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Short and medium-term partial strategies that have been designed with relation to preparations to join the European Union need to take into account the goals and priorities of the long-term socio-economic development. Until now, there was no government strategy for long-term development. The document in question is intended to fill the vacuum. 

It was based on the concept of sustained and balanced (sustainable) development, which includes cohesion and integration of all social, economic and environmental aspects of the process.

The second part of the document presents directions of activities, which are to be taken in order to achieve the goals and implement the overall vision. The state plays vital role in the process of sustained development. Active policy of the state depends on setting relevant priorities and nominating bodies responsible for the policy’s implementation and execution.

PART I. GOALS AND PRECONDITIONS

1. Goals of the socio-economic policy

The main goal of the socio-economic policy is to ensure the growth of welfare of the Polish families, to strengthen their material independence and safety.

Such defined head goal takes into account social order, which is based upon recognising human rights, accepting family values, abiding by subsidiarity principles and protecting common well-being, national identity and sovereignty by the state.

The government aims at reducing a development gap with relation to highly developed countries and attaining standards of living that are comparable with the average within the EU. Adequate rate of economic growth and level of GDP per capita are necessary preconditions to achieve this. Providing that Poland maintains its rate of growth of 7% and the Union maintains its average level from the period of 1994-1998, only in 2021 Poland would be able to reach a rate of GDP per capita comparable with the average level in the EU, and in 2025 would surpass the average level of the “15” by 18%. The strategy includes environmental protection, rational use of and access to natural resources, better quality of life in clean and natural environment, more rational consumption of energy and resources, as well as more rational use of labour force, development of environment-friendly technologies and principles of preserving Poland’s cultural heritage and its natural history.

2. Vision of Poland in 2025

Polish society will be transforming into the knowledge society. The groups with medium income should dominate its income and welfare structure.

In 2025 our economy will be part of integrated market economy of the EU, even closely interconnected with the world economy due to globalisation process, therefore it will have to be competitive.

Internationalisation of the economy will result in visible presence of international capital in Poland, but also - in the future - in increasing presence of the Polish capital abroad.

3. Development trends in the world and challenges for Poland

New civilisation, economic, environmental and socio-cultural challenges have emerged at the 21st century’s threshold. The most important challenges include, among others: transformation of developed society into information civilisations, dynamic scientific and technological progress, globalisation and regional integration of economies, migrations and activities aimed at improving the environment’s quality.

The scale of transformation into information civilisation sets the challenges that will be crucial from the point of view of competitive advantages of the economies. The most characteristic feature will be the use of knowledge as basic production resources – besides natural resources, capital and labour force.

4. Poland’s economy and society at the threshold of the 21st century

Possibilities of development

The transformation process had freed a huge enterprise potential, which stimulated dynamic socio-economic development of the country and restructuring of its economy. Private sector became the dominant form of ownership. By the end of 1999, privatisation process covered over 60 % of total number of state enterprises that existed in 1990. The private sector'’ share in producing gross added value was increased to over 70 %, and 71 % of industrial output. Private sector created work places for about 72 % of all employed in the national economy and more than a half of fixed assets are now in private hands. The private sector’s share in total investments is being estimated for about 60 %. Foreign capital played an important role in restructuring of the economy.

Public sector is still very important. It is dominant in such sectors as: mining, metallurgy, power engineering, gas engineering and rail transport.

The growing number of small and medium enterprises (SMEs) has been a positive feature of changes in the ownership structure. At the end of 1998 there were 2,8 million of SMEs, which accounted for 99,8 % of total number of enterprises in the economy. Large enterprises accounted for only 0,2 %. Over 7,1 million people were employed in SMEs, i.e. nearly 63 % of total labour force. SMEs created nearly 50 % of the GDP.

Dynamic development in the forthcoming years is being supported by demographic structure of the population. Polish society is relatively young, comparing with other European countries. In 1997 the youngest age groups (less than 15 years of age) accounted for 21,5 % of total population (17,3 % in the EU), and older age groups (65 and over) for 11,6 % (15,7 % in the EU).

Creation of legal and institutional frameworks for environmental protection is of great importance.

Obstacles and difficulties

One of the most important obstacles to development of Poland’s economy is relatively low level of innovation. Other disturbing feature is significant reduction of employment, and therefore research potential in the field of science and technology, due to significant reduction of budget expenditure on scientific research in the last decade (0,45 % of GDP in 1999, comparing with 0,76 % of GDP in 1991), which was accompanied by drastic reduction of employment in industry scientific-research base (the number of employees of this base in 1998 accounted for only 27 % of the number of employees in 1989).

The GDP structure is also unfavourable. As compared to average structure in the EU countries, there is a higher share of agriculture and industry, and much lower share of services.

The industry’s structure is still obsolete and not best suited for the future needs, which is the main obstacle to higher participation of Poland in international division of labour. The sectors vital to dynamic growth of the economy – providing services for enterprises, high-tech sectors, leisure, environmental protection and health service – are still significantly underdeveloped (about 15 % of total number of those employed in industry, comparing with 28-30 % in the EU).

Agricultural sector is not effective.

Decapitalisation of fixed assets is high – around 54 % in industry and 65 % for machinery and equipment. Their average service time is nearly 13 years, comparing with 6,5 – 8 years in the EU.

Technical infrastructure is unsatisfactory. There is a need for complex modernisation of the environmental unfriendly energy sector, which heavily relies on crude fuel (over 70 %) and non-diversified petroleum and natural gas supplies. The quality of rail and road networks is poor. There are delays in developing telecommunication sector.

Current account deficit is also a major obstacle. It is mainly caused by low competitiveness of export offer due to obsolete, traditional structure of production. Export share of high-tech products is very limited. This share in 1997 in Poland was around 2 %, which was comparable to less developed EU countries (Greece, Portugal). Export share of high-tech products in Germany is around 11,3 %, and in Ireland – 27,4 % (1993).

Export structure is dominated by products of natural resources processing and labour-consuming products.

Imported goods have largely substituted domestic production. Import share in total sales of industrial goods on domestic market amounted to 44 % in 1998, and as for many crucial products was higher than 60 %. Supply and investment goods account for 80 % of import.

The last decade was characterised by relatively spontaneous, but unavoidable process of financial stratification of the society. Income diversification is higher than in the EU, both between different groups of households, as well as within particular groups. The growing financial stratification is accompanied by growing of poverty zone. In 1998, the number of people whose salaries were at least twice higher than the average salary grew to 5,8 %. At the same time, there was a high percentage of employees whose salaries were lower than 50 % of the average salary in the national economy – people with the lowest salaries accounted for 13 % of total number of employees.

Nearly 5 million of Poles are currently living in households, where spending level is lower than so called regulatory poverty limit (threshold value entitling to financial benefits). Over 2 million of people live within extreme poverty (below minimum of existence), including 1,5 million of those linked with agricultural sector.

Labour market tendencies are rather disturbing. At the end of 1999 registered unemployment reached 13 % (8,8 % in the EU). Particularly disturbing tendencies include: high unemployment of young people (at the end of 1999 nearly 30 % of all unemployed were people below 24 years of age, the rate of unemployment of this age group was over two times higher than the average rate) and high rate (nearly 40 %) of people who were unemployed for over 1 year – i.e. with minimal chances to re-enter the labour market. This is accompanied by significant (estimated for 1 million people) hidden unemployment in rural areas.

Level of satisfying housing needs is also an important social issue. About 1,5 million of households are deprived of an independent flat. At the same time, over 1 million of flats are completely decapitalised, and housing resources (with average age is around 40 years) are deteriorating fast.

Quality of life depends also on health service. There is a huge gap between Poland and developed countries. In 1998, an average life expectancy in Poland was 77 years for women and 69 years for men (i.e., respectively, 3-4 and 5-6 years shorter than in developed European countries), and infants’ mortality in 1999 was 9 %, i.e. twice as high as the lowest rates in Europe.

Despite growing educational aspirations, an average level of education still does not conform to European standards. In 1998/99 there were 20 students (university level) per 1000 inhabitants, while in Finland – 40, in Spain – 39, and in France – 36. Only small percentage of students comes from rural areas and small towns (up to 20 000 inhabitants), which is not only due to financial situation, but also poor schooling in these areas.

Inter-regional diversification of development levels and quality of life is deepening.

The biggest regression can be observed in northeastern Poland, which was dominated in the past by state farming. There is a danger of permanent economic and civilisation backwardness in northeastern and eastern Poland.

There are nearly three times more inhabitants in the areas with the best development opportunities than in the rest of the country.

The GDP per capita, which can be treated as a measure of the economy’s potential, is low. Efficiency rates are also much lower that the average in Europe. In 1998, the GDP per capita in Poland (calculated according to the currency purchasing power) accounted for only 55 % of the GDP per capita in Greece, 48 % in Spain, and 38 % of the average in the EU. In 1996, productivity in Poland (calculated as the value of GDP produced by one worker) in non-agricultural sectors amounted to only 20 % of the average productivity in the EU, 23 % in Spain, and 34 % in Greece.

PART II.  DIRECTIONS OF ACTIVITIES
It is necessary to set certain priorities in order to attain the head goal. The main priorities include education, development of science and scientific and research basis of the economy. Investments in human resources must be accompanied by activities aimed at improving quality of life. Therefore, environmental protection, security and cultural development are also considered as priority issues.

The government also pays much attention to modernisation of economic structure and increasing its level of innovation. Modern infrastructure is necessary and inseparable element of development process. Traditional sectors of the economy, such as mining and metallurgy, need to be properly transformed and modified. Special role is being given to regional and spatial policy, as well as to integration with the EU.

1. Society

System of education

The main priority of the Strategy Poland 2025 is to invest in human resources. It should be understood as system of shaping people’s knowledge, awareness and behaviour in social, economic, environmental and cultural fields, but also as continuous learning and self-training, enhancement of knowledge, development of science and research.

Poland’s educational and training system requires radical changes. The changes should take into account the tendencies in the world and in the EU. In order to achieve this, it is necessary to transform and modify the system of financing, managing and supervising of education and to increase public spending in this area, while using effectively the EU aid programmes and non-budgetary means. In 2001-2005, the budget expenditures on education should be increased to 6 % of the GDP, and to 8 % in 2020-2025.

Science and research
Spending on science in Poland is limited and has decreased from 1,16 % of the GDP in 1991 to 0,72 % of the GDP in 1999 (budget expenditures were, respectively, 0,76 % and 0,46 % of the GDP). Science is totally isolated from the economy’s needs. Lack of mutual links is the main reason of such isolation. If science is to be considered as driving force of the country’s development, it is absolutely necessary to systematically increase budget spending in this field (at a rate higher than the GDP’s growth) and to enhance the share of enterprises in financing research activities.

The development and management of human resources

The years 2000-2025 will be a heterogeneous period from the perspective of the situation on the labour market. By 2005 there will be significant quantitative growth in labour resources, while after 2010 labour potential will decrease, thereby creating greater opportunities for the employment rate to increase and for unemployment to be curbed. Demographic changes and the need to ensure competitiveness on the labour market force us to place primary stress on raising the quality of our labour resources. Highly-qualified human resources must become Poland’s primary advantage. This strategy will enable us to increase the adaptive capabilities of the work force, its mobility, innovativeness, and flexibility. It will also raise the competitiveness of Polish workers on the European labour market. The state government will undertake initiatives to raise the level and quality of the Polish work force’s qualifications, to stimulate the creation of new jobs, to make the labour market more flexible, to reduce the scale of unemployment among young people, and to create jobs in sectors related to environmental protection. 

Health service

Current health service standards in Poland are far behind the EU standards. Average health condition of Poles is poor. In order to improve the society’s health condition it is necessary to improve effectiveness of medical and prophylactic services. It is quite evident that there is a need to increase the GDP share of means (public and private) allocated to health service, with particular attention being paid to the role of the state in financing prophylactics.

Housing standards

Better housing standards are important factor of improving quality of life. At present, flats are extremely expensive and beyond the reach of many social groups. In Poland, the price of 1 square metre (based on purchasing power of average salary) is 2-3 times higher than in Western Europe. In recent years, investments in housing projects have decreased: their share in total investments decreased nearly three times (from 23,4 to 8 %) in 1990-1999, or from 4,6 to 1,6 % of the GDP.

Housing construction can not be developed without the state’s assistance. However, such assistance must be differentiated. It should be mainly addressed to people receiving their first flat. Pending task is to enhance intensity of housing construction to the level of 5 flats per 1000 inhabitants annually in the first decade of the next century and to 10 flats in the following years.

Public order

One of the main goals of the strategy is to provide public order for the citizens. It this therefore necessary to strengthen legal order and enhance general legal protection, to strengthen institutions of the state responsible for security, crime prevention and protecting the citizens from natural disasters.

2. Economy

Modernisation of the economy is the key condition to maintain long-term economic growth and to enhance competitiveness. Current structure of Poland’s economy has many negative features in comparison with highly developed countries.

Modernisation of the economy’s structure will mainly depend on efficient functioning of the national innovation system, development of the services’ sector and restructuring of traditional sectors. Promoting direct foreign investments in Poland by liberalising goods, services and production markets, will also play key role in this policy.

International competitiveness of the Polish economy will depend on its level of innovation, understood as the ability of enterprises to make use of scientific research and to implement new concepts in the field of production, organisation and management.

Development of services

In most developed countries services account for 70 % of the GDP and 70 % of work places. In Poland, services were treated for decades as non-production sector of the economy with limited importance for its development.

The profits’ share in services’ sales (without construction, energy, gas and water supplies) in total sale profits amounted to 36,6 % in 1996, including 24,4 % of market services. Also in 1996, such services’ share in the GDP in the EU was 61 %, including 47 % of market services.

In Poland, development and export of services is crucial for improving effectiveness and competitiveness of industry and agriculture, and of services themselves. That is why it is necessary to stimulate development of services, which require high qualifications, and to support development of services in such fields as health service, environmental protection, leisure and tourism, culture and education, which are vital for quality of life of the society.

Modernisation of agriculture and rural areas

Agriculture accounts for 25 % of total labour force, which generates only 4 % of the GDP. Industry generates over 24 % of the GDP, and accounts for 23 % of total labour force, which is less than in agriculture. This comparison shows deep disproportion in added value per 1 worker between the two sectors. 

In order to integrate with the EU, it will be necessary, among others, to decrease unemployment in agriculture, to improve productivity in agriculture, to enhance competitiveness of Polish agriculture and to improve area structure of farms.

Therefore, restructuring of agriculture, which is currently taking place mainly due to market processes, will require regulation and support for agricultural production, a programme of modernisation of family farms linked with a system of early retirement in agriculture, and a programme of development of rural areas.

Modernisation of agriculture, together with development of rural areas, should result in equal economic and social opportunities and living standards for inhabitants of rural and urban areas, and - in the long term – ensure foreign trade balance regarding agri-food products.

Foreign trade

Foreign trade, and particularly export growth, is one of the main factors of dynamic economic growth. In the near future, development of foreign economic relations will be accompanied by negative balance of trade, which is characteristic for newly open economies and so called emerging markets.

It is assumed that the dominant position of the EU (about 2/3 of total turnover), including Germany (about 1/3 of turnover), in Poland’s foreign trade will be maintained. Trade deficit with the EU countries accounts for about 60 % of Poland’s total negative trade balance. It is possible that, following the EU accession, some factors may occur that will rather increase pressure on import than stimulate export, therefore leading to further worsening of trade balance.

Small and medium enterprises (SMEs)

SMEs are an important part of the economy. This sector can play crucial role in changing the industrial structure, it can also lead to improved competitiveness of the economy, better export opportunities, improved effectiveness and enhanced economic infrastructure. 

Dynamically growing SMEs sector in Poland faces many restrictions, its structure and growth is different in comparison with developed countries. The main obstacle are limited abilities to finance their growth and current activities, both from internal, as well as outside sources of financing.

Due to economic and social significance of SMEs, there are plans to support their development and functioning. EU policy is also aimed at strengthening their role.

Technical infrastructure

The efficiency and modernness of our technical infrastructure to a large extent determine the pace of long-term growth in the economy as a whole and the quality of life enjoyed by the population. The state government plays a particularly important role in planning the development of infrastructure in the fields of energy and transportation, and in arranging financing for such development - a fact that results from the high levels of capital required by such investments and the long construction and operation periods they entail, factors which increase the level of risk for investors. The competitiveness of the economy, alongside infrastructure in the fields of energy and transportation, will enable the fast development of IT and telecommunications infrastructure - which in turn will also contribute to the country’s greater welfare and increased security

3. The state

Poland will remain a democratic, unitary state with a division of roles between central, regional, and local authorities. The precedence of the public interest and respect for regional and local government will also be maintained. The coherence and internal spatial differentiation of the country will be strengthened by a regional policy aimed at preventing the appearance of excessive inter-regional differences in the standard of living and in economic development. 

Spatial structure and regional development

Spatial order is one of the factors which determines the quality of life in the country, and which affects the ability of the regions and the country as a whole to conduct effective development policy. The current level of development in the regions and the close prospects for Poland’s integration into European structures and the European spatial sphere require us to establish long-term spatial and regional policies which will facilitate the proper performance of objectives that are of strategic importance for the country’s socio-economic development. Regional policy will be implemented by voivodship-level governments, while the task of the state government will be to co-ordinate such policy and to set forth the directions for further development. 

Environmental protection.

Aside from the economy and society, the status of the natural environment and its resources constitute an important factor that determines the conditions for the country’s development in the 20th century. It is thus necessary to consolidate the positive tendencies of recent years, to eliminate the burdens of the past, and to meet new challenges in keeping with the principles of stable and sustainable development. The primary objectives of state environmental protection policy include: ensuring the “ecological security” of the nation, society, and family, and factoring the environment into the operations other economic sectors. 

Integration with the European Union

Poland’s goal is full membership in the EU and participation in all areas and forms of integration on equal terms, with equal rights and obligations. Integration with the Union will enable better use of the EU programmes of scientific and technological research. Structural funds and cohesion fund of the EU should also play a significant role.

Integration will strengthen the model of market economy. It will also force more rigorous macroeconomic policy, which in turn will enhance the economy’s resistance to negative effects of changes in economic situation and possible disturbances of international markets.

While long-term gains are quite obvious, short and medium-term adjustment costs for polish producers, administration and consumer are rather problematic. The EU law in many areas, such as environmental protection or occupational safety, is more restrictive than Polish regulations. Accession to the EU must be accompanied by upgrading of Polish standards and therefore, additional costs.

There will be stronger competitive pressure from enterprises of the present Member States – and from new member states in the future – particularly on agriculture, metallurgy, mining, chemical industry and other traditional sectors.

Poland’s integration with the EU is a process, which costs are being borne by the state, enterprises and households. Obligation to co-finance projects covered by the EU aid programmes will also require allocating some resources from the state budget.

PART III. IMPLEMENTATION AND MONITORING OF THE STRATEGY
Institutions

One of the key problems related to implementation of the strategy is the need to clearly specify the bodies, which will be responsible for the implementation. In macro-dimension, the government and local authorities will act as such body, while relevant ministers and self-government structures will be responsible for: investing in human resources, environmental protection, health service, culture, economic structure, SMEs, infrastructure, spatial structure and regional development, external security, public order, development and proper use of human resources, integration with the EU.

Sources of financing

Implementation of the development strategy requires specifying of how to finance the strategy’s measures. High rate of economic growth, envisaged in the strategy, depends on appropriate investments. They will be financed from own resources of enterprises, loans and public resources, including foreign aid programmes.

Many social or general economic measures of the strategy will have to be financed from public resources. This will force a change in the expenditure structure, i.e. higher proportion of pro-development spending. Economic growth should also be stimulated by gradual reduction of the GDP redistribution scale. It is estimated that public spending proportion of the GDP will be reduced from 44 % in1999 to 35 % in 2010 and to about 30 % in 2025.

Development financing will be based on internal savings, but foreign investments and the EU funds will also play an important role.

As a result of large influx of direct foreign investments (DFI) in recent years, Poland has moved up to the first position in Central and Eastern Europe as for annual and accumulated value of DFI, although DFI rate per capita in Poland (760 USD in 1999) is still lower than in Hungary and the Czech Republic.

It is assumed that DFI will increase in pre-accession period and in the first years after joining the EU, but the influx will be reduced later on. It is expected that during next 10-15 years annual average influx of DFI in Poland can reach the level of 6-8 billion USD.

Poland will still be using loans of international financial institutions. For example, the amount of the EU means during next 7 years is being estimated for 23-27 billion euro. However, this amount depends on the date of Poland’s membership in the EU. It is assumed, that we may receive over 900 million euro each year in pre-accession period, about 3 billion euro in the first year of membership and up to 8 billion euro each year after reaching full ability to make use of the EU funds. It is expected that total value of non-returnable aid for Poland from the EU budget may reach up to 4 % of the annual GDP.

Monitoring

Due to dynamically changing conditions of the country’s development – both external, as well as domestic – it is necessary to establish a system of continuous monitoring and analysing these processes and to specify their effects on directions of the development and risks that may seriously endanger implementation of goals of the socio-economic development. Monitoring should also cover implementation of the strategy’s aims.
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