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ADJUSTMENT PROBLEMS AND PRESENT STATE OF REFORMS 
IN POLISH AGRICUL TURE 

von 

Mieczyslaw ADAMOWICZ' 

In the eighties lind in the beginning of the nineties, Poland underwent profound changes 
in political, social and economic spheres. At the beginning of the eighties, the fIrst stage of 
economic reforms airned at improving the effIciency of centrally planned system started. 
Since late 1989 market oriented eeonomie reform have been applied. The liberal 
stabilization programme, started in January 1990, airned mostly at decreasing the rate of 
inflation, stabilizing the market and initiating structural ehanges. It eoneentrated on 
balaneing the state budget, eutting subsidies, liberalizing prices, adjusting rates of interests 
on loans and savings, imposing restrietions for increase in wages, devaluation of national 
currency and establishing the stable intemal rate of exchange. 

Agriculture and food sectors were subordinated to the economic reform programmes 
similarly to the other sectors of economy. The introduetion of the liberal stage of eeonomic 
reform took plaee with the so-ealled "marketization" of agrieulture undertaken in August 
1989, half a year earlier than the stabilization programme began and applied mainly to the 
retail food market. The econornie stabilization programme whieh started in January 1990, 
eovered all eeonomic sectors, liberated most prices of goods and services from central 
decision and withdrew most of the subsidies and preferenees given earlier to different 
sectors, among others to agriculture. In the next period, even governments were frequently 
replaeed, the liberal market poliey has been advocated and eontinued. Liberal type of 
agricultural policy has been performed in spite of the internal and extern al conditions for 
agrieulture. The general economic situation of agriculture and food sec tors worsened. 

Two additional factors: the still persisting economic reeession and the broad opening 
of the eountry for cooperation with the West European countries are influencing the present 
state of agrieulture and the process of its transformation from a eentrally planned to a 
market oriented system. Almost three years of transition have made evident that eeonomic 
and structural backwardness of agriculture and rural areas eannot be solved exclusively by 
promoting the sole rules of the market economy. The new system revealed the weak sides 
of agri-food eeonomie seetors and aggravated the income and social problems. Moderniza
tion and restrueturization of agrieulture and the food complex cannot be solved without 
current and long term agricultural and rural policies by the sectors themselves. 

Economic situation of farm sectors 

The transition of Central and East European eountries into free-market economies was 
aceompanied by growing inflationary trends and the phenomenon of eeonomie recession. 
The average inerease in prices in Poland was 260 per cent in 1989, 586% in 1990 and 70% 
in 1991 (Intereconomies, 1992). The general economic situation of Poland had a tendeney 
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toward deepening crisis (GUS, 1992) However, during last few months some signs of 
economics growth have been observed. In 1991 the Gross National Product decreased by 
8-10 per cent compared to a year earlier and by 18-19 per cent compared to 1989. While 
the GNP in industry decreased in the period 1990-1991 by 38%, in transport by 36% and 
in construction by 15%, GNP in agriculture did not decreased at all but instead increased 
1 per cent in each year (Table 1). 

Table 1. The rates of economic changes in Polish agriculture in per cent 

Type of index 1989 1990 1991 

1. Gross National Product 100.2 100.9 101.0 
2. The rate of investment 30.8 20.3 18.8 
3. The index of price discrepancy 107.3 49.5 75.0 
4. Terms of Irade 127.8 103.2 102.0 
5. The income parity 104.0 69.0 63.0 

I 
Source: Wos A.: Polityka rolna w warunkach liberalizacji rynku 

(1990-1991), p.l9 

) . 

Projections for the 1992 show a further decrease of the GNP by li150ut 5 per cent (Tomczak, 
1992). As a result of economic recession, the deficit of the state budget has increased and 
the scale of investment is limited. The economic recession and high inflation are apparently 
the structural characteristics of the current transitional stage from centrally planned economy 
to the market oriented system. For instance in Hungary the inflation index was 29% in 1990 
and 35% in 1991, in Czecho-Slovakia 10 and 58%, in Romania 6 and 200% and in Bulgaria 
19 and 450%, respectively (Intereconomics, 1992). Inflation tends to limit and hamper the 
rate of structural changes in the total economy, including agriculture. The response of 
agriculture to this crisis phenomena is, however, quite different than for the other economic 
sectors. The farnily farming sector in Poland has responded weakly to the crisis and shows 
higher adaptative ability than other , also private economic units and at the same time bears 
a higher economic consequences of the recession. 

It is not clear if the increasing trends in agricultural production, distinguishing 
agriculture from other economic sectors, will be continued in the future,· because the 
farming sector is under the pressure of the following facts: 

low profitability of agricultural production; 
low level of agricultural incomes and unfavourable trends in macroeconomic income 
transfers; 
decreasing intensity of production and low demand for industrial inputs in 
agriculture; 
limited investment capacity of farms and enlargement of indebtedness because of 
unpaid credits. 

The generally positive trends in agricultural production have not brought adequate 
income effects for farmers due to the differentiated growth in prices. Current farm prices 
increased more slowly than prices of any other goods and services. In the years 1990-1991 
prices of industrial goods increased ten times, export prices increased seven times, import 
prices nine times and exchange rate of the dollar increased 7.3 times. At the same time farm 
products prices increased only five times rwos, 1992). As a result of these trends the real 
level of fann prices decreased in 1990 by 48 per cent, and an additional 34 per cent in 
1991. 
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Two main reasons influenced agricultural prices and incomes: 1) the lirnited demand 
for agricultural and food products and 2) increasing competition of agricultural imports. The 
relative high supply of agricultural products faced decreasing level of demand as a result 
of general decrease in incomes which resulted in an excess of supply upon demand in 
agricultural and food markets. The volume of internal demand for food decreased during 
1990-1991 by about 8-10 per cent. The decrease in export demand, wh ich is difficult to 
access because not all export was registered at the border in this time, was not negligible 
as weIl. The generally small surplus above the demand level on agricultural markets, along 
with uncontrolled food imports, strongly depressed the level of agricultural prices. This new 
phenomenon of relatively small demand barriers resulting in such deep decreases in agricul
tural prices was observed. In this situation farmers benefited comparatively little from the 
increase of production. 

An other factor influencing the economic situation of agriculture was the trend in price 
relations for farm products and production inputs. The aggregate price index for farm 
products in 1989 was 378.7. The same price index for products purchased by farmers was 
764.3. In 1991, farm prices increased by 30 per cent while prices of agricultural production 
inputs increased by 70 per cent. Retail food prices increased 47.3 per cent while prices for 
nonfood products rose 77.2 per cent during the same period (GUS,1992). The index ofprice 
relations of products sold by farmers and products purchased by them (cost-price 
discrepancy) deteriorated from about 50 in 1990 to 75 in 1991 (Table 1). This means that 
the econornic situation of farmers also deteriorated. The index of income parity has fallen 
from 104 in 1989 to 69 in 1990 and 63 in 1991 (GROCHOWSKI, 1992). In 1990 real 
incomes of farmers decreased by about 50 per cent in relation to the previous year and in 
1991, real income in agriculture was lower by 20-23 per cent (GUS,1991). So, the economic 
crisis resulted in the absolute decrease of farm incomes and in the relative weakening of the 
income situation of farmers compared to other groups of society. 

In the years 1990-1991, food prices increased at a higher rate than the increase of 
agricultural raw material product prices. The demand barrier influenced more strongly 
agricultural (farm) prices than retail food prices. There are insufficient links between the 
farmer price and consumer food price systems. In such imperfect markets the merchants and 
tradesman intercept unproportionate high (comparing with the share of farmers) part of the 
price paid by the consumers. In such situation the high retail prices block the demand for 
food and farmers don 't gain proportionally in relation to their supply on the market. 

As a result of above described processes, the position of agriculture in the total 
economy has been modified. The agricultural share in creation of National Income increased 
from 15.0 per cent in 1990 to 15.5% in 1991. Due to the unemployment as a new 
phenomena in Poland, the share of agriculture in total employment also increased. However, 
this caused increasing underemployment and disguised unemployment in this sector. 
Contrary, agriculture lost a transfer of incomes from other economic branches to it because 
almost all kinds of subsidies and budgetary helps have been liquidated. Total subsidies 
given directly to agriculture in 1989 constituted about 13 per cent of Gross Agricultural 
Output. Loss of these subsidies increased the cost of production by about one fourth and 
aggravated the general situation of the sector. At present, the process of retransfer of 
agricultural income to other sectors of the economy has started. This is abnormal in weil 
developed econornies and continuation of such will result in degradation of the agricultural 
sector. 
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Adjusting the family farms 

At the beginning of present day refonns in Poland the central question was whether 
agriculture and its surrounding sectors would be able to adjust to the new situation and 
market conditions in order to make the most of the free market in its development. 

It was believed that Polish agriculture could better adapt to the market-oriented 
economy than the other sectors such as industry and construction because the private farnily 
farming sector, which controls three-fourths of agricultural land, has always had great 
autonomy and freedom in making production decisions, as weIl as relative freedom in 
disposal of produced output Farnily farms have always been the dominant sector in Polish 
agriculture. There are about 2.2 million farms of an average size of 7.1 hectares. It was 
believed that this sector would help make a smooth transition to the free market system. The 
free market system, introduced recently as an economic refonn, has disrupted the centrally 
planned sysiems, with their protections in the fonn of stable and subsidized prices, 
preferential credits, guarantees of purchased procurement of food products, relatively low 
taxes and others devices of central planning. Agriculture, acting fonnerly in a situation of 
a high market demand, supported by the policy of income parity and bound, at the same 
time, by institutionallinks with subsidized, monopolistic marketing and processing organiza
tions, faced several important structural problems as a result of new liberal open market 
policy. Taking away the protective umbrella, the new system revealed the structural 
weaknesses of agriculture in both the private and socialized sectors. 

So, expectations that farnily farms could easily adjust to the market economic system 
failed. Farnily farms in total were not economically prepared for functioning in the new 
system. After aIl, this represented an extreme shift Small dispersed and ineffcient farnily 
farms are weak partners in a free market and suffer economic losses and depreciation (Wos, 
1992). Even larger weIl organized vertically integrated systems find it difficult to compete 
effectively in a new system. Private ownership of land and other production means is not 
really the only decisive factor for efficient adaptation to the free market system. The crucial 
factors in this adaptation are the economic strength (potential) of farms and adjustment 
capability of farmer as a person and manager. 

The adaptation difficulties of farnily farm agriculture to the market oriented system 
resulted in extreme discontent of farmers who pressed for continuation of intervention and 
protection policy. This resulted in intensified conflict between group interest of farmers and 
liberal concept of macroeconomic policy. The accomplishment of farmers claims, even 
though acknowledged as reasonable, is not fully possible in a period of econimic recession 
like ours, with a near-complete reorganization of State and the deficit of state budget. 

During the past three years, farmers faced the necessity of adjustment in the following 
areas: 

adjusting of supply to decreased demand, 
adjusting their demand for agricultural inputs to the lower level of incomes, 
adjusting the scale and structure of their production to the new system regulated by 
market without budgetary subsidies, 
adjusting the size and structure of th~ir farms and activities to the labour markets. 

As a result of refonns which were introduced, the Polish economy underwent a speedy 
transition from the economics of shortages to an economy limited by demand. The type of 
market in which producers had a dominant position is being replaced by a market in which 
the decisive role is played by consumers. The effective demand for agricultural products 
will fix the limits of agricultural development. So, the main attention of farmers should be 
directed not only for manufacturing of agricultural goods but for selling it and marketing. 
Formerly, the main development barriers were located in the productive resources use in 
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agriculture and food industry. At present, attention has shifted to the market, i.e. incomes 
of consumers and expansion of export. However, the prospects for growth of agricultural 
production in coming years are not so clear at all. This uncertain future is linked with the 
limited possibilities of accumulation of sources for investments, technological progress and 
structural changes. 

Liquidation of subsidies and differentiated trends in prices resulted in the relatively high 
increase of input prices and costs of production. This together with lower incomes resulted 
in the lowering of the demand for agricultural inputs and investment. Some estimates show 
that real demand for agricultural inputs decreased by 42 per cent and the investment outlays 
by about 50 per cent. This is important not only for the future of agriculture but for 
prosperity of industries for which agriculture is the primary market outlet. 

Situation in tbe State Farms 

The state sector of Polish agriculture, in addition to the problems which concern the 
family farm sector, has faced the new political concept of the country with respect to the 
forms of state ownership and state fmns. The state farms, created for the centrally planned 
system, have met difficulties in adapting to the market oriented system. The experience of 
the last two years showed that numerous enterprises had not satisfactory adjusted and that 
most of them could not exist in the present day structure. This resulted in confining the 
economic activities, impeding the investment inputs and processes of modernization, 
liquidating the last profitable production lines, and in extreme instances - in selling off the 
capital assets to keep financial liquidity and to pay wages for the staff. The special 
difficulties were feit by those enterprises which did not repay credit before inflation entered 
into high rate of increase. 

In 1990, the state farm sector had positive financial results (6615 billion zl) while in 
1991 half of the enterprises entered into financial deficit and lost borrowing power. Despite 
sorne supporting steps undertaken by the govemment and banks, a lot of state farms went 
in a bancrupt situation. It should be noted, that several of these farms that have relied upon 
the traditional state support have not undertaken any corrective steps. The indebtedness of 
the state farms at the end of 1991 was about 5 billion zl, or an equivalent of 38% of the 
fixed assets value, or 50% of the present value of animal stock and all other stored 
products. The indebtedness is continously increasing since the loans are not actually being 
repaid. 

Curbing the economic decline of most state farms is of great importance from the 
general economic point of view. State farms occupy more than 4 million hectares of 
agriculturalland, employ about 400 thousand workers and supply over 18 per cent of final 
agricultural production. They own a large amount of property valued at more than 132 
billion zl, of which 77 per cent is in fixed assets. So, given the large productive potential 
and specific location of these farms on the map of Poland (where there are limited number 
of private farms which are potential buyers of the land) they will not favour a process of 
rapid privatization. They prefer conditions for more gradual structural transformations. To 
facilitate these transformations, the new law conceming the State Treasury Agricultural 
Resources have been undertaken in November 1991. During two years period all forms of 
state owned land should be subordinated to the State Treasury Agricultural Ownership 
Agency. 

The aims of the Agency are to create favourable conditions for rational use of the 
resources, restructurization and privatization of assets, proper administration of agricultural 
resources, creation of agricultural farms, protection of the State Treasury Estate, conducting 
the land improvement works, creation of the new working places and others. The resources 
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which use the State Treasury Property could be subjected to: 
selling in total or in part, 
giving on lease to private persons or institutions, 
bringing in capital to partnership frrms, 
transference for limited or not limited time into hired administrator who will deal 
on behalf of the Agency, 
entrusting somebody with the management 

The state estate could also be assigned to the commune authorities without payment for 
investment purposes as weil as to the forest authorities for afforestation and/or even could 
be, in special cases, set aside as fallow. 

Changes in agricultural surroundings 

Adjustment processes in other sectors of food complex (food, processing industry, 
agricultural and rural services) were highly differentiated. Here the state and cooperative 
forms of entelJlrises remain dominant. However, their inefficiency and the new system 
showed the weaknesses and underdevelopment of the market infrastructure. The agricultural 
cooperatives faced special difficulties in adjustment processes. Since the central and regional 
cooperative unions were resolved, the cooperative units attained a chance of full 
independence (self-dependence). At the some time, however, they lost some channels of 
supply and distribution and thus the possibility of representing the cooperative· interests. 

Most of the entelJlrises acting in this sphere have chosen a strategy of survival and 
restricted their activity. While decreasing output by one third, the food processing industry 
strived to keep its profit-earning capacity by increasing processing of manufactured goods 
and shifting the high stable costs on to its partners, ie. farmers supplying raw materials and 
con~umers of the final products. This resulted in a higher decrease of the local industry's 
share in supply of food to the internal market. 

According to Urban, the Polish food industry's share of the total supply of food to the 
internal market decreased from about 75 per cent in the seventies to about 50 per cent at 
present (Urban,1992). The sizable part of this supply flowed by the new marketing channels 
organized most frequently by private merchants and tradesman. The conservative behavio
ur of the socialized processing industry met with the competitive food import organized by 
the private sector which, taking advantage of high margins dictated by the state and coo
perative sectors, quickly extended its share on the market without higher capital inputs. 
Following the first year of great chaos on the market, along with the exuberant growth of 
the street and square selling, the more normal roles and forms of turnovers are now 
restored. Also, the state and cooperative entelJlrises in response to the market have gradually 
changed their attitude by consolidating marketing mechanisms. In the second half of 1990 
some of entelJlrises undertaken an active adjusting steps to the new conditions of economic 
activity. The evident progress could be seen in branches having a short cycle of capital 
circulation such as processing of meat, chicken industry, brewery, confectionery and 
bakery industries. Some changes are observed in the dairy industry as weil. Because the 
dairy industry has been highly subsidized in the past, restructurization has been difficult. 

The limited scope of the adjustment process of entelJlrises in the food sector reflects 
10 a large extent the structural character. It resulted from the Structure of their productive 
capacity which were oriented to the mass buyer and not to current adjustments of 
production to the changing market demand. The method of management and ownership 
forms do not foster the strenghthening of the orientation for the market. 

Small adaptative ability was shown first of all by those units which had inefficient 
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equipment and obsolete technology. Small ability for financial accumulation and high cost 
of credits were also barriers which limited the scope of the enterprise adjustment to the 
market dernand. Both, in state farms and in food processing and marketing enterprises the 
important barriers in the adaptation process were habits and customs of managerial staff, 
lack of innovative attitudes and marketing activities as weIl as managerial techniques arising 
from the centrally planned system and not suitable to the market-oriented system. 

Main Iines of government intervention 

The liberal concept of stabilization policy generated great instability in agriculture. 
Some very serious social problems arose. Price variations, unstable profitability and difficul
ties with selling of farm products created problems even for good farmers in making the 
right decisions regarding current and long term prospects. In the first stage, farmers adjusted 
to the new situation in a rather passive way, by decreasing purchases of production factors 
and limiting inputs and investments. 

Lower demands for agricultural products, unfavourable movements in price relations and 
decreasing disposable incomes of farm families have put abnormal constraints on their 
investment abilities and hampered structural changes. These constraints were greatly 
intensified by restrictions on the availability of credit due to the enormous increase of 
interest rates on loans. Even now still the interest rates for credits vary between 46 and 55 
percent yerly. Farmers who have not been able to repay loans have fallen into the credit 
trap. 

Nominal indebtedness of Polish agriculture increased 24 times in the period 1985-1991 
but the main increase was during the last three years. In that period, nominal indebtedness 
increased 6.2 times while real indebtedness grew only by 11 per cent The total debt 
constituted 17.8 per cent of agricultural output of all sectors with 6.9 per cent in family 
farm and 62.1 per cent in socialized sector. 

At present about 200 thousand farnily farms, (about 8 per cent of farms) use a credit 
About 20-25 thousand have difficulties with repaying this credit The problem is primarily 
with mostly bigger and highly productive units. About two thirds of the state farms lost 
credit ability. 

Access to preferential credit, guarantee prices for basic farm products and intervention 
purchases of several farm products were the main request of farmer organizations. The 
government was forced to make some concessions from its initial very restrictive monetary 
policy, giving some subsidies to banks for preferential credits and to Agricultural Market 
Agency for price and purchase intervention at the agricultural market. 

Subsidies for agricultural preferential credits in the state budget were 835 billion zl in 
1990 and 1361 billion in 1991 (at current prices). Subsidies were distributed in 1991 as 
follows (Wos,1992): 
- purchases of fertilizers and chemicals 
- investment for modernization and restructurization agriculture 
- investment for reconstruction in food processing industry 
- purchasing and storing of farm products 

850 billion zl 
295 billion zl 

16 billion zl 
200 billion zl 

Agricultural credit was subsidized at a 0.7 rate of the central bank interest. The amount 
of preferential credit was not satisfactory and did not influence the recession trends in 
agriculture and the food sectors. 

Some expectations for improving the financial situation of agricultrure are linked with 
the new Fund of Agricultural Restructurization and Debt Clearing (created at July 1,1992). 
Initially, about 800 billion zl will be available for disposal. Improving the process of the 
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credit system is Iinked with the restructurization of banks and financial institutions. 
During 1991 the demand of guaranteed purchase prices for basic agricultural products 

(wheat, rye and milk) have been discussed. In November 1991 the decision regarding this 
form of intervention had been decided. In July 1992 the new level of guarantee prices and 
scale of intervention was agreed. This year the intervention purchases by the Agricultural 
Market Agency could be put into motion with prices exceeding the level of minimum 
prices. The main reason of this is low yield expected asa result of draught in· most regions 
of the country. 

The real barrler to using the guaranteed prices as weIl as the larger scale of intervention 
purchases is funds reserved in the state budget for these pwposes. The deficit of the budget 
will not permit wide intervention in agriculturaI markets. However, there is growing under
standing of more intensive govemment activity in this sphere. 

The Agricultural Market Agency started its activity in 1990. The aims of this Agency 
are: 

I) Purchasing excess supplies to agricultural markets at the time of low prices, 
2) Build-up stocks for resale at the time of high prices, 
3) Importing or exporting agricultural products to stabilize the markets, 
4) Performing current analysis of the market situation and projections of its develop

ment. 

The budgetary subsidies for the Agricultural Market Agency was 875 billion zl in 1990 
and 1856 billion zl in 1991. In 1992 subsidies from the budget was 1920 billion zl and 1500 
billion was the own sources of the Agency. Budgetary subsidies for Agricultural Market 
Agency constituted about 0.5 per cent of total state budget. In 1991 the Agency purchased 
or sponsored purchase of about 1.4 million tons of grain and has sponsored credits for 
purchase of 37.5 thousand tons of meat (1.1 % of total production), and 7.9 thousand tons 
of butter (4% of production). The Agency has intervened in the market of sugar, supporting 
export of 560 tons, and in potato starch market, helping to export 700 thousand tons (35% 
of total production). The Agricultural Market Agency intervened sizably on the market of 
grains, sugar and starch, while intervention in the other markets was negligible. However, 
even in the markets when direct purchases were not satisfactory, the Agricultural Market 
Agency influenced positively the market equilibrium. So, indirect influence of this Agency 
is even higher than the amount of financial sources being at its disposal. 

One of the basic parts of the reform programme in Poland is ownership transformation. 
In total, tiIl the end of 1991, 1258 state enterprises were submitted to privatization. This 
means that ownership transformations started in a formal way in 15 per cent of state 
enterprises. Inc1uded were 320 agricultural and food sector enterprises. In the first four 
months of 1992, 69 other enterprises started the privatization procedures (Olko-Bagiens
ka,1992). 

Till 1992 agricultural privatization was realized along with general roles based on the 
privatization law of state enterprises. This law is valid also in the enterprises of agribussi
ness sector.Two methods - by capital transformation (mainly in economicaly viable 
enterprises) and by liquidation (enterprises in poor conditions) could be practiced. The first 
method tiIl the end of 1991 was used in 41 agri-food enterprises. Most of the new created 
units are still the State Treasury Ownership. Five other enterprises were sold and 19 state 
farms were transformed on the basis of bancruptcy law. 

The second method of direct privatization by liquidation was permited till April 1992 
in 95 enterprises having good economic condition and about 250 enterprises were put into 
liquidation because unsatisfactory economic results.The dominant enterprises in this group 
are state farms - 95, state mechanization centres - 51, land reclamation enterprises - 33, and 
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agricultural construction finns - 19. Generally, about 64 per cent of liquidation procedures 
started from a reason of unsatisfactory economic results of fmns. 

The privatization process runs more effectively in the agribussiness sector than in state 
farms. In the latter, the general methods and rules of transformation was practically 
unusable. In privatization of state farms mainly employee partnership groups were 
interested. They did not have adequate fmancial sources for transformation. Privatization 
based on the general liquidation rules has been used for only 5 enterprises with only 2 
completed. 

Establising the Agricultural State Treasury Ownership Agency, which has operated since 
January 1,1992, as the Trusteeship Agency, similar to the German Treuhandanstalt creates 
new conditions and possibilities for structural transformations of state farms. At present, the 
Agency and its 14 regional branches have started their activities and plan to take over more 
than 200 state farms between June and September 1992. 

International links 01 agriculture 

The broader opening of Poland for international cooperation 8long with the irnportant 
shift from cast to west cooperation is one of the characteristic features of the Polish 
economic system transformation. The liberal concept of international trade relations 
promoted by the economic stabilization programme faced farmer resistance. They demanded 
the restauration of not only an intervention on the internal market but also an external 
protection, first of all before the competition of freely imported subsidized agricultural 
products from western countries. 

The changes in the foreign trade system in 1987-1989 culminated in a radical 
liberalization since January 1990. 

The new system of trade was based on: 
internal convertibility of Polish currency; 
foreign currency not being centrally distributed; 
free access of enterprises to foreign trade; 
decreasing the custom duties and liquidating some quantitative restrictions for 
imports. 

In the beginning of the decade the custom duties for most agricultural products have 
been set at comparative low levels (less than 3-5% for agricultural and 7-10% for processed 
food products). Subsidies for agricultural exports have been discontinued. At the first stage, 
some export quotas have been imposed, to improve supply on the internal market, but later 
only limitations which exist were the result of the international obligations of the country. 

At the first stage of the transition the share of agricultural and food products in the 
annual agreements for trade with eastern countries have been diminished, and Poland has 
been granted a better access for export to EEC countries. 

The deep liberalization of foreign trade and the liquidation of any formallirnitations on 
the import of agricultural and processed food Products and of any form of subsidy to 
export have placed the Polish agricultural and food sectors into direct influence of world 
markets. In the beginning, this resulted in large uncontrolled imports of consumer p~oducts, 
conducted mostly by srnall private fmns and persons. These greatly increased the food 
supply on the market, but at the some time created a real competition for domestically 
manufactured products. This, together with food aid offered by western nations increased 
the importance of demand barrier for agricultural and food sector. In the long term, freeing 
food and farm prices and irnposing on them a higher level of foreign competition is 
necessary because it will irnprove incentives to farmers to produce more by using their 
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resources more effectively. However, the sudden appearance of substancial quantities of 
foreign foodstuffs could seriously undermine prices and incomes of farmers. Farmers 
strongly opposed such a policy and were demanding some level of protection from foreign 
competition. 

As a result of this the level of custom duties on imported agricultural products was 
increased in May and August 1991. 

Table 2: The level of custom duties for imported agricultural and food products 
(in % of product value). 

Products 1.01.1991 1.05.1991 1.08.1991 

Beef 5-10 20 30 
Pork 5-10 20-25 30 
Butter 10 30 40 
Cheese 20 25 35 
Milk 0 30 40 
Sugar 10 30 40 

The average level of custom duties for imported plant products increased from 8.7% to 
16.7% and for animal products from 11.0 to 20.9% during one year (Dziewulski, 1992). The 
increases of customs were high and in some products resulted in a sharp decrease of 
imports. Tbere was noted some shift of demand from imported products to products made 
in Poland, however, disproportionally smaller compared with the scale of import duties 
increase. Tbe main part of the burden of the custom increase was transfered to consumers, 
because the higher customs were entirely incorporated into retail prices for food. Tbis means 
that increasing the custom duties have brought some positive results for producers, adverse 
results for consumers and constituted, as was expected, an additional impulse for 
inflation. Of course, some level of protection is necessary, however it can not be higher than 
it is at present, if the import should playamore important role in satisfying consumer needs 
and preferences and as a factor of improving the economic efficiency of the Farm sector. 

The protectionist policy in the agricultural and food sectors would be to some extent 
rational if would be the parallel liberal trend in importing of innovative goods, production 
factors, know-how an,d new technologies important for technical reconstruction of these 
sectors. Without larger inflows of innovative capital and new technologies, we cannot 
expect to improve the economic efficiency of production and the Polish reforms in the 
agriculture and food sectors will have little chance of success. 

The European Act signed December 16, 1991 and valid from March 1,1992 is an 
important factor limiting the further intensification of the protectionist policy and enabling 
the gradual liberalization of trade with western European countries. Tbis Act associating 
Po land, Czecho-Slovakia and Hungary with European Communities has three following 
aims in the economic sphere: 
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supporting the development of trade and harmonious economic relations between 
partners fostering the dynarnic economic development and welfare of associating 
countries; 
creation of the basis for more efficient financial and technical aid of the Community 
to associating countries; 
creation the proper framework for gradual integration of these three countries with 
the European Community. 



Tbe agreement has been signed for a ten year period with its main aim of gradually 
establishing the free trade zone. It provides for decreasing, by stages or total liquidation, the 
import duties and variable levies and other quantitative restrictions in export and import. 
Beginning March fIrst any new customs, payments and restrictions cannot be put into effect. 
Tbe trade liberalization has an asymetric character, having taken into account the weakened 
economic position of Central European Countries. Tbis means that all conveniences and 
trade concessions will be introduced by the EEC countries earlier than by Czecho-Slovakia, 
Humgary and Poland. Tbe formal asymetrics of the advantages does not mean that it will 
be utilized efflciently by the Central European Countries. 

For agricultural products compared to products manufactured by industry the scope and 
scale of conveniences are smaller and scheduled for a longer period. It is anticipated that 
the average import levy from Central European Countries to the EEC will decrease by 
one-third. Tbe profItability of this export will increase. Polish agricultural export could be 
100 - 150 million dollars higher each year than before the Act Tbis amount is rather 
negligible scale for the European Community while it is important for Poland. Tbe easier 
access to Polish markets is granted fust of all to non manufactured products in Poland such 
as citrus fruits and other consumer products enriching the offer on the food market. In the 
course of promoting the Association Act we may expect further steps in elirninating or 
alleviating other restrictions in agricultural trade. 

Association with the European Community has both, positive aspects as well as threats 
to Polish agriculture. To utilize the potential advantages of the association, the programmes 
of adjustment of agricultural and rural policies for the transition and the target periods 
should be elaborated. Tbe intermediate policy should be aimed at closing and adjusting the 
Polish legal and institutional structure to the requirements of cooperation and at gradually 
eliminating protectionist policy. 

Tbe long term strategy should be oriented towards increasing the competitiveness of 
Polish agriculture and food economy by: 

1) chosing the more complementary structure of production; 
2) applying more advanced technologies; 
3) accomplishing institutional changes; 
4) increasing the effectiveness of production factors; 
5) improving the quality of products and their packing and 
6) others. 

As a result of this strategy, we may expect higher efflciency of resources use and the 
levelling of development discrepancy between agriculture in Poland and agriculture of the 
European Communities. 
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