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About this publication

This publication is a product of the Open Society Institute T Soya
within the European Policies Initiative (EuPl) and the project fiThe
Unynished Business of the Fifth Enlargement Countrieso.

fiThe Unynished Business of the Fifth Enlargement Countrieso is a
policy project of the Open Society Institute T Soya within the European
Policy Initiative (EuPl).

The EuPl aims at stimulating and assisting new Member States from CEE
to develop capacity for constructive co-authorship of common European
policies at both government and civil society levels (www.eupi.eu).

The project was implemented from May 2008 to April 2009. The main
outcome of the project is a publication comprised of ten national reports
and a comparative analysis. The national reports describe and analyse
the post-accession state of affairs in the ten new member states (NMS)
from CEE. They do not include data gathered after December 2008, and
therefore do not repect the latest impact of the global economic crisis.
The comparative analysis may have references beyond this period.

The projectis research methodology was based on the initial
hypothesis that although the new EU member states from CEE have
formally complied with all EU membership criteria and thus completed
the accession agenda, speciyc problems persist. These problems are,
to a certain extent, common among them due to shared historical
experiences and legacies. In view of their comparable level of integration
in the EU, the new member states could look for common answers to their
post-accession challenges and, in doing so, contribute to the competitive
advantage of the EU as a whole.

The research hypothesis has been tested through inquiry and analysis
conducted by national experts from each of the ten new member states
from CEE: Bulgaria, the Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Poland, Romania, Slovakia and Slovenia. These national
experts adhered to the same methodology and were asked to describe
and analyse the post-accession state of affairs in eleven policy areas.
Through this process, the experts were able to identify existing and/
or potential post-accession fiproblem areaso in their countriesi political
development and governance, economic development, welfare system
and social inclusion, health system, educational system, justice and
home affairs, migration, research and innovation, agriculture and rural
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development, regional development, level of EU funds absorption and
their correlating impact.

The national experts were also asked to identify the existing
membership leverage for post-accession problem-solving in each policy
area and to provide a typology according to the following criteria: active
and passive EU leverage,! hard and soft mechanisms for inpuence, and level
of signiycance and effectiveness of their impact.?

On the basis of the national expertsi ten country reports and the
typology of the membership leverage represented by a table (Part C) in
each report, a comparative analysis of the post-accession state of affairs
was developed.

Authors of the country reports:
Bulgaria
Open Society Institute T Soya expert team:

George Angelov, Senior Fellow, Dr. Hristo Hinkov, lvanka lvanova,
Program Director, Assya Kavrakova, Program Director, Marin Lessenski,
Policy Analyst, EuPI, Elitsa Markova, Program Director, Zvezda Vankova,
Program Coordinator, Boyan Zahariev, Program Director, Dimitar Vaneyv,
Expert, Ministry of Agriculture, Madlen Vladimirova, Private Consultant
on CAP

1 The active and passive leverage typology is deyned and used by other
authors mainly with regard to the EUis role for stimulating reforms in the candidate
countries (Vachudova, M. A. (2002) The Leverage of the European Union on Reform
in Postcommunist Europe, Paper presented at the Conference of Europeanists, The
Council of European Studies, Chicago, 14-16 March, 2002) where the active EU
leverage concerns the linking of the progress of accession with the adoption of EU
norms while the passive one is the attraction of the EU as a gravity centre of prosperity
and successful development. For the purpose of the present study the typology is used
to assess the effectiveness of the membership leverage over the new member states
from CEE.

2 After the accession to the European Union the membership leverage over the
member states is active with the exception of some policy areas, where the EU still
exerts passive leverage because further integration depends on meeting certain post-
membership conditionality (i.e. accession to the Schengen area; accession to the
Euro area). Moreover in the policy areas where decisions are taken primarily on the
EU level, the membership leverage is hard as breaching the rules is accompanied by
sanctions and therefore it is signiycant in terms of inpuence on a national level and
effective as it manages to ensure the necessary enforcement by national stakeholders.
The opposite is evident with regard to the membership leverage in policy domains of
national competence where the EU produces mainly recommendations which are not
binding and therefore are not accompanied by sanctions (soft leverage) and most
often neglected by national decision-makers, which makes them non-signiycant in
terms of impact and therefore non-effective (e.g. the Open Method of Coordination in
education and social inclusion).
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Czech Republic

Radomir Gpok, Executive Director, EUROPEUM Institute for European
Policy

Estonia

Alf Vanags, Director of the Baltic International Centre for Economic
Policy Studies (BICEPS)

Hungary

Co-ordinating author: Tam8s Szeml®r, Ph.D, Scientiyc Deputy Director,
Institute for World Economics of the Hungarian Academy of Sciences,
Budapest

Contributing authors: Bence PetRvS8ri, Ph.D Student, Corvinus University,
Budapest, Dr. Ang®la Rag8ny, trainee at the Legal Service of the Council of
the EU, Dr. Mikl-s Somai, Ph.D, Senior Research Fellow, Institute for World
Economics of the Hungarian Academy of Sciences, Budapest, Judit Szil8gyi,
Research Fellow, Institute for World Economics of the Hungarian Academy
of Sciences, Budapest, Ph.D Student, Corvinus University, Budapest

Latvia

Lead author: Dr. Andris Spruds, Lecturer at the Riga Stradins
University, Faculty of European Studies, and Vidzeme University College,
Department of Political Science

Co-authors: Martins Daugulis and Karlis Bukovskis
Lithuania

Vitalis Nakrogis, Associate Professor at the Institute of International
Relations and Political Science (Vilnius University) and partner in the
Public Policy and Management Institute, and Ramgnas Vilpigauskas, Chief
Economic Policy Advisor to the President of Lithuania

Poland

Leszek JesieE, EU Policy Coordinator, Polish Institute of International
Affairs

Romania

Cristian Ghinea, Director of the Romanian Center for European Policies
(CRPE)

Slovakia

Vladimir Kvetan and Karol Frank, Institute of Economic Research of
the Slovak Academy of Sciences

Slovenia

Urban Boljka, PhD Candidate, University of Ljubljana
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Executive Summary

Though there are some unynished business issues of the enlargement,
the case of Poland is quite promising, as there are no major issues to
provoke economic, social or indeed political conpicts. Perhaps the most
worrying problem T the rising Euro-scepticism of the early 2000s T has
been diminished following the participation of the Euro-sceptic parties
in the government in 2005-2007. It has been further reduced as a result
of the change in the attitudes of Polish farmers, who have become
generally and largely positive towards the European Union and Polandis
membership in it.

This optimistic general assessment does not mean that the country
does not have any problems related to European integration. But the vast
majority of them are internal, domestic problems that naturally acquire
European overtones. These are problems in the social, educational
or health care systems. All those require bold, smart and sustained
reforms from the Polish authorities. Particular attention should be given
to two problematic areas: health care and expenditure on research and
development that overlap with the education portfolio.

Poland generally proyts from EU membership. This is true for both the
general economy and for particular sectors like agriculture or regional
development. There are decisions and issues that could be handled better
and improved, however. This is particularly true for management of the
Structural Funds and regional development.

One yeld that needs particular attention from both the EU general
perspective and the local, Polish one is the package on energy and climate
change. On the one hand, there are obvious reasons for creating a single
market in the energy sector: electricity, oil and natural gas. There are
synergies to be drawn for energy supply security. And there is the clear
argument of climate change for further limiting carbon dioxide and other
greenhouse gas emissions. On the other hand, however, the EU member
states vary substantially in regard to their respective energy mixes and
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external dependency on particular sources of energy within those mixes.
That is why the task of adopting and implementing the energy/climate
change package will be particularly challenging and would need special
attention in the years to come.
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Political Development
and Governance

Summary

The case of Polandis political
development seems particularly
interesting from a post-
accession perspective. It looks
as a positive solution to the
strategic political dilemma after
communist times T the countryds
accession both to NATO (1999)
and the EU (2004), which had a
defrosting effect on its political
life.

Whereas policy options of the
1990s were subject to the
strategic objectives of joining
both organisations, Polandis

Issue: Latest political
developments

The most important elections
lately were those of 2005 T both
for parliament in September
and for President in October
(the second and ynal round).
The largest party in the 2005
Sejm was the conservative PiS
(Prawo i SprawiedliwoST T Law
and Justice), with the liberal PO
(Platforma Obywatelska T Civic
Platform), which had been
expected to win the elections,
coming in second. The second
effect of those elections was a

accession to them fifreedo
public opinion and political

life, enabling them to test new
approaches and eventual limits
of acceptable behaviour and
policy formulation.

relatively strong presence of
the populist parties and their
leaders: Samoobrona (Self-
Defence) led by Mr. Andrzej
Lepper and supported mainly
by the rural population, and the
far-right Liga Polskich Rodzin
(LPR T League of Polish Families) led by Mr. Roman Giertych.

The presidential elections also brought about an unexpected result,
with Mr. Lech KaczyEski being elected President with 54% of the vote,
while Mr. Donald Tusk polled 46% and lost in the second round. EU affairs
and policies were not really debated at the time and did not inpuence the
electionsi outcomes. The most important issue was corruption. Both largest
parties ran on the ticket of a clear will of public opinion to fundamentally
change the rules of the political game in the country in order to get rid of
state inefyciency and corruption in public life.

An important element of both games was that Mr. Jarosjaw KaczyEski,
the leader of the PiS, the party that won the largest number of seats in
parliament, and the new President are twin brothers. Both were active in
the SolidarnoST underground movement and particularly in the early 1990s
as an opposition to the political mainstream at that time. Their success in
2005 was in imposing the current understanding of Polish political life as
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A minority an opposition between the presumed
government headed solida_rity posoiltion tof :_he PifS t‘:; socialll(y
. conscious and protective o e weak,
by M_r' K_a2|m|erz and the subsumed liberal position of
Marc'nk'eW'C_Z the PO T cold, market-oriented only and
was created in autumn representing the interests of the rich.
2005, tacitly supported In the aftermath of both elections,
by both populist a minority government headed by Mr.
parties Kazimierz Marcinkiewicz was created in

autumn 2005, tacitly supported by both
populist parties. Half a year later, they formally joined the PiS in a right-
wing/populist coalition. In mid-2006 Mr. Marcinkiewicz was replaced by Mr.
Jarosjaw KaczyEski himself. At that point in time, both the prime ministeris
and presidentis positions were held by the KaczyEski twin brothers.

The coexistence of the right-wing/populist coalition was very difycult,
and after a series of internal yghts and scandals the government of Mr.
Jarosjaw KaczyEski resigned, parliament dissolved and the President called
for early parliamentary elections.

Those were held on 21 October 2007 and resulted in a large victory
of the Civic Platform which, together with its smaller partner PSL (Polskie
Stronnictwo Ludowe T Polish Peopleis Party), formed a majority government
headed by Mr. Donald Tusk. They remain in power until now.

The PiS remains the second political force, with 166 deputies in
parliament, while the coalition Left and Democrats of the post-communist
left SLD (Sojusz Lewicy Demokratycznej T Union of Democratic Left) has
only 53 seats and has been splitting further.

The government may not be entirely successful with Mr. Lech KaczyEski
as President. This is an uneasy cohabitation period for the President and
the government. Consequently, the government systematically faces a
veto from the President on its legislative proposals, while the President
can be blocked in his initiatives by the government. According to the Polish
Constitution, the President does not hold effective powers T hence, his
being blocked remains largely symbolic, with the signiycant exception of
foreign and European policies (explained below). On the other hand, the
presidential veto power can and does effectively stop the government from
enforcing its position singlehandedly. In practice, however, the President
does not block the government too often. Since the time the new coalition
came to power, President KaczyEski has signed 131 acts of parliament into
law and vetoed only 4 cases.?

There are no signs of any major crisis within the ruling coalition of the
Civic Platform and PSL. Their current opinion poll ratings are relatively
high, especially if compared with the poor results of the opposition. After
one year in power, the ruling coalition does not show serious signs of losing

1 Data from the Presidentis website, www.prezydent.pl, as of October 2008.
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electoral support, which was the usual Clearly, one interesting
effect of a fipower fatigued in the case result of the 2005-
of all previous governments in the

country after 1989. Most often, this 2007 pe”Od In power

is attributed more to the weakness of of the populists and
the opposition than to the strengths the far right is their
of the ruling coalition. The countryis disappearance from

political life seems to be waiting today active political life,
for a new programme of change and .

modernisation. Expectations are that the which has Weakened
yrst new entrants and challengers will their inpuence in
appear in time for the next presidential Poland
and parliamentary elections, in 2010

and 2011 respectively. No major changes are expected in the next vote,
which is for the European Parliament in June 2009.

Issue: Populism

Throughout the countryis transformation period, only a small part of
the public in Poland was prone to listen to populist solutions and to vote for
populist parties. While popular support for European integration waned at
the time of EU accession negotiations, the surge in populist parties in 2004-
2005 was due more to the failure of the post-communist government of SLD
than to the effects of the accession negotiations.

One other key effect of the 2007 parliamentary elections was that both
populist (Self-Defence) and far-right (LPR) parties have been thrown out of
parliament. Its leaders are either in trouble (Mr. Lepper is facing criminal and
sexual harassment charges in court), or politically inactive (Mr. Giertych is
pursuing his private legal counsel practice). Clearly, one interesting result
of the 2005-2007 period in power of the populists and the far right is their
disappearance from active political life, which has weakened their inpuence
in Poland.

Issue: Major issues of public opinion

There are two major political issues today for the general public: (1)
effectiveness of infrastructure construction and improvement, and (2)
successful preparations for co-hosting (together with Ukraine) the 2012
UEFA European Football Championship. As the second half of 2011 draws
near, the effectiveness of preparations for the Polish Presidency of the
Council will be considered as important to the public. Furthermore, if held on
schedule, the next parliamentary elections are due to take place in autumn
2011 (during the term of Polandis Presidency of the EU Council). Having that
in mind, early parliamentary elections might be called for spring 2011. If
so, the effects of infrastructure and administrative preparations can only be
seen not before but after the next elections, as the current governmentis
efforts in infrastructure will take time to affect public opinion.
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Interestingly, the previous government of Mr. Jarosjaw KaczyEski,
even though it was in coalition with very difycult partners, was very tough
on corruption both in rhetoric and practice. Hence, one of its positive
effects is the perceived decline in corruption practices and perceptions, as
repected in recent assessments of Transparency Internationalis Corruption
Perception Index. In 2008 Poland was 58th in the TI global ranking, with
a CPI of 4.6 points T as compared with its CPI of 4.2 in 2007, 3.7 in 2006,
and 3.4 in 2005.2 It seems that at least perceived corruption is declining
systematically in the country.

Issue: Euro-scepticism

As for Euro-sceptic positions, it should be noted that only the LPR can
be said to have such. The LPR consistently opposed Polandis membership
of NATO and the EU, and retained their opposition to the constitutional
treaty, later on the Lisbon Treaty. The record of Self-Defence is somewhat
mixed on this account. They constantly claimed their opposition to the EU,
particularly on alleged account of unfavourable accession terms for farmers.
However, during his term in ofyce as agriculture minister, Mr. Lepper was
often referred to as a practical, business-oriented and reliable partner while
sitting in the Agriculture Council. This may partly be attributed to a vast
change in attitudes towards the EU among the rural population in Poland,
as witnessed by the general trends of support for European integration
attached to this report. The Polish farmers, while being the single most
sceptical towards the EU in general and EU membership in particular social
group identiyed in Poland before accession in 2004, generally turned into
being in favour of the EU and satisyed with the countryis position. This
is perhaps the single most interesting social and political phenomenon in
Poland as seen from the EU and European integration perspectives. On the
other hand, the PiS remains close to Radio Maryja, a radio station in the
town of ToruE€ run by a monk of the Redemptorist Order, Father Tadeusz
Rydzyk. The radio has been repeatedly broadcasting anti-EU, Euro-sceptic
rhetoric.

Issue: Stability of government and capacity to reform

Inits EU activity, the country has been somewhat surprised by the current
continuous rivalry between the two 2005 presidential election contenders,
Mr. Lech KaczyEski and Mr. Donald Tusk. The most visible and sometimes
difycult to understand is their competition for the driving position and the
seat at European Council summits. While perhaps unclear from the outside,
their rivalry is in fact about current domination over international and
European affairs. While this does not help others to understand Polandis
position on a variety of issues, it clearly hampers the countryis efyciency

2 www.transparency.org
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in presenting and defending its interests regarding the most vital questions
that are debated and negotiated within the EUfis remit.

As for the capacity to reform, this is clearly a domestic-driven area.
Regarded from a longer perspective, the countryis reforms were to a degree
linked with European integration and the requirements of EU membership
only at the time of the accession negotiations.

Conclusion

Polandis state today is clearly an effect of the series of successful
reforms throughout the 1990s that led up to membership in NATO (1999)
and the EU (2004). The EU was efycient in its policy reform leverage, but
only to the extent necessary for adoption of the acquis communautaire. In a
more general sense, the country reformed itself of its own political will and
this was a precondition both for EU membership and inherent efyciency of
the EU leverage.

The limited leverage of the EU on the course of reforms also has some
consequences today T for example, when Euro accession is debated. Here
the need to fulyl the Maastricht convergence criteria is not questioned,
but the key issue debated is when and how this could be done from the
perspective of maximising the beneyts and limiting the risks for the
country.

The EU today is a natural part of the domestic policy process. Any
reform initiative undertaken must take into account the limits imposed by
the acquis but, at the same time, is logically introduced into the EU decision-
making machinery. The nature of the process makes it more difycult for any
populist or Euro-sceptic position to seriously undermine the countryis will
to pursue reforms.
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Economic Development

Summary

Polandis economic development
seems to be largely successful
and fairly balanced. The
country has not gone

through periods of extremely
accelerated growth and so

far it has never entered into a
recession during the period of
systemic transformation. It is
restructuring itself, as witnessed
by the increasing FDI and
balanced trade accounts.

The countryis business

Issue: Economic growth
and GDP per capita

Polandis gross domestic product
for 2007 is PLN 1 168 billion or
0343 billion (at PLN 3.4 = 01).
GDP per capital stands at PLN
30 638 PLN (or U9 011), as cal-
culated by the Central Statistical
Ofyce of Poland. According to
the CIA World Factbook, these
ygures in purchasing power
parity (PPP) are USD 623 billion
for total GDP and USD 16 200
for GDP per capita.

environment and legal and
administrative systems still
remain problematic for many
businesses, both Polish and
foreign ones. While there have
been numerous attempts by
different governments to change
this situation, they have not
been very successful so far.

Poland has recently
experienced a period of
accelerated and healthy, stable
growth, reaching more than
6% over previous years. The
pick-up of growth is clearly
associated with the countryis
accession to the European
Union in 2004. Previous to this,
the country lived through a
period of strong recession in early 1990 due to the so-called shock therapy
applied to the socialist fieconomyd. Later on there was a period of strong
growth, followed by years of relative slowdown in the run-up to accession.
But from 2004, the economy was back on track for accelerated growth,
having achieved a level of economic transformation necessary for largely
unproblematic participation in the EU single market. The years 2008 and
2009, however, will certainly be a period of economic turbulence. The most
recent (October 2008) estimates for 2008 indicate a growth of 4.4-5.5%,
while estimates of the Ministry of Finance for the 2009 budget (according
to the most optimistic analysts) place GDP growth at 3.5-4.5% over the
previous year. Of course, the greatest uncertainty is to what extent and
how the current global ynancial and economic crisis will affect the Polish
economy. The Polish economy is generally considered to be well prepared for
the current turmoil, with the automobile and construction industries to be
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hit the hardest due to credit constraints. Poland has recently

_On_ the other hand, some anal_ygts experienced a period
indicate that there are opportunities f | ted d
for lower labour cost economies like the OT accelerated an

Polish one, which is well geographically ~ healthy, stable growth,
positioned within the EU. reaching more than 6%

over previous years

Issue: Inpation dynamics

The inpation rates in Poland in the early 1990s were particularly high, as
inherited from the previous socialist system. In response, a shock therapy
was applied in the country and it resulted in a sharp decline in inpation
rates, while the central bank interest rates were pushed up and still tend to
remain higher as compared to the Eurozone in particular.

Interestingly, the central bankis high interest rates contributed to
limiting CPI growth also at the time of accelerated GDP growth in the years
after accession. Yet, it is estimated that the inpationary impulse of 2007 and
2008, albeit limited, is mainly due to the economic expansion of those years
and that it was mainly driven by the external factors of high energy and
food prices. In reaction, the central bank rates went up in 2007 and 2008
gradually, and were yrst cut as late as November 2008 (by just 0.25%). As
a result, Polish central bank rates remain relatively high as compared with
the other monetary areas.

Clearly, the central bankis interest rates policy was formulated in
response to two different factors. The yrst one was the need to keep inpation
down within the limits of the Maastricht inpation convergence criterion. It
repected a general consensus that one day the country should join the
Eurozone. The policy of high central bank interest rates was combined also
with the domestic idea that inpation should be kept low for the sake of the
health of the local, Polish economy regardless of the requirements of the
Maastricht Treaty. On the other hand, the second factor that was taken into
account was the effect the central bank rates have on the real economy and
its development. Even if this requirement is not imposed on central bank
policy, it is always present in the domestic monetary discussions. In other
words, the EU has strong leverage on the policy of setting interest rates in
Poland but this combines with other factors as well.

Issue: Employment, unemployment and labour force

Unemployment was an extremely important problem in Poland from
the early 1990s onwards, when a shock and effective economic therapy
had to be applied in order to get the country out of the communist system
of planned non-economy. In 2003, unemployment reached 20% of the
economically active population, and was as high as 40% in some regions.

Due to a combination of factors, unemployment dropped steadily
following Polandis accession to the EU. The yrst and most important factor
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Due to a combination was accelerated economic growth,
of factors largely attributed to a combination

of domestic recovery and accession
unemployment dropped effects. The second factor was the

steadily fOHOWir_‘g restructuring of Polish companies at the
Polandis accession to beginning of the new century. Thirdly,
the EU increased inpow of greenyeld FDI

strengthened the local economic base.
Fourthly, a large number of Poles sought opportunities abroad, especially
in the EU countries that opened their labour markets from 1 May 2004
onwards. Those were Great Britain, Ireland and Sweden. The yrst two
became especially popular, although the 2004-2008 wave of emigration
from Poland was far from being a simple picture of unemployed people
looking for jobs abroad. Those were, in particular, young people, relatively
well-educated and able to speak foreign languages and live abroad. As
a result, local shortages of skilled labour force appeared in the services
sector, and especially in domestic construction industry.

Issue: Income

As indicated by Central Statistical Ofyce data, in 2004 real household
incomes fell by 0.2% as compared with the previous year, with the exception
of farmers T their income grew by as much as 8.7%. Later on, the income
of all working households grew, by as much as 8.5% in 2006 alone. Of all
social groups, farmers have proyted the most in terms of income in the
years since EU accession, while pensioners have beneyted the least.

The general growth of income is attributed to the bigger remuneration
earned by those employed, but also to remittances from those working
abroad as well as direct payments in the case of farmers. Broader
employment has also contributed to the growth of householdsi real
income.

Issue: FDI pows

EU accession was conducive to an accelerated increase in foreign
direct investment in Poland. According to the Ministry of Economy, this
can be attributed to the local general economic growth, but there is also a
signiycant effect of EU accession.® In 2006, FDI in Poland reached a record
015 billion, while in 2007 it was slightly less, 112.8 billion. Most of the money
(85%) came from EU member states, with France, Germany, Austria, Italy
and Sweden among the top investing countries. It seems that investors are
quite happy with their ventures and tend to reinvest their proyts in Poland:

3 4 lata czjonkostwa Polski w UE. Bilans korzySci i koszt-w spojeczno-gospodarczych
zwiNzanych z czjonkostwem w Unii Europejskiej (1 maja 200471 maja 2008), UrzNd
Komitetu Integracji Europejskiej, Warszawa, 2008, p. 11, www.ukie.gov.pl/raport2008
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as much as 41.5% of FDI is reinvested money from previous initiatives.*
Poland is perceived by investors as a country of comparatively low-wage
labour that is relatively highly skilled. Hence, one particularity of FDI inpows
coupled with economic development is placement of skilled labour-intensive
service centres in Poland.

The country has managed to diversify its FDI-driven economic sectors.
It has attracted manufacturers of cars and other motor vehicles, motor
parts and accessories, pharmaceuticals and computers. Poland is slowly
becoming Europeis powerhouse in domestic appliances production and the
world leader in LCD pat panels, monitors and TVs. Its important export
sectors are furniture and piston engines manufacturing. While one of the
most important reasons for FDI inpows in Poland is the countryis geographic
location, it certainly lacks proper transportation infrastructure, in particular
motorways and roads. As a side effect of that, Poland is experiencing a
very fast development of regional airports and air cargo and passenger
transportation in general.

Issue: Public ynance

Poland has largely pursued a sober budgetary policy throughout the
years of transformation and since EU accession. The budgetary deycit never
went down below - 6.3% of GDP in 2003. As a result, Poland was subject to
the excessive budgetary procedure of the European Commission and had to
bring its deycit down to the 3% limit of the Maastricht Treaty. However, there
was also an important domestic constraint in that respect. The combined
public debt went up in the economic slowdown period of the late 1990s and
early 2000s, reaching levels of above 47% of GDP. Compared with other
EU countries, including those in the Eurozone that have debts as high as
100% of their GDP, the levels attained by Poland may seem comfortably
within the Maastricht criteria limit of 60%. Yet, Article 216 (5) of the Polish
Constitution explicitly forbids debts and guarantees that may result in the
general public debt exceeding 60% of GDP. Hence, the public authorities
and the government in particular have to be very cautious also whenever
the public debt indicator comes closer to the imposed limit, especially
since they have to take into account the longer-term effects of larger-scale
projects as are those of, for example, infrastructure investments or social
expenditure.

Issue: Regulatory and business environment

The Heritage Foundation publishes an Index of Economic Freedom that
shows the relative position of countries in the global economy as measured
through a variety of criteria. The overall score is calculated on the basis

4 Napjyw bezpoSrednich inwestycji zagranicznych do Polski w 2007 roku, Narodowy
Bank Polski, Warszawa, 2008.
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of several freedoms: business, trade, yscal policy, size of government,
monetary policy, investment, ynancial, property rights, corruption and
labour. Polandis situation has not changed substantially over the EU
membership period.

This same trend, although corruption is explicitly taken into account, is
also repected by the Lisbon Strategy scorecards done systematically over
this period of time, as was the case of the series of analyses published by
the Centre for European Reform. Its ranking for 2007 placed Poland in 26th
position. A year before, in 2006, the country was ranked in the last, 27th,
position.® The Lisbon Strategy strives to modernise the economies of EU
member states. Clearly, the CER rankings systematically show that Poland
is not doing enough to strengthen its economy. However, the effect of the
global ynancial crisis on the Polish economy has been consistently limited,
contrary to other countries in the region. One of the explanations given
by local economists is that the Polish economy is indeed well-prepared to
sustain the current uncertainties.

Issue: Adoption of the Euro and economic
convergence with the EU

The 2008 Convergence Report of the European Commission, published
every two years as stipulated in the Maastricht Treaty, assessed Polandis
chances of adopting the Euro.® It considered that the public debt (45%
of GDP) and long-term interest rates criteria are fulylled by Poland.
Technically the Commission also stated that Polandis inpation rate ytted
into the limit, but as it was expected to slightly get above the reference
value in the second half of the year, the inpation criterion was considered as
not fulylled. At the time of assessment Poland was still under the excessive
deycit procedure, so the Commission considered the budgetary deycit as
not in line with the convergence criteria (3%). However, the procedure was
lifted in June 2008 and the effective budget deycit for 2007 reached only
2% of GDP, while it was expected to grow to 2.5% for 2008 and to drop
again to 2.0% as assumed in the national budget preliminary law for 2009.”
Also, Polandis law is not yet in line with the acquis, particularly since the

5 Barysch, K., S. Tilford, and P. Whyte, The Lisbon Scorecard VIII: Is Europe Ready
for an Economic Storm? and Barysch, K., S. Tilford, and A. Wanlin, The Lisbon Scorecard
VII: Will Globalisation Leave Europe Stranded?, Centre for European Reform, London,
2007, 2008, www.cer.org

6 European Commission, Directorate-General for Economic and Financial Affairs,
Convergence Report 2008. European Economy, 3/2008, Ofyce for Ofycial Publications of
the European Communities, Luxembourg, 2008, pp. 139-154.

7 The 2009 assessments include possible negative effects for the state budget of
the personal income taxation reform to be introduced from 1 January 2009. It provides
for only two taxing thresholds, 18% and 32% (instead of the current rates of 19%,
30% and 40%), while 18% is expected to apply to as many as 85% of the population,
therefore making it almost a pat rate taxing mechanism. Central Statistical Ofyce data
and Ministry of Finance assessments of October 2008.
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Constitution requires the local currency Seen from the local
to bt:'j thg Polish Zloty ar_1d the central perspective, the
bankis independence is not fully . .
guaranteed. In view of Euro accession, issue of entering the
this needs to be changed. Of course, the Eurozone has become
requirement for the currency to remain highly politicised
within the ERM Il exchange limits is not

fulylled either, since the Polish authorities did not take a decision to call for
the entering of the Zloty into the scheme.

Seen from the local perspective, the issue of entering the Eurozone
has become highly politicised. The previous government of Mr. Jarosjaw
KaczyEski claimed that the prospects of adopting the Euro were very
remote and did not speciycally take any important steps to prepare the
country. The current government of Mr. Donald Tusk declared instead
that the issue is important for the country and that Euro adoption can be
considered as early as 2012. In order to do so, the Finance Ministry and
the National Bank of Poland were asked to prepare concrete plans. The
plan of the central bank was expected in early November 2008. The bank
keeps relatively high interest rates and the adoption of the Euro by 2012
is thought by local economists as ambitious but feasible. Of course, this
does not take into account any possible negative effects of the current
international ynancial and banking crisis and its effects on the real
economy, inpation and monetary policy of either the Eurozone or Poland.

Issue: Export and import

Polandis exports have grown steadily since 2004, and in 2007 they
exceeded for the yrst time the amount of 1100 billion. The vast majority of
this came from intra-EU trade, since more than 380 billion of exports went
to other EU member states. Hence, Poland is highly dependent on trade
with other EU countries, and it proves the importance of the single market
and the relatively less meaningful trade with third countries.

Polandis trade deycit recorded its lowest in 2005, at 0.9% of GDP. It
got slightly worse, 2.6% of GDP (U17.6bn), in 2007. This was mainly due to
the growing domestic consumption that strengthened imports. Particularly
difycult trade deycits are observed with China (47.8bn) and Russia
(U5.8bn). These ygures repect general global trends T deycit in trade with
China, and particularities of geographic and political position T deycit with
Russia. The latter is an effect of the increase in oil and natural gas prices
over recent years, coupled with the Russian embargo imposed on Polish
foodstuffs in 2005 and lifted only in late 2007. While general foodstuffs
exports from Poland grew importantly over this period of time, contributing
to a substantial increase in farmersi income, this meant in particular a loss
of Russian markets concurrent with a gain in EU-15 agricultural markets. In
general, Poland notes a small surplus in trade with the other EU member
states.
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Conclusion

Polandis economy seems to be healthy, as witnessed by its relative
strength during the recent ynancial crisis in late 2008. The Maastricht
criteria are taken into account in implementing macroeconomic policy, and
there are domestic constraints in place, also of a constitutional nature.

However, the countryis economy is not being modernised as quickly as
one would expect in the context of EU membership and the Lisbon Strategy
in particular. The business environment does not seem entirely friendly
and there is a lot the central authorities can do to improve this situation.
If analysed from the perspective of EU leverage, this issue does not look
very optimistic. The Lisbon Strategy is of a soft nature and is based on the
assumption of domestic-driven pressure for change in the real economy
and legal environment. Given the current system of legitimacy of the EU
system of governance, it seems difycult to envisage that the situation will
be changed into a more constraining one.
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\/\/elfare System and
Social Inclusion

Summary

Cleary the early years

(the 1990s) of economic
transformation in Poland
resulted in rapid growth of
unemployment and consequently
in social problems of exclusion
and even poverty. Rural areas
were particularly badly hit. It
is precisely in this yeld that the
activity of the European Social
Fund was extremely helpful.

The pension system, while

in need of yne-tuning, has
largely been reformed. There
are, however, difycult issues
to tackle in Poland and they
concern mainly labour policies

Issue: Employment

The early years of systemic
transformation were particu-
larly difycult for employment:
thousands of jobs were lost.
Consequently, unemployment
shot up to as much as 20% of
the workforce.

The systemic transformation
of the country can also be seen
in the general structure of
employment. While in 1995
almost 40% of all employed
were still in the public sector,
the latteris share dropped
steadily to a little more than
a quarter: 26.7% in 2008. The

remaining vast majority are
employed in the private sector.

The economic pick-up of the
early 2000s was fortunately
accompanied by job creation: in 2006 and 2007 alone, over 300 000 jobs
were created each year.

Job creation is repected in the levels of employment, which have grown
steadily in the last couple of years. However, they remain far from the indica-
tors recommended in the Lisbon Strategy on all accounts: in 2007 the total
employment rate in Poland reached only 49.5%, while for men it was 57.4%
and for women only 42.3%. Clearly, Poland should reform its social services
for the labour market in order to raise the employment indicators, notably
among women, elderly and youth. This should be coupled with reforms of
the education and lifelong learning systems, which should be attuned to the
needs of the labour market. While this is systematically repected in the coun-
try recommendations adopted by the Council within the scope of the Lisbon
Strategy,® they remain largely within the national social policy remit.

and all panking measures, like
education and lifelong learning.

8 See for example: The Council recommendations on the 2007 update of the broad
guidelines for the economic policies of the Member States and the Community and on the
implementation of the Member Statesi employment policies, 7456/07, 15 March 2007.
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Issue: Social inclusion and social services

In 2006 two new schemes were introduced for support of childbearing
mothers. One is ynanced from the central government budget while the
other is ynanced from local budgets. Both provide supporting funds for
mothers of newborn babies. The government provides for all newly born,
while the local scheme is for those families in special need of support. Also
since 2006 a new tax exemption scheme has been introduced. It allows
families to calculate their taxing levels with their children taken into account.
Hence, the more children a family has, the bigger the tax exemptions are.

There is a growing awareness in the country of the need to reconcile
childbearing burdens with work requirements. There have been several
public awareness campaigns, directed towards company managements in
order to attract their attention to the challenges encountered by young
mothers. They aimed at more pexibility at work, combined with better use
of working time and possibility to work from home with use of modern
communications techniques.

A very important tool of public activities for inclusion are the European
Social Fund-supported programmes and trainings. They are targeted to
develop teaching tools of participation in modern markets, and in particular
at micro-enterprises that lack necessary qualiycations for running their
companies.

Since 2007, the government has introduced a new system of active
inclusion instruments directed at re-employment. Its new approach is to
combine actions of a different nature: employment, education, health care
and social policy. The system includes the following instruments:

b Social and professional activation T public works, social work
programmes, social employment;

b Education activation T courses supplementing general education at
primary and secondary levels, lifelong training;

b Health activation T preventive health checks, psychological therapy,
education programmes for those responsible for family violence,
detoxiycation for addicted;

b Social activation T daily support centres and clubs, voluntary work for
NGOs, cultural, sport and tourist events of the local communities.®

The Structural Funds are used also for a programme named ASmall
kindergarten in every villageo, aiming at building 65 local small facilities for
pre-school child care across the country. Poland is a country with high risk
of poverty among children: 29%, as compared with the EU-27 average of
19%.1°

® Ministry of Labour and Social Policy, National Report on Strategies for Social
Protection and Social Inclusion for 2006-2008, Warszawa, October 2006, p. 38.

19 European Commission, Joint Report on Social Protection and Social Inclusion
2008. Social inclusion, pensions, healthcare and long-term care, Brussels, March 2008,
pp. 7-8.
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Since 2006, there is a programme in the country to combat hunger
among children. It is a long-term scheme that involves cooperation of
the Ministry of Labour and the Ministry of National Education in providing
extra meals for children in schools. An additional part of the programme
is to provide food and money for meals for people in need, especially from
underdeveloped and rural areas with high unemployment rates.

Issue: Pensions

Since 1999 the Polish pension system has been largely modiyed. It is
now composed of three pillars in its fully developed shape, while it provides
for transitional participation for those who were/are close to retirement and
hence cannot beneyt from it fully.

Generally speaking, the pension-dedicated part of each salary (deduction
of it is imposed on employers by law) is divided into two parts. One goes
into state-owned and state-run public pension fund with the objective to
secure funds T this is the yrst pillar. The other goes into private-run open
investment funds that are to compete by providing best investment results
for future pensioners T this is the second pillar. The third pillar of Polandis
contemporary pension system is open, private and voluntary. Both employers
and employees can invest an additional part of their income in an open way
for future pensions. The current system is investment- and ynance-based,
and the future pension depends on the amount of money saved for pension
combined with effectiveness of the long-term investment. The pensions are
partly guaranteed by the state and even the open investment funds cannot
risk all their funds in transactions abroad. In the process of accession, the
system provoked debates and discussions with the European Commission
as the latter considered the system not in line with the free movement of
capital. However, the recent ynancial crisis perhaps could shift the focus,
as pension funds are the longest-term investment guaranteed by the state
and thus may not be fully open to competition like other segments of the
ynancial system.

Issue: Roma/other minoritiesi integration and
citizenship issues

Poland is a country with a highly homogenous population. As a result,
there are no major ethnic problems or conpicts of major signiycance. The
recent Polish debates on the subject were to a large degree immersed
in history and stimulated by works of historian Jan Gross on the fate of
the Jewish population in the country at the end of and after the Second
World War.* They do not pertain immediately to the European integration

11 Gross, Jan, Neighbors: The Destruction of the Jewish Community in Jedwabne,
Poland, Princeton University Press, Princeton, 2001; Gross, Jan, Fear: Anti-Semitism in
Poland After Auschwitz, Princeton University Press, Princeton 2007.
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prospects, but do in fact inpuence the local ability to cope with the others
in a larger sense and in longer perspective.

On a more particular aspect, the country has taken initiatives aimed
at increasing chances of recipients of social assistance and of migrants
for access to the public health care system. Normally, the latter requires
a person to be insured T which comes with regular employment. Clearly,
those people who do not have regular employment and, consequently,
health insurance, may have difyculties in receiving health care services.
Nevertheless, the issue of migrations and minorities in Poland remains
marginal, as the country is still perceived by the Poles as a homogenous
one where the other minorities are not problematic today.

Conclusion

The ESF instruments and funds worked systematically for better
education and training, and in general for reactivation of those who could
not ynd their proper place in a rapidly changing economic and social
environment. New skills of computer practice, retraining for jobs and
tasks on the local markets were necessary for those looking for a job.
Qualiycations for business plans building, cooperation with banks and
local administration, understanding taxation and other legislation were
necessary for those who wanted to start their yrst businesses. A fast drop
of unemployment in Poland from almost 20% in 2004 to well below 8.9%
could not be possible without activities of the public authorities, mainly on
the local level, but supported by the central government and the logic of
the ESF.

It could be noted that the recent political interest in social protection
and development in Poland is perhaps coupled with a change in rhetoric in
the course of the last few years. The surge of populist parties in the early
2000s has been met by more mainstream and better established political
parties with a more particular interest in social issues. This in turn has
been introduced into the government. It was, however, a domestic-driven
process. The EU leverage in the area remains somewhat limited, even if
the Lisbon Strategy proceedings are taken into account. Given the current
legal and political status of the Lisbon Strategy in general and social issues
in particular, it may be hard to conceive their more pronounced leverage
within the area of the welfare system.
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Health System

Summary

The state of the health system
in Poland is negatively viewed
by public opinion. Generally
speaking, the present health
system in the country is
composed of two parts.

The yrst, the largest and most
problematic one, is in the hands
of the public authorities T most
often the central government,
and sometimes the local
communities.

The second, gradually emerging
one is a fully private health care
sector. It comprises private
hospitals, emergency, general
practitioners and specialised
doctors as well as private
insurance companies. The
current efforts to reform the
sector are intended to bring
elements of the market logic
into it, in view of enhancing

the quality of the services
provided. The reforms touch the
cornerstones of any health care
system: pricing mechanisms,
certiycation, level of public

ynancing and types of insurance.

It remains open whether the
current reforms are going to be
implemented in practice.

gooooogrooogoa

State of Affairs in the
Sector

All persons employed in Poland
are also insured against health
risks and costs incurred for
health care. A vast share of the
farmersi insurance is covered
by the state budget, through a
specialised agency called KRUS.
The health care system is run
by a central state agency: the
National Health Fund (NFZ).

In 2007 there were 701
hospitalsinPoland, of which 24%
were private. There are roughly
50 hospital beds per 10 000
inhabitants, with important
regional variations. Thus, the
number of hospital beds is the
highest in the west-southern
region of Zachodniopomorskie
T 74 beds, and the lowest
in the east-southern region
of Podkarpackie, which has
just 39 beds per 10 000
inhabitants. The number of
basic local health care facilities
in 2007 was 7 375, with almost
2 per 10 000 people. The latest
data show that the number of
doctors was almost 130 000, or
almost 34 doctors per 10 000
people. There were 37.398
million people insured with and

by the National Health Fund in 2007, including almost 6 000 foreigners.'?
The numbers of the health care facilities and their staff do not provoke

12 Narodowy Fundusz Zdrowia, Raport za 2007 rok, Warszawa, August 2008, pp. 15-30.
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Public opinion shows fundamental discussions in Poland, as
systematically general do the quality and timeliness of the
dissatisfaction with services offered and provided.

the functioning of the

system, especially Issue: Quality of health

with the quality and services
timeliness of services The quality of health care facilities
offered in Poland varies, with some being

state-of-the-art newly built or recently
reconstructed facilities, while others tend to remain the same as in the
communist past.

A system of certiycation and accreditation is being developed in the
country. This is a part of the preparations for introducing competition
among health care providers. One of the most difycult and hotly debated
issues is the development and introduction of a health care procedures
evaluation and pricing mechanism. It is thought to be an essential part of
future splitting of the system into two parts. One would contain all those
services and procedures that will continue to be insured by the public health
care system together with the public health care insurance. The other would
be either ynanced on an ad hoc basis by the patients or would be contained
in separate, voluntary health care insurance.

Issue: Reform of the health sector

In 1999 the government of Mr. Jerzy Buzek initiated the yrst signiycant
reform of the health care system after 1989. It was part of a more general
package of reforms devolving central authority to the regions. The package
included internally interlinked reforms of the regional governance system,
education, pension system and health care. However, the next government
decided to return to the centralised system of health care provision which
continues to be state-funded. Since that time there have been numerous
and systematic public protests by all professions involved in state-run
health care provision: doctors and nurses in particular. Public opinion
shows systematically general dissatisfaction with the functioning of the
system, especially with the quality and timeliness of services offered. On
top of that, there have been a number of corruption scandals involving
politicians dealing with the system as well as doctors providing services in
public facilities.

The new government of the PO-PSL, similarly as the previous
government of the PiS, is trying to pass a new set of legislation and further
implement health care reform. This reform is based on the idea of general
commercialisation of the health care system and transferring its future
into the hands of local self-government, with a perspective of partial
privatisation if the local communities so decide. It is based on a trend which,
although not universal, has appeared nevertheless: local communities are
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