, i.e. around 7.2% of the level in EU-27); the number of
companies, including the sector of micro-enterprises (in Poland - 15.9 thousand, i.e. 5.2% of companies in EU-27
countries) (Rocznik Statystyczny Rzeczpospolitej Polskiej 2013).

The result of such changes is consolidation of the industry. Between 2000 and 2013, the number of active
food industry factories producing food and drinks was systematically decreasing (by around 32%). The biggest
decrease was registered in the sector of micro-enterprises (by 37%), whereas the smallest among small and
medium-sized companies (14% in each group). This was accompanied by decrease in employment (by around
10%). Micro-enterprises registered the biggest decrease in employment (by 21%), while in the sector of small
companies employment was minimally reduced or even saw a temporary increase (Rocznik Statystyczny
Rzeczpospolitej Polskiej 2013).

Privatisation of the sector, structural changes and investments to modernise and adapt processing plants
to EU veterinary and sanitary norms and standards are a source of such entities’ success on the domestic and
foreign markets. The overall value of investments between 2000 and 2013 exceeded PLN 70.0 billion. However,
the share of EU aid in this amount is small, nearly PLN 4.0 billion, and by 2013 the value of payments will have
reached around PLN 7 billion (Sprawozdanie z dziatalno$ci Agencji Restrukturyzacji i Modernizacji Rolnictwa za
2013 rok). Nevertheless, EU funds are a catalyst for investments. In order to receive co-financing, an
entrepreneur has to mobilise own funds, which makes the final value of the investment 3-4 times as high.

Almost all food industries benefited from subsidies in 2013, but the main beneficiaries of aid have
remained meat, dairy and fruit and vegetable industries. The value of co-financing per one investment project
was between PLN 1 and 1.5 million. From the start of the SAPARD programme to the end 2013, almost 4.0
thousand investment projects in over 2.1 thousand processing plants were implemented (Sprawozdanie z
dziatalnosci Agencji Restrukturyzacji i Modernizacji Rolnictwa za 2013 rok).

The effects of aid measured by the indicator of "survival" of a company on the market are very
satisfactory. Most entities that benefited from EU aid are still conducting production activity.
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Figure 2. Average value of grant
Source: own work based on data from the Agency for Restructuring and Modernisation of Agriculture.

Medium-sized companies, i.e. those employing from 50 to 249 people, account for over 40% of companies
using investment aid. Between 2002 and 2006, investments mainly focused on adaptation to EU sanitary and
veterinary requirements (around 80% of the value of investments in the meat and dairy industries). Between
2004 and 2008, most investments (45% of the value) were aimed at improving the quality of production and
introducing a new product to the market, whereas in the 2007-2013 programme investments focused on
increasing added value (45% of the value) and introducing new products to the market. Such a change of
investment types shows that processing plants gave priority to activities aimed at increasing their
competitiveness. Environmental protection investments are marginal.

Public aid plays an important but decreasing role in setting the pace and direction of investments in the
food industry. It certainly led to the strengthening of our competitive position and increase in the export of the
Polish food industry. EU countries are the biggest outlet for Polish food and agricultural products (increase from
63% of the overall export value in 2003 to around 85% in 2013). Since the accession to the EU, the Polish export
increased almost three and a half times, import - three times, and net trade in such products - over five times.
This led to the increase in the positive net trade from EUR 0.5 billion in 2003 to EUR 2.8 billion in 2013. Food
industry products dominate the structure of foreign trade in food and agricultural products. The results of trade
in such products have a decisive influence on creation of trade surplus. The share of semi-finished products and
finished products in export is growing. In 2013, proceeds from their sale accounted for 86% of the export of the
Polish food and agricultural sector. For comparison, the share of processed products in the food and agriculture
import is around 70% of the value of trade (Rocznik Statystyczny Rzeczpospolitej Polskiej 2013).

4. Summary

The last decade saw dynamic structural changes occurring in the Polish agriculture, food industry and in
rural areas. The most important ones include: decrease in the number of agricultural holdings accompanied by
an increase in the share of the largest ones, which directly impacts the increase in the average area of
agricultural holdings, decrease in employment in agriculture, and growing concentration and specialisation of
production. However, structural changes are slow, and cannot be effectively accelerated due to factors outside
agriculture.

Investment boom in the food industry started in 2003 and was connected with the necessity of
modernising and adapting Polish food enterprises to EU sanitary, veterinary, animal welfare and environmental
protection standards. Investments made in the first period of Poland's EU membership made it possible to
popularise obligatory quality management systems to ensure health security of food. Between 2008 and 2009,
investment expenditure came to a halt, but the following year saw the first signs of recovery in this area. Thanks
to the investments, the Polish food industry is among the most modern in Europe, and companies from this
sector can successfully compete with producers from other EU countries.

EU aid programmes enabled modernisation of a number of agricultural holdings and processing plants,
improvement of food safety and quality, increase in added value and innovativeness of production, as well as
improvement of competitiveness on the international markets. Changes in agricultural and food industry do not
result only from the fact that Poland was included in the Common Agricultural Policy, but also from the change in
market conditions. The impact of the different instruments varies. While direct payments have the biggest
impact, the impact of programmes for supporting semi-subsistence farms or early retirement is only slight.

The future strategy for the development of agriculture should take into account the current process of
polarisation of agricultural holdings into agricultural and non-agricultural orientation. This polarisation refers to
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people, households and economic entities (including agricultural holdings operating in rural areas). There is a
growing tendency of interpenetration of various spheres of economic activity. Support for the economic
development of rural areas with public funds should be based on activities aimed at ensuring the
implementation of the concept of achieving an internal balance between these areas. It involves maximisation of
net benefits of the economic development, and at the same time protection and ensuring long-term regeneration
of natural resources services - the concept of sustainable development.

The discussion held within the EU about the future of the Common Agricultural Policy after 2013 shows
that it will play a key role in ensuring food safety, sustainable development of agriculture and rural areas as well
as in the management of natural resources. It will focus on new EU challenges, such as those connected with
protection of resources, climate changes, water management, biodiversity, renewable energy or risk and crisis
management.

The key challenge for the food sector, not only in the EU, but also all over the world, will however be food
safety. The increase of the world population to 9 billion by 2050 will require a 70% increase of food production,
while the access to scarce resources, in particular water, energy and land, will be limited. This means growing
pressure from world markets on increasing food production, risk of price fluctuations on the food and
agricultural markets, and increased pressure on natural resources. Food, like in the earlier ages, will be of
strategic importance. The future agricultural policy in Poland should take into account these challenges when
defining its objectives.

However, in the future public aid should play a decreasing role in setting the pace and direction of
investments. The state, assuming the function of a regulator, will force certain behaviour of economic entities.
Beneficiaries of public funds will, by definition, be in a privileged position in comparison with those that will not
receive such grants. This however may lead to decreased effectiveness, and consequently - long-term
competitiveness.
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