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The Market of Goods. Adaptation of New Eastern European Member
States to EU Requirements with Special Reference to Poland

Abstract

The aim of the article is to present main tendencies in the market of goods
in the European Union and in Poland as the accession country , with special
reference to foreign trade and competitiveness indices. Poland achieved during
the adaptation period to EU requirements big progress in structural adjustments
in its foreign trade calculated according to factors of endowment . This progress
was connected with restructuring of production and the increase of the share of
manufacture products and highly processed agriculture products and with the
better access to the EU internal market.

Introduction

The single European marketfavoursexpansion of trade between the
member states, after the abolition of barriers impeding trading activities (trade
creation). Because trade among the member states is free, intra-Community
imports replace domestic production and supplies from the third countries, if the
external customs tariff exceeds national tariffs in the integrating countries. The
external import also expands, when the abolition of barriers to trade within the
EU coincides with external barrier reductions in those countries, where such
barriers were higher before the countries joined the single market. This means
that the countries’ domestic production and intra-Community imports are
replaced by imports from outside the European Union. Findlg, trade
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suppression effectan occurwhen the single market makes it possible for some
number of firms to take advantage of the econowfiegale and to expand intra-
Community production that would be unprofitableléss voluminous national
markets.

Further, the introduction of theconomic and monetary union rules
triggers processes improving the effectiveness fandtioning of the goods,
services, capital, and labour markets by elimimgatiraders’ and investors
uncertainty as to the future evolution of exchamgées and unnecessary
transaction costs. Such processes, as well asmstiff competition (especially in
the financial services sector), rationalize theoadtion of resources in the
production sector and financial services sectongwd boosted efficiency of the
financial system management and improved overalh@aic stability that help
intensify international trade and accelerate ecaagmowth of the entire EU.

1. Europe’s position in global trade against otheregions of the world

Europe belongs to those regions of the world tlodd kthe largest shares
in international trade (see table 1). Between 1888 2004, the share held by
highly developed European countries in the worlttlér always accounted for
more than 40%. This value was the highest in 19890106), but in the next
years of the 1990s it was consistently falling aedched its lowest level
(40.1%) in the year 2000. In the successive yehtseonew century, Europe’s
competitive position in the world trade has beesdgelly improving, up to ca
43% share, which is comparable with the 1980 véhige 1).

As for the European *“transition” countries in CathtrEastern and
Southern Europe and the CIS countries, their sharése world export also
showed a strong downward trend, mainly due to thasformation of their
political systems. In the 1990s, their share inlévexports dropped from 3.7%
to 2.2% and in the next years of the new centugydatiually improved to reach
3.5% in 2004 (see table 1). Altogether, in 2004 theropean countries
accounted for over 46% of world exports, becomingagler among the regions
of the contemporary world, while having merely 1t¥#the world population
(table 2).
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Table 1. Regions’ shares in world exports, years 1082004

Exports - Exportations
Ragion {fob./fab.)
and seancmic grouping

1680 1680 1885 1687 1288 1988 2000 20m e 200 2004
WORLD 10000 40000 40000 40000  400.00  100.00  400.00 10000 40000 40000 40000
DEVELOPED ECONCMIES 85.27 F2.04 80.78 8503 €5.08 [ erd 8572 6625 65,54 64,84 B3.07
DEVELOPING ECONOMIES 28.47 24.26 2761 2881 27.85 28,88 .64 3053 1,64 Jza.09 33.46
SOUTH-EAST EURCPE AND CIS 5.26 3.70 2.62 266 2.37 224 264 278 282 3.07 3.47
DEVELOPED ECOMOMIES:
Arnerica 14.43 1482 15.03 16.20 16.32 1637 16.45 16.01 1462 13.32 1251
Europe 4221 4748 44.51 42,50 44.04 4240 4043 42,0 42,78 43,63 42,64
Azia 6.5 B.56 Ead 785 TAE 780 7Foad 7.00 .20 8.72 B.73
Oceania 128 141 1.20 1.38 124 1.20 1.20 1.25 1238 118 119
DEVELOPING ECONOMIES:
By region
America 5.50 444 4.36 502 5.04 547 5.50 554 528 4.99 542
South America 323 248 248 267 25 238 253 2.88 245 2.48 amn
Crither America 2.27 1.66 1.90 235 2.53 278 268 2.85 283 254 2.40
Africa 501 347 FAL:] 23 1.85 204 227 24 22 2.38 25
Morth Africa 2a7 118 0.70 o074 .61 087 0.53 .21 080 0.86 0.93
Cither Africa 374 199 1.48 1.57 1.34 157 1.43 1.43 147 1.53 1.58
Aszia 1795 16.87 20,099 Mo 20.60 72 238 23140 24.05 2465 2578
West Asia a.88 392 298 3.28 2,85 a7 410 3.3 304 411 4.43
Cither Asia 808 1285 180 1863 17.85 1844 18.71 1817 2011 20.55 21.35
Dceania 042 0.08 009 (i) 07 0.7 0.08 0.05 0.05 0.06 0.05
By maior category
Major petroleum exporters 1578 B8.30 464 513 4.07 485 B8.31 5.25 573 5.80 BT
Cther developing economies 1371 17.96 22.97 2418 23.50 2414 26533 25.07 2522 28.29 27.30
Major exporters of manufactures 633 141 18.42 2042 19.86 20,58 .87 2142 2237 2273 23.85
Remaining economiss 5.38 385 3.55 376 363 55 348 3.5a 354 3.56 3.65
America 2.2 1.47 1.48 1.63 1.58 180 1.47 147 1.40 138 1.46
Africa 283 178 1.4 1.40 1.31 120 121 1.28 1.21 1.34 1.35
Weat Asia 008 008 0.05 .04 0.0 004 0404 0.05 008 0.08 0.08
Other Asia 035 0.48 052 .61 0.62 085 L] 0.7z 073 0.73 072
By income group
High-income countriss 16.08 1318 16.32 18.08 14.87 1663 17.26 18.27 1810 15.81 18.22
Middle -income countries 6.51 5.89 6.20 &.32 588 &13 6.33 634 6.40 6.47 A.865
Low-neeme counties 6.90 521 S.09 6.83 6.88 T7.23 8.05 d.a2 815 .82 10.40
MEMO ITEM:
Least developed countries 075 0.56 047 .49 046 s 0.56 0.58 X 0.61 0.64
Heavily indebted poor countries 118 0.85 .72 079 077 080 0.85 0.20 0.26 0.97 1.00
Landlocked countiss ] (X1 0.55 .56 Q.50 [:3:4) o5 0.54 .54 .56 .62

Source: calculations based on “UNCTAD HANDBOOK OF gTATICS”, UN, New York-
Geneva 2005.
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Table 2. Population of the world. Major developmengroups and major areas, 1950, 1975,
2005 and 2050, by projection variants, based on: tpt//www.un.org/esa/population/
publications/WPP2004/2004EnglishES.pdf

FPopuladon (milions) Populiation in 2050 (miliiong)

Major area 1450 1975 2005 Low Madium High Conziani
World o 2519 4074 6465 7 680 9076 10646 11 658
More developad regions 313 1047 1211 1057 1238 1440 1195
Lass developed regions 1707 3027 5253 6622 7840 9206 10 463

Least developed countnes............ 201 356 759 1487 1735 1954 1744

Other less developed countries...... 1 506 2671 4494 5126 5104 7213 T719
T 224 416 208 1 666 1937 2228 3100
Bsia 1395 2395 3805 4388 5217 5161 6 487
Burapa o 347 676 728 357 653 764 606
Latin America and the Canbbean...... 167 322 561 653 TE3 930 957
Northem America .oooooooieciniies 172 243 331 375 438 509 454
LT 13 11 33 41 4% 55 55

Source: Population Division of the Department obfmmic and Social Affairs of the United
Nations Secretariat (2005)Vorld Population Prospects: The 2004 Revision. Higgits.
New York. United Nations.

2. Assessment of the integration processes in theliBh goods market in the
accession period

2.1. Results of accession negotiations on the free movem of goods

The free movement of industrial and agriculturabd®is one of the four
pillars underpinning the EU single market. It résdfrom laws governing the
free trade in goods among the member states, etizohtal laws applying to
the conformity assessment system, goods safetydatdization and market
supervision, rules prohibiting discrimination artbde underlying the abolition
of trade barriers, and public procurement.

When presenting her position in the negotiatiomdai®d declared her will
to accept the entireacquis communautaireof the European Communities
applicable to that area and did not apply for imesolutions.

Closing the negotiations, Poland reserved herself right to seek an
interim period with respect to the implementatidbaective 65/65/EEC on the
registration procedure for pharmaceuticals, becaokethe necessity to
harmonize Polish pharmaceuticals laws with the Egislation. At the same
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time, Poland was granted an interim period for ttadidity of medicinal
products’ certificates issued under the previogallsystem.

On 28 November 2001, talks were reopened to andedloshortly
afterwards. The EU accepted Poland’s request fom#rim period running
until 31 December, so that the medicinal produetgstration procedure could
be completed. The approval of the interim periods waade contingent on
Poland’'s assuming the following obligations:

 following 31 December 2008 all pharmaceutical paduraded in the Polish
market should meet requirements provided in dloguis communautaire.
After that date, non-complying pharmaceutical paidunust be withdrawn
from the market;

» Poland accepts the authority that the member skates been granted under
the EU law, allowing them to prohibit the tradeRnlish products in the EU
market until their trade is allowed according tpracedure provided in the
EU law;

 after Poland joins the EU, laws making it obliggttm apply for marketing
authorization for products exempted from such @bian in the EU will be
abolished;

» following the date of its EU membership, Poland lisHally apply a
centralized procedure for marketing authorizatiansl a procedure for the
mutual recognition of pharmaceutical products midean the EU member
states;

» Poland shall ensure that the data protection pémiéarce will be maintained.

In the course of the negotiations, the EU stregbatl Poland had to
implement the entiracquis communautairey the date of becoming an EU
member. The adjustment of the Polish legislatiofetth requirements required
substantial efforts, necessary to reorganize irikddépe previous approach.
Inconsistencies were found with respect to the Zootal issues and narrow
sectoral problems; in the light of the EU law thepeded the free movement of
goods. Therefore, it became necessary to introducange of horizontal and
procedural measures, as well as establish an amednstitutional structure
enabling the introduction of entire legislation Bpopy to the area ,free
movement of goods”, especially in the extent of lengentation of the new
approach directives, market supervision system, seadoral regulations. The
most important laws in that respect were the stalsdact, the conformity
assessment system act, a package of so-called ateutical laws (the
pharmaceuticals adhe Office For Registration Of Medicinal Produdiéedical
Devices And Biocidal Products act), as well as lapplying to the safety of
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food (amended health conditions of food and notmitact, and the food-contact
materials act).

The most difficult to negotiate were the necessadjustments in the
Polish registration procedure to EU standards hadatising obligation to keep
the documentation on medicinal products completd the date of accession.
Not only did this require substantial changes ia i, but also increased the
national budget’'s expenditure, as well as manufacsu costs. The adjustment
of the registration system entailed the trainingtlo¢ registration agency’s
personnel and training in the sector of manufacsure

The interim period Poland has been granted todoire the Community
registration procedure is crucial for the Polishdiomal products sector, but its
social and budgetary dimensions were as imporféhé period allows the
marketing of a broad range of Polish-made medignadiucts, after the country
joined the European Union. Therefore, budget regurfdmedicines’ costs have
not grown and the position of Polish producers lidrmaceuticals has not been
downgraded. Consumers do not have to spend largeurdts on medicines,
either. Poland has been granted the longest intpemod among the EU
accession countries to help her harmonize the maltioregistration
documentation with the Community critéria

2.2. Conclusions of EC’s Monitoring Report on theree movement of goods

The free movement of goods means that goods catrabed freely
between different parts of the Community. In marectsrs, this general
principle has been put within a standard legistaframework, either under the
“old approach” (that requires detailed product #jEations), or the ,new
approach” (products are subject to general req@ings). The report mainly
discusses the transposition of the harmonized Camiynlegislation in the
chapter on the free movement of goods. In addittassigns key importance to
the effective application of horizontal and proaedumeasures in areas such as
standardization, certification, and market supémisThe chapter addresses also
detailed European Community rules on public promanet that require
specialist executive authorities.

Essential horizontal and procedural measures ragess administer the
acquisapplying to the “new approach” products have bestablished, as well
as all executive structures responsible for statidation, metrology,
accreditation, conformity assessment, and markegbersision. Training

! Raport z rezultatéw negocjacjj.op.cit., www.kprm.gov.pl.
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programmes providedoy relevant authorities guarantees the authorities’
effective operation following the accession datpedal attention is paid to
preparations necessary for market supervisionh@stipervision’s importance
and scope will be growing together with progressinglementation of the new
approach regulations. The Polish Committee for @&edization (PCS) is
affiliated to CEN and CENELEC. The PCS is expettedecome a full member
in the near future.

Poland has transposed most of the sectoral legislainder the new
approach. Still missing, or not fully adjusted yet,legalisation applying to
cableway installations, medicinal products, noreadtic weighing instruments,
marine equipment, as well as radio and telecomnatioits terminal equipment.
Other areas may still be in need of some adjusigndtaland was granted an
interim period in which present certificates of tmedicinal products were to
remain effective until expiry, or until the end205 whichever comes first.

As for the “old approach” directives, Poland hascassfully transposed a
large portion of theacquis applying to the products sector. It is, however,
necessary to take further steps in areas suchxiles fgroducts, legal metrology,
motor vehicles, chemical products, fertilizers, mathl products, cosmetics,
and wood.

Progress has been made and good cooperation sis&abliegarding the
transposition of the food-relatedtquis Most horizontal food directives require
transposition and implementation. As for chemicaldoicts, priority has been
given to “new” chemical substances on the markeiaml should prepare
correct procedures allowing to report on such suig#s in line with thacquis
Special attention must be paid to: strengthenisgjtutional cooperation in the
food safety area, training businesses and inspetdhe applicablacquis(for
instance, by continuing the preparation of good idmwyig practice guides),
making preparations for the full implementation aligatory application of
the analysis of hazards and critical control poif$ACCP) in all food
producing establishments, and further restructuramgd modernization of
laboratories to be incorporated in the official tohsystem. It is necessary to
refine the RASFF warning procedures.

Regarding the public procurement system, legistativork aimed to
ensure full compliance with thacquishas to be continued. Now gaps can be
mainly found in the definitions of the public-lawodies, the scope of
exemptions, and the range of information availdbteunsuccessful tenderers'.
The Public Procurement Office is operational, buit requires further
strengthening, especially adequately trained peelois needed. Other players
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in the public procurement market also call forrtinag, especially one ensuring a
smooth use of aid granted by the structural fumdstae Cohesion Fufd

3. Assessment of integration processes in the matlke@ goods and services

In 2002, the process of building free zones foddran industrial goods
and considerable liberalization in trade in thecpssed agricultural and food
products between Poland and the European Union AERTd CEFTA were
finally complete. Following the implementation betWTO Agreement, Poland
was allowed to access markets of the 147 partmerthis organization and
reciprocally opened her market to them. Since 199f5toms duties were
reduced by ca 39% and 36% on industrial goods agretudtural goods,
respectively (the developing countries reduced thgrat least 15%).

As a result of the twin processes of economic foansation and
integration with Western European Institutions, @€E countries have:

» already totally opened their economies to flowsn@nufactured products,
(free trade area has been established finally enytrar 2002) and agri-food
products, and fully opened the capital market ot &d portfolio investment
flows,

» nearly fully opened the services market (negotmtin progress of EU
Directive concerning the services sector).

With regard to the services market, the mandateerdiization process
required the immediate introduction of a natiomahtment clause applicable to
construction, consulting, transportation and finahservices (banking and
insurance), as well as the conclusion of liberéiliraof the telecommunication
industry and in transactions involving the delivefyhigh-voltage electricity and
natural gas.(Wysokska Z., Witkowska J. 2002).

During the recent decade of association, followingnds could be
observed in the examined CEEs:

* total export increased from 5 times in Poland, Ski&, the Czech Republic
to more than 6 times in Hungary and Slovenia,

* the total import in the CEE region increased mbeat5 times,

 the share of sensitive products (coal, steel,lesxtand agriculture products)
in CEES’ export to the EU was deeply reduced- abket3.

2 Comprehensive monitoring report on Poland’s prepirat for membershjp5 November
2003, European Commission, working translation, wamia.gov.pl.
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Table 3. Export share of ,sensitive” goods (textiles;oal and steel and their products,
agricultural products) in overall export to the EC/EU (%)

Goods Year Czechp- Czech Slovakia Hungary Poland
slovakia | Republic

1990 9.3 9.3 5.7
. 1995 7.84 11.19 13.91 15.95
Textiles 1997 8.39 10.17 9.12 15.38
2000 6.20 7.45 13.49

1990 3.2 - 8.1

Coal 1995 3.59 0.02 0.21 5.44
1997 2.05 0.03 0.00 5.55

2000 1.10 0.03 3.40

1990 13.3 5.2 7.4
Steel 1995 7.94 14.13 3.62 4.64
1997 5.40 11.46 1.89 3.51

2000 3.11 0.98 2.50

1990 7.9 28.4 18.3
Agricultural 1995 5.30 2.81 14.49 8.03
Products 1997 2.99 2.28 7.91 7.17
2000 3.66 5.91 6.12

Source: Zofia Wysokiska, author’s calculations based on national afffisiatistics.

3.1. Results of Poland’s international trade with he EU and the
competitiveness of the country’s export against otlr Vysehrad Group
countries (the Czech Republic, Slovakia and Hungaiy Analysis based
on the intensity of factor utilization

Restructuring processes in the Polish economy, gswing
competitiveness, especially observable in operatiofi the foreign-owned
businesses, affected the structure of Polish expantl imports analysed with
respect to the intensity of factor utilization.

Compared with other developed countries, as welCEE states, the
effects of the Polish international trade indicagkatively low export activities.
In absolute terms, the present level of the Padighort is similar to levels in
much smaller countries, e.g. the Czech Republi¢jurgary. Its share in GDP
approached 22% only in 2002. In the Czech Repuiblis,55% and in Hungary
it exceeds 65%.
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Results of analysis provided in table 4 suggestememnlly positive
direction of structural changes in the Polish inédional trade with the
European Union in the examined period. The diracttan be described as
follows (see table 4):

» aconsiderable reduction in the share of resoumtessive commodities,

» continuation of a relatively high share of the labmtensive commodities,
(due to the comparative advantage in the expathisfgroup of commodities
due to a large gap between wages earned in Potahthahe EU countries)
and stable position of capital-intensive commaoditie

+ slightly increased share of technology-intensivencmdities.

Similar structural changes can be found in the @zétungarian and
Slovakian foreign trade, but the share of technglatensive commodities grew
higher in the Czech and Hungarian export, whichvadld the two countries to
reach in the analysed period a rate of revealegaaative advantage larger than
1 (the Hungarian RCA was 1.28 in the year 2000 ariB for the Czech
Republic; Polish and Slovakian RCA did not exceed déspite certain
improvement in that period 1) (see table 5).

Table 4. Structural adjustment in foreign trade acceding to factors endowment in CEE
countries 1995-2004 in %

1995 2000 2004

Import | Export | Import [Export [Import [Export

POLAND
Total (%) 100.00 | 100.00/ 100.00 100.0p 100.00 100,00
resource-intensive 2214 | 2253 | 19.44| 1561  17.6( 15.60
commodities

labor-intensive commodities 24.72 35.67 21.72 33.98 20.4( 29.2

capital-intensive commodities 14.00 | 1959 | 16.71| 20.83  20.0( 23.9
technology-intensive
commodities easy to imitate
technology-intensive
commodities difficult to 21.42 15.86 22.98 21.87 24.9( 24.10
imitate

O O

17.39 6.31 19.00 7.69 17.00 7.20

CZECH REPUBLIC

Total (%) 100.00 | 100.00/ 100.00 100.00 100.00 10000
resource-intensive 1712 | 1403 | 16.32 8.05 13.4¢ 7.3
commodities

labor-intensive commodities 21.45 32.07 21.35 26.62 21.2( 24.6
capital-intensive commodities 17.85 21.83 18.28 23.30 20.3( 255

o O




The Market of Goods. Adaptation of New Eastern |peem Member States to EU... 15

Table 4. Structural adjustment in foreign trade acceding to factors endowment in CEE
countries 1995-2004 in %- continuation

1995 2000 2004
Import | Export |Import |Export |Import [Export

technology-intensive
commodities easy to imitate
technology-intensive

16.20 8.72 16.43 8.18 17.80 15.20

commodities difficult to 26.20 21.71 27.59 23.87 27.2( 27.40
imitate

SLOVAKIA

Total (%) 100.00 | 100.00/ 100.00 100.0p 100.00 100/00
resource-intensive 2410 | 14.94| 10.16 472 19.6( 11.50
commodities

labor-intensive commodities 16.00 28.51 7.55 9.16 20.00 22.20

capital-intensive commodities 16.59 28.45 7.49 12.99 23.04 38.7
technology-intensive
commodities easy to imitate
technology-intensive

(=)

16.49 11.29 5.31 3.44 13.0( 9.50

commodities difficult to 19.78 14.43 8.79 6.29 24.2¢ 18.0D
imitate

HUNGARY

Total (%) 100.00 | 100.00/ 100.00 100.00 100.00 100/00
resource-intensive

L 20.12 26.34 12.53 9.03 11.9( 9.7(
commodities

labor-intensive commodities 24.40 24.95 18.98 15.12 17.2( 14.2
capital-intensive commodities 16.56 15.80 14.92 12.11 16.3( 12.8

technology-intensive
commodities easy to imitate
technology-intensive

o O

17.54 15.18 20.46 26.64 19.8( 33.1

o

commodities difficult to 21.36 17.69 32.59 24.19 34.3( 29.80
imitate

SLOVENIA

Total (%) 100.00 | 100.00/ 100.00 100.00  100.00 100,00
resource-intensive

. 19.75 5.44 19.61 4,56 17.58 4.02
commodities

labor-intensive commodities 21.27 39.00 22.56 34.64 21.64 30.2
capital-intensive commodities 22.93 | 24.69 | 2259| 26.37]  25.7% 27.6
technology-intensive
commodities easy to imitate
technology-intensive
commodities difficult to 19.26 21.13 20.47 24.48 19.7% 26.05
imitate

Source: Zofia Wysokiska — author’s calculations based on official nelostatistics of the

examined countries.

N O

13.87 9.50 14.61 9.70 15.13 11.81
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Graphs:
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Graph 3.
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Graph 5.
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Table 5. RCA index of 5 groups of products calculattby factors endowment in foreign
trade of selected New Member States against EU-15

CZECH
POLAND REPUBLIC SLOVAKIA HUNGARY

1995| 2000| 2004| 1995| 2000| 2004 | 1995( 2000( 2004 | 1995( 2000( 2004

Commodi-
ties'groups

TOTAL | 1.00| 1.00| 1.00| 1.00{ 1.00| 1.00| 1.00{ 1.00| 1.00| 1.00( 1.00| 1.00

I 1.70( 1.27| 1.2 106 0.78 058 1.13 1)J05 092 1.984| 0.77
Il 166( 1.78( 1.61 150 1.5 1.35 1.83 181 122 61.0.91| 0.78
1l 093|104 1100 1.04 129 1.27 135 1)8 1}78750.0.69| 0.59
\% 0.37| 0.38( 0.3 051 04p 0.45 0.66 046 047 90.8.50| 1.64
\Y 0.63| 0.84] 0.9 08¢ 101 1.09 0.7 066 071 0.706( 1.18

Source: Zofia Wysokiska — author’s calculations based on Eurostat.

Conclusions from the table 5:

» Downward trend in factor-based products (resousioet labour intensive) in
all examined countries;
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» Upward trend in investment based products (capitehsive) in Poland, the
Czech Republic, Slovakia and a relatively staldadrin Hungary;

* Very strong upward trend in innovation and techgglariven sectors in
Hungary (the share almost doubled in 2004 compavighl 1995), in the
Czech Republic, smaller increase in Poland andaBiav(although Slovakia
achieved very positive results in 2004);

* The Czech Republic and Hungary totally lost compezaadvantage for
products based on factor-driven stage of developrfresource and labour-
intensive products);

* Hungary noted the highest improvement of RCA ingliter the innovation-
based products; in the Czech Republic the impronemvas weaker;

» The Czech Republic, Poland and Slovakia noted g@nawng RCA trend for
investment-based products;

» Poland noted relatively high RCA indices for theaerce-intensive products,
but the index showed a downward trend;

« all examined countries retained the comparativaathge in labour-intensive
products.

3.2. Openness and competitiveness of the Polish ecmy

The assessment of Polish economy’s competitivedess not provide
optimistic conclusions, although some symptoms mgprovement have been
observed recently, such as growing dynamics of ixgu increasing shares of
higher-processed goods in the structure of the tegsnexporf. The Polish
economy is becoming more and more open. This iggardoy the significant
removal of barriers to trade and the market madlg &iccessible to industrial
goods, but also processed agricultural and foodymts, from the EU, EFTA
and CEFTA countries from the beginning of 2002hia period of transition and
integration with the EU, Poland’s position in glbbdernational trade improved
from 0.4% in 1989 to over 0.6% in 2003 (export)d&@mom 0.3% to 0.9%
(import). Notwithstanding, the value of export mapita is many times lower
than in the EU countries.

Ratios of prices received by Polish exporters fatividual commodity
groups to average prices earned by exporters froteide the EU allow to
formulate a conclusion that Polish exporters arid pégher prices than other

8 Z. Wysokiiska, Konkurencyjng¢ w miedzynarodowym i globalnym handlu technologiami
PWN, Warsaw 2001, chapter V.
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delivers only for traditional, relatively low-prosged products. On the other
hand, Polish exports of the science-intensive itréhssare priced relatively low
and the situation does not show any observabledwepnent.

The GDP share of import is another measure of engi®openness. In
the structure of Polish imports the intermediateé @mvestment goods prevail (in
2002 they accounted for approximately 81%). Theyp hexpand export
production, widen the range of marketed goods, andsequently boost
competitiveness. Investigation into the commodiaynposition of import in the
1990s indicates that the import's fast growth dboted to economic
restructuring, but did not suffice to reorient @eonomy to export.

The introduced convertibility of the zloty and guadl reduction in tariffs
on industrial imports from the EU and CEFTA cougdriuntil their complete
abolition exposed most Polish producers to extecoatpetition in the 1990s,
mainly from the EU-based enterprises. With the eoon opening wider and
wider, the competitiveness of the Polish industasyput to the test. As a result,
some industrial enterprises were liquidated, otbederwent deep restructuring.

After the European Treaty was made effective in 1880s, shares of
various commodity groups exported from Poland ia BlJ external import
evolved differently. For instance, the labour-irsiee commodities (furniture,
men’s and women’s clothes made of fabric, knitwéadustrial textiles and
tapestry) typically held large shares, whereas yrtsdrequiring larger inputs of
technology and human capital were still at a reddyi low level (below 0.596)
Between 1999 and 2000, the export of textiles dathing goods sank, which
should be partially attributed to the deterioratprice competitiveness of that
industry, particularly regarding goods exported emdso-called outside
processing arrangements. At the same time, theufaiate situation of the trade
in furniture stabilized in 2000, and the group téc&ro-engineering products
showed positive changes (especially the exportesfell engines grew high), as
well as other groups of industrial goods, becaudseadier made investments,
including those by firms with foreign capital.

A comparison of branches based on the RCA indiatdrvolumes of the
intra-industry trade reveals that Poland held #rgdst comparative advantages
in traditional sectors, where unskilled labour @iead. The export of some
goods manufactured using natural resources extrattde country is also very

4 Z. Wysokiiska, J. WitkowskaTendencje popytu na wybranych rynkach zagranicznych
Wydawnictwo UL, £6d 1998, pp. 25-120.
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important. Finally, Poland holds a relatively sgoposition in few highly
capital-intensive branches of the manufacturingisy’.

Some symptoms of improving labour force’s educatiod qualifications
can be observed. Compared with other countries aginglar level of
development, the education of Polish workers igeqgbod. In the 1990s, the
relatively well-qualified labour force was an impamt factor attracting the
inflow of FDI capital to Polartd

3.3. Implications of the EU membership for the goosl market

Because of Poland's accession to the European Unidustrial
enterprises can operate in the single market urmlted by any customs duties
and quotas (following Poland’s association with Ei¢ in the area of free trade
in industrial goods). Enterprises that comply wiHuropean standards —
qualitative and environmental (veterinary and sawitn the case of produce and
food articles), product safety standards and prodooformity criteria — are
allowed an unobstructed access to the single Earopearket with
approximately 420 million of consumers (15 "old" miger states plus 10 "new"
member states). Firms failing to meet the EU reguents will not only be
prohibited to export their products to the EU —ythall be gradually losing local
markets as well, because their products will béarsgal by competitive articles
manufactured in other member states (excluding spmeels granted the status
of regional (local) products, such as smoked sleeqlk cheese (oscypek),
zubrowka, cherry vodka, etc.).

With Poland’'s acceptance of EU’'s common externaff tamporters of
finished goods from third countries have become oegd to stronger
competition, whereas those buying components haen lgiven a chance to
improve their competitiveness by reducing unit sasttheir finished products
This observation is especially true about compuetitiagainst those third
countries that the EU granted a very preferentakss to her market (the EEA
members and countries in the Mediterranean Econdwrea, some states in
Latin America and Asia allowed to trade in the Edrket according to GSP
rules).

5 J. Kotyaski (ed.), Korzysci i koszty czlonkostwa Polski w Unii EuropejskigfC HZ,
Warsaw 2000 — a synthesis.

6 J. Witkowska, Z. Wysokiska,Motywy inwestoréw...
" A detailed analysis, see the chapter on adjussrieritade policy.
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Stiffening competition makes firms reduce their tspghus enhancing
their ability to compete in the single market arglping the profitable and
competitive organization sell their exports in atlmember states and in the
third countries. However, enterprises that faistand up to the challenges are
eliminated from the market.

Firms with higher inputs of technology and humarmpitzd and more
innovative about their products and processes hapecial opportunity to grow
and to expand into the single market by startingpperative links. Enterprises
can apply to the EU programmes, particularly to ponents 6 and then 7 of the
Framework Programme for Research, Technological e@gwment and
Demonstration, as well as other EU aid programifieesunds to subsidise their
product and process innovations. Additionally, thissiness approach allows
them to establish and participate in cooperativevoiks with Community-based
firms and firms in the CEE countries and to devetbp intrafirm trade.
Additionally, Polish firms should make efforts teek new market niches and to
establish cooperation with EU firms in the capaatytheir sub-suppliers and
contractors, which might enhance the developmetiieintra-branch trade

Firms in our country can take advantage of puhlicgranted under the
EU law to regional purposes, horizontal measureg] aconomic sectors
(industry, services sector, and rural areas). Tthemphasises activities such as
R+D, environmental protection, small and mediunegienterprises, workforce
training, restructuring and turning around entexgsiin a difficult situation,
financial aid to personnel employment and retrgnimestructuring of
enterprises, and degraded urban areas. The adidie expected to boost
restructuring processes in enterprises operatinthen“difficult” branches of
industry, such as mining, metallurgy, man-madeefbrshipyards, automotive
industry, as well as help restructure fishery andlrareas.

3.4. The importance of services in Poland’s balana# trade

The General Agreement for Trade in Services (GAE8bstantially
extended Poland’'s multilateral obligations, in &iddi to those the country had
assumed under the European Treaty and the Tredgaefssioft Negotiations
on the telecommunications services (tffepdotocol of GATS) have improved
the access to the public telecommunications markeeé WTO negotiations
covered other types of services as well, e.g. firdnand accounting services.

8 See 7. Wysoltiska, J. Witkowskalntegracja europejska,.op.cit., pp. 342-444 anidaport
Z rezultatow negocjaciji,.op.cit., www.kprm.gov.pl.
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Liberalization of the services market was an imgiarrissue on the agenda
when Poland negotiated her OECD membership. Téis #ccounts for a large
portion of the package of our country’s obligatiomshe organization.

The table below highlights the importance of thevises sector in
Poland’'s balance of payments. The total sectoraestn the current account
does not exceed a dozen or so percent. Transpoites are the major item in
the services turnover, as well as trips abroad #hmw an upward trend.
Relatively important and expanding item in the setd non-trade services, such
as training and cultural exchange, sports exchamgpgrammes, copyright,
medical exchange and maintenance of governmergseptative offices.

Between 1992 and 1997, the balance of trade incssrshowed a small
surplus (excluding 1996). In 1997, receipts fronpaked construction and
financial services dropped dramatically, so-catilaer trade services showed a
similar trend (mainly commissions in trade), legsa®rvices, technical services,
advisory services, as well as exhibitions and falespite their quite large share
in total receipts. In the next years, the balantdoceign trade in services
declined. Two important items had a positive bagane. transport services and
trips abroad; however, so-called other serviceswedoa negative balance
(between 1998 and 2001), mainly due to substaspahding on other trade
services and lower receipts from exported consomcervices (see table 6).



Table 6. Services in Poland’'s balance of payments992-2002; million ECU/Euro

Specification 1992 1995 1996 1997 199§ 199 2000 0120 2002
RECEIPTS FROM THE EXPORT OF
SERVICES 1.2342 2.439 2.664 3.284] 3.28 3.526 3.810 4462 4215
Transport services 582 814 73 96 8710 771 948 1164 1179
Trips abroad 117 170 343 52( 59p 713 886 1p5 541
Other services 543 1.457 1.58% 1.80 1.818 2.042 9761. 2273 1982
- post and telecommunications 122 224 209 237 208 209 14
— construction 191 117 173 80 68 93| 10d
— insurance 149 191 650 212 205 230 24
- financial 176 107 83 160 104 177 124
— IT and information 22 16 14 27 57 77 91
— copyrights, patents and licence feeg 19 19 11 22 34 26 23
— other trade services 698 769 618 1.230 1.248 137 1188
— non-trade services 176 333 45 65 50 77 63
- government_al (me_tintenance of 32 26 15 9 2 9 5

representative offices)
OUTGOINGS DUE TO THE IMPORT , L y
OF SERVICES 977 2.324 2.829 3.015 3.734 5.25f 5.632 55b4 5489
Transport services 168 349 44 36 479 582 6099 139 708
Trips abroad 102 323 492 599 68y 877 968 1047 992
Other services 707 1.652 1.88 2.0§ 2.5¢8 3.798 9453. 3768 3589
— post and telecommunications 49 82 213 468 428 274 179
— construction 67 58 164 394 335 303 25]
— insurance 258 191 579 234 312 319 37
- financial 176 164 149 223 214 387 18
- IT and information 106 76 75 145 220 264] 244
- copyrights, patents and licence fees 103 107 117 366 516 487 44
— other trade services 762 768 1.144 1.720 1.637 1498 1646
— non-trade services 272 502 40 112 148 124 15§
- government'al (me_lintenance of 95 108 87 136 135 112 %
representative offices)

Source: according to National Bank of Poland data.



