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Structure of the rural population
incomes in Poland before and after the
accession to the European Union

Abstract: In the period of transformation significant changes in the structure of
income sources of population in Poland have been observed. The most important
ones are a fall in the share of salaries and an increased role of social transfers as
a main source of incomes. These tendencies were especially visible in rural areas.
Accession of Poland to the European Union creates through Common Agricul-
tural Policy and regional policy new possibilities for overcoming income prob-
lems troubling rural population. Total transfers to Polish agricultural sector and
rural areas within 2004-2006 under those titles would reach more than 10 bil-
lion €. To ensure maximum absorption of available funds, national development
plans were elaborated. Authors argue that during the first years of membership
there will be no significant changes in the rural population’s income structure.

Keywords: rural population, income sources, Common Agricultural Policy, regio-
nal policy.

Introduction

The subject of this paper is the problem of incomes of rural population in Poland
during the transition period and after the accession to the European Union'.
Rural population in Poland constitute 38.2% of total population, significantly
more than in Western European countries. Most of the rural population has
a connection with agriculture by operating an agricultural holding, working in
agriculture or having income from agriculture. A part of urban population is also
engaged in agriculture but this is out of the scope of the paper.

We focus on the determination of grounds for the possible changes in the rural
population income structure (sources of income). That would be done taking
into consideration the historical tendencies in this domain and the promises gen-
erated by the mechanisms of the European Union policies.

! In this article we develop the discussion on one of the problems pointed out in: J. Zegar,
Z. Florianczyk (2003).
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We formulate the proposition that European integration, and basically the mech-
anisms of Common Agricultural Policy and regional policy of the EU will create
circumstances that may significantly improve incomes of rural population, how-
ever during the first years (2004—2006) without major changes in the structure
of sources of incomes.

The systemic transformation that has started at the end of the eighties of the 20t
century aggravated the historical economic problem of the agricultural popula-
tion, compounded by the increase of the distance to the urban population in the
income domain. There are a number of reasons of this situation. Firstly, a dimin-
ishing role of agriculture as a source of incomes, that is not a result of agricul-
tural production stagnation but of the opened price scissors between agricultural
product and agricultural input prices. Secondly, the liquidation of jobs in the
rural areas in the national agricultural enterprises, in the sphere of the agricul-
tural services, and in the industrial sector located in cities. In the latter case large
factories at first offered their employees early retirement or sacked those from
rural areas. Thirdly, the economic growth that is currently taking place after
a regression during the first three years of the transformation is first of all
observed in the service sector, mainly concentrated in the large agglomerations.
Therefore, it is principally the townsfolk that take the advantage of the economic
development. Rural population has lesser opportunities of participating in these
profits because of the distance to the work places and lower education — espe-
cially in modern occupations. The economic (income) consequences resulting
from those reasons were alleviated by the rising social transfers (mainly early
retirement plans and pensions — either agricultural or employee, meaning per-
sons previously employed in the state sector). However, these social transfers
have certainly limitations associated with the charge on taxpayers. Economic
activity is the ultimate basis for an income and that is why a high rate of
employment and their efficiency form the sustainable conditions for the socially
justified material aid.

In the transformation period a significant improvement in educational level of
the rural population has occurred, especially concerning the younger generation.
This raises the chances for employment. Simultaneously, rural areas are becom-
ing more attractive as the investment locations, thus providing new work places.
These are also formed by the development of technical infrastructure. In this
respect the agricultural and regional policy of the EU plays a significant role,
involving the use of the large-scale financial instruments. However, there is
a need for efficient institutions that would allow for maximising the utilisation
of the possibilities created by the EU mechanisms and, last but not least, an
effective exploitation of the resources transferred through the EU budget.

Income sources of the rural population

Historical changes of the socio-economic structure play a significant role in
shaping the structure of income sources of the agricultural households and the



rural population. Poland is not an exception from this pattern. However, having
been buried under the socialist system of economic relations caused a sluggish
process of agricultural restructuring and modernisation in terms of a free market
economy. The subsequent transformation led in relatively short period of time to
relations characteristic of a market economy, which affected significantly the
tendencies in the domain of structure of population’s income sources.

These tendencies are based on:

o fall of the work based incomes in the structure of the total incomes, and that
mainly concerning population employed in the public sector?;

e higher incomes in private sector accompanied by significant fall of remuner-
ation from a private farm;

e increase of non-salaried sources of incomes, mainly from retirement pay and
pensions;

e relatively bigger changes in the rural against the urban population’s structure
concerning sources of incomes.

These tendencies are illustrated by the data shown in Table 1, pointing out to
differences between the period before (1970—1988) and during the transition
period (1988-2002).

Table 1. Structure of the total and rural population incomes according to the main sources of
incomes in selected years a (%)

Total population Rural population
Specification

1970 1978 1988 2002 1970 1978 1988 2002

Wages and salaries 50.4 49.9 454 32.3 54.3 52.0 471 31.1
* outside agriculture 31.7 35.7 34.8 28.0 18.0 21.8 22.9 20.7
- public sector 30.5 34.5 31.8 11.5 17.3 21.0 211 7.9

- private sector 1.2 1.3 3.0 16.5 0.7 0.8 1.7 12.8
*in agriculture 18.7 14.2 10.6 43 36.3 30.2 24.2 10.4
- public sector 2.0 29 2.4 0.1 3.3 5.0 4.3 0.2

- private sector 16.7 11.3 8.2 4.2 33.0 252 19.9 10.2
Social security benefits 7.5 11.5 18.0 28.0 4.1 8.3 171 28.0
* retirement pay 2.9 4.3 9.1 13.9 1.5 2.2 9.0 14.0
* pensions 3.7 6.4 7.3 9.2 22 54 6.8 9.8
Dependents 42.2 38.5 36.6 38.0 41.6 39.8 35.8 40.2

@1n 2002, without persons living off the property incomes (0.1%, of which rural population 0%) and persons
with non determinate sources of incomes (1.6%, of which rural population 0.7%).

Source: Population and households. State and socio-economic structure, CSO, Warsaw 2003, 54-55,
tab. I.

The salary-based income sources are connected with the labour market, that is,
with the possibility of utilising labour force and remuneration for work. On the
other hand the non-salaried sources depend on the systems of national social

2 Most important factors driving this phenomenon are privatisation and economic failure of work
intensive branches and large factories.
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policies and especially on the degree of social solidarity. As mentioned above,
the basis for the non-salaried sources of incomes is constituted by the effective
and efficient work of the employed persons. In the last several years the share of
persons depending on salaried incomes has dramatically dropped down. This
problem must be overcome, for otherwise an improvement of incomes will not
be possible. There is no possibility of maintaining a much lower, in comparison
with the average for EU-15, economic activity of the population, which is now
being observed in Poland. Moreover, Lisbon Strategy is concerned with the fur-
ther improvement of the economic activity of the population — up to 70% in
20103. This requirement must be applied to the rural areas, where there are more
obstacles on the development path, including effective utilisation of labour
force.

Table 2. Selected data on economic activity of Polish population in 2002

Total Of which rural population

Specification .

population In ‘000 In %
Total (in ‘000) 38 218 14 647 38.3
Economically active persons (in ‘000) 17 097 6 481 37.9
Activity rate (in %) 55.0 56.1 102.0
Employed persons (in ‘000) 13722 5 366 39.1
Persons employed on private farms in agriculture (in ‘000) 2383 2245 94.2

Source: Statistical Yearbook, CSO, Warsaw 2003, 5-6, table 2; 16—18, table 9; 53, table 13(27).

Percentage of persons in working age in the rural areas is lower than on the
average in the whole country (58.4% against 62.2%), with a little higher per-
centage of persons in the post working age (15.6% and 15.1%, respectively).
Data from Table 2 show that private farming still plays an important role in pro-
vision of work places, the average for the country being equal 17.4% and for the
rural areas 41.8% of the respective totals of working persons. These percentage
rates are much higher than the shares of persons employed in private farms in
the total number of persons with incomes depending on work (on the country
level — 13%, and in the rural areas — 32.8%), indicating lower remuneration
from work in agriculture than outside of it*. The structure of employment
according to institutional sectors is significantly different for the urban and rural
populations, owing to the fact that agriculture dominates in rural areas, as shown
in Table 3°.

3 Current employment rate in Poland slightly exceeds 50%, while the average rate for the new
members is around 57% and in the UE-15 countries it is at around 64%. (Implementation of Lis-
bon... 2004).

4 According to the data from the household budget surveys the remuneration from work in
farmer households is by about 30% lower than in the households of employees (Zegar 2004).

5 There is a minor difference between Tables 2 and 3. The data in the first one come from the
BAEL survey and refer to the IV quarter of 2002 r, and in the second one — from the national cen-
sus carried out on 21 May — 8 June 2002.



Table 3. Structure of economically active population by sections of main employment a with
respect to urban and rural areas in 2002 (%)

Specification Poland Urban Rural
Total (‘000) 13218.3 8 139.9 5078.4
Industry 19.0 20.2 17.2
Agriculture, hunting and forestry 17.0 2.2 40.8
Trade and repair 14.4 17.2 9.8
Public administration and defence, compulsory social 6.9 8.3 4.7
security

Health and social work 6.9 8.8 4.0
Education 6.7 8.2 4.4
Transport, storage and communication 6.4 7.5 4.7
Construction 5.9 6.2 55
Real estate, renting and business activities 54 7.4 2.1

2 Only sections with more than 5% share in total employment
Source: Economic activity of the population of Poland, CSO, Warsaw 2003, 32.

According to these data there is no doubt that agriculture plays an important role
in terms of establishment of possibilities for utilisation of rural labour force. It is
still the work place for almost 3/5 of the rural population (forestry and hunting
put apart), but for a significant share of the employed persons it does not provide
satisfactory incomes. This share varies considerably between regions. The res-
pective differentiation is shown in Table 4.

It turns out that agriculture constitutes an important element in the absorption of
the labour inputs. This, however, does not necessarily, as it was stressed before,
correspond to incomes. To achieve such correspondence efficient agricultural
households are needed. Liquidation of the national agricultural sector in the
period of transformation and the process of turning them into large private
farms, accompanied by a deficiency in job numbers outside agriculture resulted
in the large-scale unemployment in rural areas. High unemployment rates in the
voivodships where previously state farms were mainly located (zachodnio-
pomorskie, warminsko-mazurskie, lubuskie, dolnoslaskie, pomorskie) constitute
an evidence. One of the most important factors in this case was that families pre-
viously depending on work in state farms were ,,attached” to their dwellings.

Instruments of the European Union and the national
programs of agriculture and rural development in the
process of shaping the rural population’s incomes

European Union exerts influence on the rural population’s incomes mainly by
the intermediary of the Common Agricultural Policy and the regional policy.
The first one is focused on shaping the agricultural incomes — traditionally by
determining the prices of the agricultural production, with the use of direct pay-
ments and by instruments that aim at improvement of the surroundings of farms
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Table 4. Rural population aged 15 and more by economic activity and voivodships in 2002
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Economically active persons

(“000) Employ- Unemploy-

a
Total ment rate ment rate

Inactive Activity

Specification

(‘000) Total  Employed em;g_yed (‘000)  ratein % in % in %

POLAND 115123 63291 50784 12507 49155 56.3 452 19.8
Dolnoslaskie 665.0 356.0 257.9 98.1 297.3 54.5 39.5 276
Kujawsko- 609.4 339.1 59.0 80.2 265.2 56.1 429 236
-pomorskie

Lubelskie 932.7 24.0 448.0 76.0 395.0 57.0 48.8 14.5
Lubuskie 282.1 150.3 107.0 43.3 127.4 541 385 28.8
todzkie 737.2 431.3 367.2 64.1 301.6 58.8 50.1 14.9
Matopolskie 1243.2 663.8 544.9 118.9 542.3 55.0 452 17.9
Mazowieckie 14293 835.9 698.6 137.3 581.7 59.0 493 16.4
Opolskie 410.8 192.2 152.7 395 166.9 53.5 425 206
Podkarpackie 971.2 512.3 410.9 101.3 419.5 55.0 441 19.8
Podlaskie 396.2 216.2 189.6 26.6 160.9 57.3 50.3 12.3
Pomorskie 525.7 293.5 217.5 76.0 223.5 56.8 421 259
Slaskie 800.5 407.0 335.8 71.2 361.9 52.9 43.7 17.5
Swietokrzyskie 562.0 322.1 263.2 58.9 232.0 58.1 47.5 18.3
Warminsko- 437.6 233.6 159.9 73.7 194.1 54.6 374 316
-mazurskie

Wielkopolskie 1106.6 636.4 522.8 113.6 464.5 57.8 47.5 17.9
Zachodnio- 402.8 2153 143.4 71.9 181.7 54.2 36.1 33.4
pomorskie

2 including persons with undetermined relation to the labour market (267,700 persons)
Source: Economic activity of the population of Poland, CSO, Warsaw 2003, 82-89, tab. II.

and rural households. The last group of instruments has structural effects and
belongs to regional policies. As far as the regional policy is designed to narrow
down the differentiation in possibilities of development between regions, almost
all activities under regional policy have at least an indirect impact on rural popu-
lation incomes.

The CAP instruments could be divided into two groups. The first group of
instruments bears direct impact on the agricultural incomes while the second
group of instruments is designed to support the development of the rural areas.
The instruments thus classified are referred to as two pillars of the CAP. The
aims of the first pillar are fulfilled by supporting most of the agricultural product
markets and by direct payments. The second pillar consists of the instruments
that oblige farms to take up activities leading to structural changes, such as
investments in agricultural holdings, setting-up of young farmers, vocational
training, early retirement, care for the less-favoured areas and areas subject to



environmental constraints, agri-environment, improving processing and market-
ing of agricultural products, enhancing forestry and facilitating the development
and the structural adjustment of the rural areas (EC 1999).

While the first pillar instruments are addressed at the larger farms, the instru-
ments of the second pillar are more attractive to the smaller ones. The recently
implemented CAP reform consists in replacement of the direct payments by
a single payments scheme, significantly increasing the share of support that is
not bound with agricultural production (EC 2003). In this manner that reform
increases farms ability to adjust their production profile to the market demand.

The new members of the EU-25, subject to transition periods, will gradually
approach the full level of support granted to farmers by the CAP. During the
first years of the membership the distribution of direct payments in Poland will
be implemented with the use of the so-called ,mixed system“. This system
divides direct payments into two groups. One of them is associated with the area
of a farm, while the other one with the scale of production that is a subject of
CAP direct support. The system facilitates the mechanisms of distribution of
direct payments ensuring distributional effect analogous to the one under gen-
eral rules of the CAP. Polish farms are granted with 3,010 million € in direct
payments for the period 2004-2006 (Information... 2003). Besides 2,305 mil-
lion € from the first pillar of CAP, this sum will consist of 564 million € trans-
ferred from the second pillar funds and the compulsory 141 million € from the
national budget. Moreover, the total amount of direct payments can be extended
with additional 1,916 million € from the national budget’s resources.

One of the explanations for the two policies existing within CAP is the need to
accelerate the structural processes in the new members’ agricultural sector.
Indeed, this problem is common mainly to Poland, Lithuania and Latvia. These
Baltic region countries also feature very high rates of employment in agricul-
ture. Simultaneously, in these countries agriculture plays a much bigger role in
GDP formation than in most of the EU countries, while not guaranteeing ,,satis-
factory® incomes. Such a place of agriculture is due to a large number of small
holdings, where — as it was presented for Poland — farming is an additional
source of income.

One could assume that the first pillar instruments, as it has taken place in the
EU-15, will affect mainly the incomes of the larger farms, while the subsistence
farms would take advantage of the second pillar instruments (Florianczyk 2002).
From this point of view the transitional periods with lower level of the direct
payments should prevent enormous income increase in the large farm sector (EC
2002). Important barriers to expansion of agriculture are constituted by limits on
supported productions. Limitation of production by reducing the possibilities of
fully use of productive resources can be recognised as the main development
barrier for large farms.
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Table 5. Share of agriculture in the GDP formation and employment and average size of
agricultural holding in the selected EU countries in 2001

Average size of

Share of agriculture Share of agriculture agricultural holding,

Country

in GDP formation, % in employment, % in hectares
Denmark 23 3.5 45.7
Germany 0.9 26 36.3
Greece 6.7 16.0 4.4
Finland 0.9 5.8 27.3
Sweden 0.6 26 37.7
United Kingdom 0.6 1.4 67.7
UE-15 1.7 4.2 18.7
Latvia 3.0 15.0 5.6
Lithuania 6.4 17.5 9.0 (1)
Poland 3.3 17.4 (2) 8.5
Estonia 1.5 4.7 20.0

(1) private farms.
(2) data from the National Census 2002.

Source: Czech, Hungarian, Latvian, Lithuanian, Polish, Romanian, Slovak and Slovenian Agriculture in
Comparison with EU Countries, |AFE, Warsaw, 2003.

The scope of activities of the EU regional policy till 2006 is defined by three
objectives. The aim of Objective 1 is to support the development of the least
favoured regions, where the per capita GDP for the last three years has been less
than 75% of the Community average. On the other hand, in the framework of
Objective 2, conversion of regions facing difficulties is supported. The Objec-
tive 2 regions are determined on the level of NUTS 3¢ (NUTS 2 for Objective 1)
and cover the territories with different types of socio-economic difficulties that
are often accompanied by high unemployment, such as a decline in traditional
activities and depopulation of rural areas. Contrary to the first two ones, Objec-
tive 3 has a thematic character and promotes modernisation of training systems
and creation of employment outside the Objective 1 regions. In addition, there
are Community Initiatives available for seeking common solutions to specific
problems.

The objectives of the EU regional policy are implemented by the following
structural funds: European Regional Development Fund (ERDF), European So-
cial Fund (ESF), European Agriculture Guidance and Guarantee Fund (EAGGF)
and Financial Instrument for Fisheries Guidance (FIFG). Furthermore, the
objectives of the regional policies are accomplished with the use of the Cohe-
sion Fund (CF). From among these funds the greatest influence on rural areas is

¢ Nomenclature of Territorial Units for Statistics



exerted by EAGGF. Most of the instruments available under CAP are financed
from this Fund. On the other hand, the means from the ERDF can be applied to
support investments that provide new jobs and for the development of infra-
structure in rural areas. This fund, together with the ESF, providing financial
assistance for vocational training, retraining and job-creation schemes, facili-
tates the process of income diversification of the rural population. The FIFG, as
well, has an influence on this process. This is mainly due to the possibility of
financing modernisation of the fish processing industry from this Fund.

The Cohesion Fund was set up to provide financial help for projects in the fields
of environment and transport infrastructure on the European dimension. Sources
from this Fund are available to all the new member states and stimulate incomes
of the rural population in at least two different ways. It can be assumed that
a small number of villagers occasionally sell arable land allocated to new trans-
portation routes. In the long time perspective rural population may acquire an
easier access to the services concentrated in the cities.

Particularly valuable from the point of the development of the rural areas are the
Community Initiatives. These are aid or action programs drawn up by the Com-
mission taking into account specific problem areas. Currently, the initiative
Leader+ directly applies to rural areas and intends to activate rural human and
natural resources for sustainable development. It is characteristic for the Initia-
tives that they are prepared and implemented by local societies.

The total sum of potential resources from structural funds allocated to Poland in
2004-2006 is estimated at 11,369 million € (including the CF), that is — almost
one third of the national budget. To make the most of the opportunity that is
offered through the EU funds a National Plan Development Plan for 2004-2006
(NDP) was elaborated. It states the socio-economic development strategy for
Poland in the first period of integration (NDP 2003).

One of the NDP development axes, ,,Structural transformation of agriculture and
fishery sector®, is implemented by the Operational Programs (OP) ,,Restruc-
turing and modernisation of the food sector and rural development* and ,,Fish-
eries and fish processing®, co-financed from the Orientation Section of the
EAGGF.

In the framework of the development axis ,,Structural transformation of agricul-
tural and fishery sector* most of the financial recourses was assigned to the OP
»Restructuring and modernisation of the food sector and rural development*.
Each of the OP priorities has a number of activities. And so, Priority 1, aiming at
improvement of competitiveness of the agro—food sector, includes the following
activities: investments in agricultural holdings, setting up of young farmers,
training, agricultural advisory and extension service support, improving process-
ing and marketing of agricultural products.

The activities under Priority 2 ,,Sustainable development of rural areas* aim at
rural renewal and at preservation and protection of cultural heritage, land repar-
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Table 6. Financing of the National Development Plan 2004—2006 (million €, constant
prices 1999)

UE funds Total EU and

Development axes and .
operational programs (OP) national

P prog ERDF ESF EAGGF FIFG  Total funds
Developing the growth of, and 1300.0 1300.0 2529.7
employment in, the enterprise
sector
Human capital development 1388.9 1388.9 19411
Improving infrastructure 627.2 627.2 892.3
endowments related to economic
growth and quality of life
Structural transformation of the 1055.0 1786 1233.6 22783
agricultural and fishery sector
OP Restructuring and 1055.0 1055.0 1947.8
modernisation of the food sector
and rural development
OP Fisheries and fish processing 178.6 178.6 330.5
Improving the conditions for 2705.6 360.0 3 065.6 4 646.3
regional development including
rural development
OP Technical assistance 20.0 20.0 27.0
NDP total 46528 17489 1055.0 1786 76353 123147

Source: NDP 2004-2006, Accepted by the Council of Ministers on 14 January 2003, Warsaw, January
2003.

celling, diversification of agricultural activities to provide alternative incomes,
development and improvement of the infrastructure related to agriculture, and
restoring forestry production potential damaged by natural disasters, as well as
agricultural water resources management.

Support to investments that provide improvement of the hygienic and sanitary
standards and the quality of food and animal welfare are the Priority 3 activities.
It is expected that under the OP ,,Restructuring and modernisation of the food
sector and rural development™ 50,000 investment undertakings in agricultural
holdings and 500 in food processing plants will be co-financed, 6,000 projects
of diversification of farm activities will be supported, and 25,000 hectares of
agricultural land will participate in the land reparcelling program.

Simultaneously to the Operating Programme ,,Restructuring and modernisation
of the food sector and rural development™ Ministry of Agriculture will be res-
ponsible for the implementation of ,Rural Development Plan for years
2004-2006" (PROW 2004). The activities, included in this plan are co-financed
from the EAGGF Section of Guarantee and they aim at the increase of the com-
petitiveness of farms and support the sustainable development of rural areas.



Table 7. Financing of the Rural Development Plan for years 2004—2006 (million €, constant
prices 1999)

Priority/Activities National funds EAGGF
Priority 1. Increase of the competitiveness of farms
Structural rents 128.1 512.4
Support for subsistence farms 75.3 301.0
Support for agricultural producers’ cooperatives 5.2 20.2
Adaptation of farms to EU standards 48.7 194.7
Total Priority 1. 257.3 1028.3
Priority 2. Sustainable rural development
Support for the agricultural activities on less favourable areas 219.6 878.4
Support for the agri-environment 49.3 279.0
Increase of forest cover 224 89.4
Total Priority 2. 291.3 1246.8
Technical assistance 6.9 271
Supplement to direct payments 1411 564.2
Total 696.6 2 866.4

Source: PROW 2004-2006, Project, Warsaw, Ministry of Agricultural and Rural Development, March 2004.

In the first group of activities there are structural rents, support for subsistence
farms, adaptation of farms to EU standards and support for agricultural produc-
ers’ cooperatives. Other activities oriented at the development of rural areas are:
support for the agricultural activities on less favourable areas, support for the
agri-environment and animal welfare undertakings, and increase of forest cover.
The sum of 705.3 million €, originally envisaged for the rural areas, was
intended as a supplement to direct payments. In the framework of the PROW
there is a program of support for selected credit lines for agriculture, financed
from the national sources.

Influence of the UE on incomes of rural families in the first
years of accession

In the framework of policies of the European Union and concurrent to them the
national funds (state budget and private sources) of some 10,000 million € can
be directed to the rural areas. Just for comparison, in the last years roughly 1,000
million € were spent from the state budget for the needs of agriculture and food
industry (without the support to the farmers’ social insurance) (Kowalski et al.
2003). In spite of a rapid increase of funds one can be sure, taking into account
the differences between the Polish and the western European countryside that
they will permit only for the acceleration of the restructuring processes and for
a reversion of the negative trends such as a fall of the agricultural incomes.

In the years 2004—2006, from the I and II pillars of the agricultural policies
together with the regional policy almost equal sums of 4,900 and 5,100 million €
can be spent. In the case of the instruments from pillar I the main share of means
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will go to the relatively larger farms. The principle of the ,,mixed system® of
direct payments distribution is connected with physical size of the farm and
partly with the kind of production carried out (which, like beef production, char-
acteristic also for larger farms, can be associated with farm sizes). Similarly, the
aid for agriculture granted through the agricultural market support will mostly
benefit the larger farms. From the first pillar instruments also the population
operating on larger farms, whose basic source of income is work in agriculture
will mainly profit.

Out of the total sum of 4,900 million € from the first pillar 800 million € will be
at disposal to farmers for market intervention and 3,000 million € of direct pay-
ments funded and co financed from the EU funds. Yet, the realisation of the
additional direct payments of 1,900 million €, to be totally financed from the
state budget, is doubtful due to difficult financial situation of the state. At this
point we are not accounting for the effectiveness of the institutions that are
responsible for the EU fund acquisition nor for the willingness to participate in
the direct payments scheme on the side of farms, especially the small units.
A part of them will certainly not make use of this form of help because expected
revenue from direct payments is too small to encourage the fulfilment of formal
requirements. A considerably wider range of influence on the rural population
incomes is exerted by the instruments under the second pillar of the CAP and
under the regional policy. The agricultural households will be the addressees of
the resources, which aim at the amplification of their economic potential. For
purposes of this objective under the first priority of the PROW the sum amount-
ing to 1,300 million € is available. Almost half of this sum is predestined to
structural rents, thus directly enlarging the population depending on non-sala-
ried sources of incomes.

One can claim that in the framework of the OP ,,Restructuring and modernisa-
tion of the food sector and rural development™ a sum similar to that offered by
the PROW goes to the agricultural households. Even though there is no precise
statement how much is assigned to specific Priority actions that aim at ensuring
the sustainable development of the rural areas, the potential beneficiaries of that
fund are also large farms. The estimated number of farms that can make use of
resources for support of investments on the farms confirms also that only a small
part of farms would be assisted in financing their development. On the other
hand the rural population whose incomes in small degree depend on agriculture
and especially those without farms will be supported in the framework of the
NDP by the programs leading to protection and creation of jobs outside of agri-
culture. This will occur, in particular, through refinancing of modernisation of
the local processing manufactures. Simultaneously, support will be given to the
initiatives leading to formation of new work places in the framework of the pro-
gram aiming at diversification of farm activity. Programs supporting agricultural
activity in less favourite areas and the agri-environment undertakings will
mainly amplify incomes of smaller farms. In extreme situations the alternative
to food production can be forestation of agricultural land. Subsidies for the foun-



dation and nursing of forest are surely an attractive source of additional incomes
for farms with resources inadequate to be competitive on the food market.

Out of the total amount of 5,100 million € from the PROW and the NDP, allo-
cated directly to realisation of the second pillar of the CAP assignments, about
3,000 million will go to the instruments supporting the rural population of weak
connection with agriculture.

Table 8. Potential impact of the EU instruments on the rural population according to main
source of income during the first years of the accession

Specification In thousand persons 2002=100
Wages and salaries 17-120 100,1-101,0
* outside agriculture 12—-40 100,1-100,4
*in agriculture 5-80 100,3-104,9
Non salaried

* pensions 30-60 100,9-101,7

Source: own calculation based on PROW and NDP.

Undoubtedly the biggest influence on the structure of the rural population ac-
cording to the main source of income will be exerted by the Common Agricul-
tural Policy. Generally, it will increase the incomes of the agricultural holdings.
In case of large farms this will mainly take place through the price mechanism
and the direct payments and in smaller dimension by the intermediary of the sec-
ond pillar instruments.

In effect one can expect that the CAP will cause an increase in the number of
people with incomes depending on agriculture, by about 5,000 to 80,000 per-
sons. Further, in the years 2004—2006 the programme of structural rents should
encompass from 40 to 70 thousand people, which will diminish the number of
the persons depending on the agriculture. Additionally, it can be expected that as
a result of activities from the second pillar of the CAP some 12 to 40 thousand
of jobs outside agriculture will be created. In this process the investments aimed
at modernisation of food processing plants will play a minor role due to the
implementation of work saving technologies.

Summary

The conviction as to a positive influence of European integration on rural family
incomes seems well founded. This is justified by both direct transfers to the
agricultural households (farms) and by the opportunities created for the non-
-agricultural rural population. These latter — mainly associated with investments
— will gain gradually in significance and with time-shifted effects. The analysis
shows also that in the first years mainly the larger farms would take advantage
from the EU membership. The persons employed in these farms, besides an
improvement of their incomes from direct payments, may use significant
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amounts of money meant for supporting investments and adaptation of farms to
the EU requirements.

Designation of almost identical sums for the implementation of instruments
serving the agriculture and the rural development are in favour of the larger
farms. In practice, it can turn out that the main source of support for the rural
areas will be the direct payments, especially during the first years of the acces-
sion. The experiences from the EU-15 countries permit to conclude that the
funds devoted to rural development will not be fully utilised (CSES 2002). In
case of Poland the decisive role in the process of the absorption of available
means to the rural development would be played by the institutions managing
individual programmes. One of the indicators of weakness of administration is
low level of knowledge of potential recipients concerning the EU funds. There-
fore long process of structural transformation of Polish agriculture could be
slowed by a defective distribution of the accessible funds.

Assuming that in the nearest years there will be no essential changes in the num-
ber and demographic structure of the rural population and taking into account
the above analysis one can state that in a short time horizon the number of the
rural population with the main source of income from agriculture will not
change. However, progress in the introduction of structural instruments will
favour acceleration of a fall in the population numbers with secondary incomes
from the agriculture. An acceleration of changes in the rural population with
respect to their income source structure can be expected in later years (Bradley
and Zaleski 2003). This is when profits from integration, such as acceleration of
growth of Polish economy and multifunctional development of the rural areas,
will take place.
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