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1) Introduction
1.1 The context of SAPARD programme.

Poland is a rural country with a high proportion thie total population living in the
countryside. The density of population in a laioth country is for the most part low. Poland,
and especially its rural population is also an agtural country, although nowadays the
proportion of national output coming from agricuéithas fallen in relative terms. But many
of the rural workforce still depend on this dedligisector for a large part of their livelihood
and are consequently poor.

The above situation is similar to many regions itbeveral member States except for one
major difference and that is the legacy of a comanecronomy. Over the past decade Poland
has made great strides in establishing a marketosep and the performance has been
impressive. But the pace of this adjustment ldsaen as great within the rural sector and
modes of thought, dependence on central decisiotsaetions as well as resignation are all
real, if silent and unmeasured barriers to progré%at of the history of many areas contains
forced resettlement experience and even today|sauli@sion is weak. These characteristics
vary according to whether an area was heavily dédgr@non the State farm sector usually in

areas where population density is low and consdtyuenal services are expensive to install

and maintain. In contrast other areas of what tiightermed peasant agriculture rely for

their livelihood on small and fragmented farms whto a large degree are not part of the
market economy. The population density is usuatijer.

The features of the Polish rural society and thecaljural sector have been well described
elsewhere. (SebAgricultural Situation in Poland, DGVI Working Domient. June 1998
The autarchic characteristics of many small farras heen demonstrated as a successful
survival strategy in times of great change inclgdarge adverse shifts in the terms of trade
between agricultural input and output prices andaabaven for many displaced from
employment in other industrial sectors. So muchhsd unemployment, under employment
and low labour productivity are an obvious featofé€olish farming. Other impediments for
development include the small size of farm businespgecially in the south of Poland and the
effects of years of low investment in the NorthRafland, the ex State farm sector is more
predominant with larger farm sizes and a greatgrese of structural change into a more
commercial type of agriculture. Low incomes, ewdter accounting for the high level of
consumption of home grown food are an obvious aumesece of this situation especially
when the remainder of the rural economy has als@eweeloped as fast as the urban parts of
the economy. A polarisation of the sector is tgkptace between a static peasantry and a
more dynamic commercial sector. A further consaqgads social unrest in the countryside
which has produced a marked shift towards muchdmnightes of protection against imports of
food.

The need for structural change is obvious. Famt@my people are seeking their livelihood
from the agricultural sector. High rates of growththe overall economy over the past few
years has not so far proved to be a sufficientlitimm to bring about the degree of necessary
change. The lagging rural sector economy, the pighortion of young and old people in the
rural population and the lack of mobility of theriagltural work force and private capital
investment in rural business are all part of thi&iadilty of getting both agriculture and the
rural sector moving.



Growth in the rural economy would be stimulatedgogwth in the agricultural sector since
the demand for on-farm investment services andtiaddi farm-household income would be
met for the most part by the local economy. Thauld in turn attract labour and capital to
other sectors. Investment on farms to adjust teeneapensive and therefore fewer on farm
labour resources being available would also be szerg. Agricultural and rural
development go hand in hand. In Poland’s caserent® number of people in agriculture
compared with their contribution to GDP is so olliree with other countries, the necessity of
fostering a prosperous overall rural economy isuperunt. It is encouraging to see this fact
underpinning the SAPARD proposal and in what mightermed, “Ministry thinking”.

The above characteristics are most pronouncetierdairy sector with a highly dispersed
pattern of production, a low level of marketed attgow levels of technical efficiency and
poor links with the processing sector. All of tedactors impede the competitiveness of the
sector. The milk processing sector along with tifaneat (which are important components
of the rural economy) are also in a state of chamgfe much more concentration and market
led innovations still to take place. The harmotiseaof the acquis in line with growing
consumer demands for greater food safety and gualialso most important for milk and
meat productsThis problem has been prioritised in the Natiomagpamme for the Adoption
of the Acquis.In addition the management of animal wastes botlproduction and in
processing is an important element in improving stege of the environment in that there is
good scientific evidence of pollution of ground eftn the vicinity of farm s due to poor
animal waste facilities and management.

Over the last ten years there has been substguidic expenditure in rural infrastructure.
The greatest progress has occurred for water supjily an average annual increase in
connections to 150,000 households. There haveb&lso increases in the supply of sewage
services, but here the disparity with urban faesitis still much greater than in the case of
water supply.

Telephone services are very sparse in rural amdsiareliable power supplies are a serious
problem. Investment in roads currently have maiarity than in the early 1990’s.

The food processing sector has seen remarkablgelsamce the collapse of the State system.
Many small businesses took over their functionsurréhtly consolidation is taking place in
the sector at a rapid rate. Profitability and stweent (especially foreign) has been highest in
the highly processed foods and less so in basictiurs such as slaughterhouses, milk and
fruit and vegetable processing. Great changes tadken place in supplies and trade. The
new opportunity is the prospect of supermarkeilnetagrowing quickly.

Experiences of rural development from elsewhereaitioin Poland itself clearly show that
investment in human capital is a condition for fuchange. The analysis shows that
educational levels in rural Poland are so low 8taictural adjustment out of (and not into)
agriculture will be too slow. These facts lead Tleam to stress the need to view SAPARD as
just one ‘building block’ within a whole set of Gawnment actions to this end. The co-
ordination of SAPARD with other complementary anavhich support human development
and especially education within a supportive settpolicy will be an essential part of the
success of the programme. The amount of resowaeasable for such complementary
measures and indeed the commitment to this viemsee be inadequate?Wilkin (1999),
refers to the risk in rural Poland of ‘a deepengdgicational collapse’ and that investment in



human development is getting smaller and smalleln gaar and that human resources are the
most limiting factor for rural development.

1.1.1 The Place of SAPARD among other policy invesents

SAPARD obijectives are primarily accession drivéthe funding is driven according to EU
principles including additionality, that is they limprovide extra resources over and above
national expenditure. The principle of co-finarciresults in 25% of the totalublic funds
coming from Polish taxpayers resources.

The amount of funding is small in relation to treeds. In a real sense the funds will set in
place the procedures for future management of tstraicfunds to which Poland will be
eligible after accession. Nevertheless, the fundsld provide, through leverage and
multiplier effects, discernible impacts.

Structural policies are only a component of, andnnch substitute for, macro
economic/sectoral policies. SAPARD in turn is oalgomponent of rural structural policy.
Success for any component relies on timely sugpam complementary programmes.

The involvement of stakeholders is now increasingdgognised, in that the targeted
beneficiaries should be involved in decisions alibatr future and about investments which
they both directly and indirectly finance.

1.2 Objectives to be met and needs to be fulfillday the Programme

The stated strategic objectives in the SAPARD mogne (section 3.2) are to develop
competitiveness and to facilitate the adoption of ganitary and hygiene regulations within
the whole agri-food sector and to encourage muitifional rural development by creating the
conditions for the expansion of non agriculturahaiies in rural Poland.

The proposed programme deals with the main corghat might be termed the rural problem
from the perspective of the practicalities of asc@ms and also with the necessary preparations
for joining the single market and the expected raittcommon agricultural market
mechanisms. The dominant problem is that of rundl @nder and unemployment. It follows
that the main effort during the pre-accession pkesbould be to improve competitiveness in
preparation for joining the single market. If symeparations are not completed then there is
a high risk of people being displaced when accassicurs.

In striving to allocate SAPARD funds in a purposiway, the programme preparation
procedures are helpful in emphasising the impoearclarifying and quantifying objectives
at different levels, which in turn feed through d¢boices about plan design, including
complementarity and co-ordination with other prognaes. Other useful concepts include the
rule of additionality, which at a practical levetvblves judgements about whether the
supported investment would take place without tlegy@mme. It is likely, for example, that
smaller farms and businesses will face more seremmstraints to investment than larger
ones. The need for a holistic and integrated petseis emphasised by the phenomenon of
displacement, whereby support may simply realloeatsomic activity rather than add to it.
Similarly, such an overall perspective is neededdsess the environmental, social or equity
aspects and externalities of the programme. Thkiation concept is always that impact can



only be assessed in comparison with the next beshative. This comparison usually takes
the form of the relative situation with, as opposaithout, the programme.

The reality is (as opposed to many expectatiors) APARD funds are so small that they
are most unlikely to have a significant direct imipan Polish agricultural and rural

development. This is not the intention of publicuStural programmes. Most of the funds
used for development will be private funds, so tthat real focus of public activities is to

create the conditions whereby such funds will béhfmoming and will be allocated wisely in

terms of stimulating necessary adjustments inwith future competitive conditions and real
commercial opportunities.

1.3 Characteristics of the SAPARD Programme

The following measures will be undertaken:
Priority Axis 1: Improvement of the market efficiency of the agri-food sector
Measure 1 Improvement in processing and marketfrigod and fishery products

The schemes under this measure include capitalsgi@amn

1.1. Processing products of animal origin (milk atyend fish;

1.2. Support for restructuring the processing androvement of the marketing of fruit and
vegetable products including the creation of predggoups.

Measure 2 Investments in agricultural holdings

The schemes under this measure include capitalsgi@amn
2.1. Restructuring and modernisation of farms sdsang (or which plan to specialise) in
high quality milk production;
2.2. Modernisation of farms specialising in thedarction of meat, including;

2.2.1 High quality beef production especially omfa ceasing to produce milk;

2.2.2 Restoration of sheep production;

2.2.3 Improvements in hygiene, animal waste managénenergy use and animal
welfare standards on pig and poultry farms;
Scheme 2.3. Reduction of pollution originating fragricultural activity by assistance for the
construction of animal waste storage and managefaeilities.

Priority axis 2: Improvement of conditions for ecoromic activities and job creation
Measure 3 Development of rural infrastructure

The schemes under this measure include suppadtidadnstallation and upgrading of:

3.1. Water supply for rural households includingtewgourification , sewage systems and
sewage treatment plants;

3.2. Solid waste disposal and recycling systems;

3.3. Communal and district roads in rural areas;

3.4. Energy supply (alternative energy and eletgjic

3.5. Telephone networks.

Measure 4 Diversification of economic activitingural areas

The schemes under this measure include support for:



4.1. investment in rural diversification for a widenge of rural economic activities;
4.2. the promotion, marketing and information canoeg rural economic activities;
4.3. pilot projects concerning agri-environmentaasures and afforestation.

In addition to the above measures, technical assistis envisaged for a range of necessary
supporting activities including that required forogramme management including IT
systems, animation, information and publicity camgps, studies and pilot projects and
evaluation activities.

All the measures include some direct environmeatibns.
1.4 Targeting in Relation to Objectives and Needs

The main prioritised sectors of dairy and meatl{ding fish) for stimulating the adoption of
sanitary, hygiene and environmental standardsassist in the solution of major anticipated
accession issues and focus on sectors that ardg tikebe competitive within the single
market. The consistency of assistance coveriny paiduction and processing of milk is a
strong point of the programme. Other sub priorigesh as stimulating producer organisations
in the fruit and vegetable sector are also consisteth theacquisand the building up of
competitive strengths. The urgency of continuinghvwnvestment in rural infrastructure and
in improving the conditions for the emergence ofi4agricultural economic activities is fully
supported by the analysis of the rural situation.

The strategy of improving rural infrastructure ajeile measures to support the
diversification of rural resources into more proile uses as well as plans to stimulate the
viability and the adoption of thacquisin food processing and on farms are thus well
justified. All the more so, in that they reflebietconclusions from an extensive consultation
exercise with potential beneficiaries. The allomatof the proportion of funds between each
measure reflects the urgent need to create moregucultural rural jobs, the likely rates of
uptake for each measure, institutional constrammsmplementation and the uses to which
public funds might reasonably be put.

Needs will vary according to the targeting of natiband other donor assistance. The
guestion of the separation of SAPARD and nationajammes of assistance for farmers and
processors has been debated. Where the resppeiy@mme objectives are the same then it
would be theoretically possible to amalgamate tbleesies. However, it is difficult to
estimate overall levels of public support wheressdised interest rates are used as is the case
for most national programmes. Unless the sameum&nts are to be used, then it will
always be difficult to amalgamate national and SRPAschemes.

1.5 Consistency and appropriateness of the proposstrategy

The measures within the Programme support eachr. offer example, the need to produce
dairy products which meet both EU and commerciajidrye and quality requirements
involves investment and changes in practice on fasths and in factories. For farms that do
not perceive it to be profitable to make the changeipport is to be made available for
switching production towards quality beef or to etisify into non-agricultural activity. All

these activities will require infrastructure. dtunlikely that private finance will be sufficient
to install facilities to meet environmental requients which is a reason for some public
support. The pilot scheme on the agro— environmélhtbe used to realistically assess the



degree of compensation necessary for meeting oaatg®r rules and to cover the extra costs
of environmentally friendly practises.

Whilst the synergies between measures are fullyoesg, the Programme cannot in itself
assure a fully complete set of instruments duésttimited resources and scope. In particular
essential training components have to be providestignoutside SAPARD (since SAPARD
only covers training in agriculture and forestry).

The programme builds on much past experience. e€Tlaperiences have mostly been
gualitatively evaluated with simple descriptivetistacs of outputs but with little reference to
impacts. The programme also includes new elemerise with the challenge of accession.
It reflects the outcome of a deliberate and widbatie and it has been prepared in an
atmosphere of great change.

Structural policies are only a component of, andnnch substitute for, macro
economic/sectoral policy? Michatek 1999). SAPARD in turn is only a componeftural
structural policy. Success for any component setia timely support from complementary
programmes. In the case of SAPARD reference shoellchade to most research findings on
the high rates of return from investment in rurabple (human capital ) including rural
women. Moreover, the involvement of stakeholdsreaw increasingly recognised, in that
the targeted beneficiaries should be involved imcisiens about their future and about
investments which they both directly and indiredithance.

SAPARD does not (surprisingly) support investmemthuman capital to any significant

extent and yet its success will depend on sufficiemmbers of qualified people being

available in time. The co-ordination of the way F¥RD fits in with and supports other

programmes is thus crucial. In addition its suscedll depend to a great extent on the
progress towards a market economy, such as theatela of constraints in the land market,

the opening up of trading opportunities, greateeas to credit and services of all kinds, non-
distortionary sectoral price policies as well asowation. Since 1989, progress in most of
these areas in Poland has been impressive.

1.5.1. Pre-requisites for successful public inteention

In general a rule for the allocation of public feng that they should be used mainly for
technical and institutional infrastructure whiche annlikely to be financed from private
sources. Such public investment should be madbearight of the gains to be made by the
private sector or, in other words, social gainsndtely depend on private performance.

At least four consequences flow from the acceptafteis principle:

» Tthat the adoption of much of the acquis is fundaalgnabout improving the necessary
conditions for a market economy to work, for exaenpi the areas of food hygiene,
quality standards and price reporting and thus ethastivities might justifiably be
subsidised;

» that the problems of allocating public funds tovpte beneficiaries are reduced by
lowering the grant rate in structural funding;

* the number of objectives for such programmes adeiced and in consequence the
chances of success are increased by simpler imptatien and monitoring requirements;
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* subsidies for investment should be justified by dibgectives to be achieved rather than
simply on some indication of need.

The reality (as opposed to many expectations)as 8APARD funds are so small that they
are most unlikely to have a significant direct imipan Polish agricultural and rural

development This is not the intention of publicustural programmes. Most of the funds
used for development will be private funds, so tthat real focus of public activities is to

create the conditions whereby such funds will béhtmming and will be allocated wisely in

terms of stimulating necessary adjustments inwith future competitive conditions and real
commercial opportunities.

2) The methodology and the approach of the ex-antvaluation
2.1 During the preparations

The ex-ante evaluation has been an ongoing pramgsssting of an initial seminar on the
challenge of the draft regulations and the necggs@paration process as long ago as June
1997. During 1999, after the setting up of the &#&pent of pre-accession assistance in the
Ministry, PHARE assistance was given in the forn¥ afays of consultancy time in March to
assist with discussions about the overall stratagg in designing the way in which
consultations should be carried out. (The analgdighe consultation exercise and the
consultation report is presented in Annex 1). Twig support for more intensive day to day
advice became available in mid 1999. A follow ugpitvof 12 consultancy days to evaluate
the first drafts of the proposals, took place ipt8mber 1999 in the light of the then finalised
and accepted Coherent National Agricultural andaRDrevelopment Strategy. A Ministry
seminar was organised to debate the conclusiors afore intensive consultation with
individual members of the Department of pre-acogsassistance. (see notes from seminar in
Annex 2) The remaining time of the EU consultans@ame 18 days plus some 10 days of the
two main Polish consultants was spent in commerdméurther drafts and queries during the
revision process. The Agricultural Policy Unit (BRR) have provided on-going analyses and
evaluation.

2.2 Final assessment

The final ex-ante evaluation effort took place dgrDecember 1999 using an independent
team of senior Polish and an EU based independasuttant in association with the Institute
for Rural and Agricultural Development, Polish Aeady of Sciences, over a period of some
three weeks. The assessment coincided with thédation of the drafting with checks on the
proposals being made by consultations with expeeénpractitioners and by reference to
available literature and reports (see list Annex 4)iscussions were also held with the
drafting team and their Director. In addition abng was prepared for the State Secretary
with responsibility for the programme prior to hifgmal meeting with the Ministry
management committee to approve the final versigheoplan.

In all of these ways the ex ante evaluation infaezhall stages of the plan preparation.

The availability of information has strictly limidethe work of the drafting and evaluation
team. Official information on rural society angriaulture has been assembled and improved
using much of the recent work of researchers is fikid including that carried out under the
auspices of the Institute for Rural and Agricultu2evelopment, Polish Academy of
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Sciences. Good descriptions, some in Englisht @tithe situation in Polish rural areas, in

Polish agriculture and the Polish food secfor® *®> Information does not exist, or is not

available, for many of the questions that a develpt strategy needs answers for.
(**Gorzalak 1997) The situation has been exacerbayedhanges in the administrative

structure of Poland, by rapid changes in the agpdfsector as well as the informal status of
peasant types of agriculture. Numerical estimatest therefore be treated with extreme
caution. Some heroic assumptions have been usib iappraisal to avoid the error that no
impacts occur if a number is not available.

3) Analysis of the current situation

3.1 The comprehensiveness, realism of the descrigmi of the recent and current state of
affairs in the Polish Rural and Agricultural sectors.

The analysis is comprehensive and brings out thet nmportant issues, such as rural
unemployment, poor educational levels, the poarcttre of farming, the inadequacy of rural
infrastructure and low rural incomes.

There is insufficient evidence about the lack gfita, the low mobility of the farm and rural
labour force along with poorly developed institasowhich support the development of a
market economy. Most of the growth in the demamdafpicultural and rural services is either
from exports or mainly urban parts of Poland whiefiects the low levels of endogenous
development in rural Poland.

The variation between regions, between farms, bEtvgpes of processing company would
also be informative in that a more profound analysould clarify and enable more precision
in the nature and extent of desirable interventibalso gives more optimism in that there are
sectors, regions, farms and firms that are adajtimiggrowing in a dynamic way. Likewise, a
review of the existing state of affairs concernihg rural environment such as a high share of
protected areas in Poland would also be supparfitiee environmental actions proposed.

Just over half of the official number of farms dat participate in the market for agricultural
commodities to any great extent and thus an adui@ll programme will not improve their
situation. (See Table 3.2 below) This conclussoreinforced by the fact that almost 70 % of
rural unemployed people belong to households whaalofarm and that the problem is
getting worse in that the share of unemploymemtiral areas is increasing relative to the total
Polish situation. Clearly the measure on diveratfan of economic activities in rural areas in
Poland cannot be confined to farms. Demographiecksts also show an increase of almost
one million in the size of the rural working poptita in the next four yearSRosner 1999).

Table 3.2
Private farms by value of marketable production

Value of marketable production in 1995/6

12



% of farms with

PLN ECU marketable production
2501 -4999 782 - 1563 13.5
5000 - 14 999 1563 -4 688 21.2
15 000 - 24 999 4688 -7 814 6.8
25000 - 49 999 7814 - 15 628 4.0
50 000 - 99 999 15 628 - 31 257 14
100000 and above above 31 257 0.5

Educational levels and the provision of infrastawet the dependence on agriculture and rates
of economic development vary across the country.hei®as SAPARD is a national
programme the up-take of measures will vary acogrth regional conditions.

Research findings clearly show a dynamic and redtiprofitable ‘commercial farm sector’
set against a static small farm or peasant segtistirgg on very low incomes often supported
by pensions and other forms of transfer. ThiseBected in the choice of the target
beneficiaries (small to medium farms) for Measurel@ the processing sector, less official
data exists(*’Przepiora 1999 Identification of Marketing Strategiin the Polish Dairy
Industry), but it is clear that there is great dynamisnhimithe sector with many small firms,
and the overall performance depends on the magkestmategy of the companies.
Consequently, the selection process for Measuh®dld emphasise the marketing aspect.

More reference to the state of the environment doshow the importance of poor manure
storage and management on the pollution levelarim fvells. More generally the installation
of piped water supplies in many rural villages hmeseased the urgency for sewage treatment
facilities which are still at a very low level. \Bage is one of the main causes of extensive
river pollution in Poland. (Se¥The State of the Environment in Poland, ReporhefState
Inspectorate of Environmental Protectjon

There are also variations in the competitivenessgsfcultural enterprises in Poland with

dairy and fruit production being amongst the magtrnationally competitive. '{Tangerman

et al.) Grain production including oilseeds esakcion larger farms is also well placed. The
revealed competitive advantage as shown by therpatif agricultural trade bears out the
above conclusions to some extent in that the Eldstén import agricultural commodities

from Poland and exports processed food to Polakiikasures 1 and 2 should focus to a
greater extent on competitive sectors such as,daiyand vegetable and grain.

In addition, in the period up until the Russiarafigial crisis, Polish food exports to the East
grew very quickly and became more important thaddrwith the EU. Even now the volume
of exports to former communist states has not rfatle the same extent as the value of
exports. Commercial decisions about the adoptioBlW standards would not favour such
investments in all situations, at least prior t@emssion. Some form of state incentive is
therefore appropriate to generate a longer-terrw vieaccession is not to be held up and
prosperity within the single market is to be mossuaed. This argument supports public
funding for dairy and meat sectors in Measure 1.

A major criticism is a lack of information aboutethural economy. What kind of industries
exist, what is their relative importance, what ajes are taking place? In particular a
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description of the status and growth of S.M.E.’s‘micro’ enterprises and especially of
opportunities for those in the food sector andinaarism.

3.2 Comments on the degree of agreement with statédsparities, gaps and opportunities
for economic, social and environmental issues

The factual statements of disparities are relexartt form a good basis for the planned
programme. More could be added as argued in se@tib by exploring the variation in
circumstances.

The exhaustiveness of the implied causality is toesd. In addition to poverty associated
with a poor agricultural structure and the highmsa&ction costs between farms and processors,
rural people , as stated, suffer from many othsaditantages. The problem is how to break a
vicious circle. The implied complete solution ob¥@rnment financed capital investment is
neither feasible, sufficient or indeed sensibleitself. A whole range of policies and
interventions are needed, including macro and sggbolicies and reforms to the regulations
and public services including utilities, if the &of rural incomes is to increase.

The evidence from the literature on agriculturavelepment provides a basis for our
assessment. The evidence has been is summariaeshart paper bHazell (1998) which is
applicable to other sectors: agricultural developimEepends upon 5 processes all beginning
in English with the letter | (“the 5 Is”), namelyinovation, infrastructure, inputs, institutions
and incentives.

3.2.1. Pre requisites for agricultural development

Innovation. Strong national agricultural research and extansystems (both public and
private) are needed to generate and disseminatieigireity-enhancing technologies. In the
case of small and medium-sized enterprises, thidduze the role of business support centres
since innovation also applies to organisation dsageto technology.

Infrastructure. Food rural infrastructure, particularly roads arahsport systems, piped water
(with drainage), telecommunications and waste aeded. A problem is to define rural
infrastructure as distinct from national or regiopeogrammes. It will likely include “join
up” facilities such as feeder roads, junctions atiter ways of “tapping into”(obtaining)
national supplies and services, including for exi@nepedit, training and information.

Inputs: Efficient delivery for agricultural services areeded, especially for modern farm
inputs (only a small proportion of farmers in appht countries buy certified seeds each
year), food processing, anttedit. There is much emphasis on subsidised credit as an
agricultural policy instrument in candidate couedti Over and over again, this approach has
been shown not to work well, and the task is torowpthe delivery of credit (especially to
small farmers and small and medium-sized enterisagther than to subsidise it. The
process has become institutionalised and is higelysitive. In terms of assistance for
investment (as grants or as credit subsidies),f#usemphasises the targeting of farms and
food businesses so that that intended beneficiareeactually reached.

Institutions. Efficient and liberalised markets, that provideniiers with ready access to
domestic and international (EU) markets, are needEde adoption of thacquiscan help
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here in terms of price information systems and iggadgtandards. There is also a need for
effective institutions to provide key public sem$cwhere these cannot be left to the private
sector, and to encourage the private sector to dogether for the purpose of collective
activities such as improvement societies, develaopraad lobbying associations. This latter
issue is probably most important in the casemfducer groups, despite the danger that
public funds are diverted for limited private gains

Incentives Macroeconomic, trade and sector policies are eubeithat do not penalise

agriculture. The Europe Agreements have a slowyiit-degree of liberalisation but the prize

of accession is to be a full participant in a lasgegle market. Moreover, the reforms of the
CAP will mean operating farms nearer to, if notvatyld price levels. It is most important for

the agricultural sectors of applicant countriesggar up for this and also to put in place
measures that do not hold it within non-tariff lens to trade, e.g. food hygiene. Recent
studies show that many sectors of Polish agriceltare competitive by international

standards.

3.2.2. The pre-requisites for social equity

The above “5 Is” are needed for stimulating devedept but can result in an uncomfortable
distribution of the benefits. For example, SAPARIIM and food processing incentives will
likely benefit the more prosperous agriculturalasreand would naturally benefit larger
farmers and processors as current national scheon@<ulawik 1999).

®Hazell makes the point that agricultural developtséould be broadly based for it to be fair
in a social sense. Unlike processing and marketingre are few economies of scale in
agricultural production, and hence targeting farfalyns is attractive on botquity (fairness)
and efficiency grounds. For applicant countriehwaitany small farms, this philosophy would
mean that regional farm structure should be onéhefvariables for determining regional
allocation of SAPARD funds, and that there showddcht-off points (both a minimum and a
maximum) for farm-based support. In Poland thé&itistion of dairy cows is highly skewed,
with many small herds. An attractive measure migblude a form of dairy herd conversion
scheme (incentives to give up selling milk) in tight of quotas and exacting and expensive
dairy hygiene regulations. A more general meagusncourage a better farm structure would
be farm amalgamation or even pre-retirement pensaremes. Small and medium-sized
farms should also receive priority in publicly fuettagricultural research and extension and
in marketing and credit supply. Analyses of growfiions for farmers in several applicant
countries in the light of accession does show éxgansion can be attractiviMech, 1999;
*Hughes, 1999), but there are exchange-rate riskeelisas those connected with the timing
of accession, with the state of the CAP including future of dairy quotag®Majewskiet al.
1998).

However, for the most part, the asset base of daral businesses will be so small that even
high rates of return on the capital involved witit produce a comparable income. Real prices
for agricultural products fall inexorably year oeay except during short-lived booms. Thus
investments in human capital, such as educatiorhaatth, and in semi-public services such
as water supply and sewerage, are essential fapuimg the productivity of poor people and
increasing their opportunities for gainful employmanostly off the farm.
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Women play many key roles in farming and ancillary aiti®s and are a strong influence in
the family for education levels of farm childreffhey thus warrant targeted programmes in
agricultural extension and education, for examme farm financial record-keeping and
organisation. Women often drive diversificatioivdties such as agro-tourism activities, and
thus require credit and other aids for small bussressistance.

Equity or fairness considerations logically meam filll participation of poorer rural people in
the policy formulation process and not just thé and powerful. They need to be consulted
on the priorities for public investments from whithey are expected to benefit or help
finance. It is thus important that methods areke&drout for this to be done in the evaluation
process throughout the life of SAPARD.

The rural non-farm economy should be actively eraged and this is recognised within the
SAPARD operational programme. This is a reasorp&tnership both nationally and in the
regions. The rural non-farm economy is a sourcengployment and income especially for
small farm families. In addition, there are powérincome and employment multiplier

effects within rural economies when agriculturevggo

3.2.3 Pre requisites for environmental objectives

Priority may be needed for regions where the enwivent is heavily threatened, in terms of
soil conditions, erosion, pollution or flood. Bd®%o sustainable farming systems can reduce
the incentive for migration from such areas whichild be a problem for other parts of the
EU as a whole. In the case of Poland the environatlg protected areas are in a unique
situation with regard to economic development opputies.

Extending as well as defining property rights, amduring the good husbandry of all natural
resources in leasing and in utilisation of commamd, may be advantageous. Incentives to
develop markets for “ecological” types of produnticould have a big response as the
intensity of land use in Poland is already low{lst a changeover from existing systems may
not involve big yield reductions. Tleequis for example, sets out the conditions for organic
farming, but other systems such as integrated fayraystems have not as yet taken off and
would need a strong promotional effort for thenatoso.

As with all measures for agricultural and rural elepment, ®Hazell argues for the
involvement of those who manage natural resoutbesugh the improvement of institutions
so that they are involved in decision making antbugh enlightenment about natural
resources by means of training. Environmentalesslso require monitoring of systems and
in some cases, the delineation and protection@d sif particular environmental value.
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3.3. Comments on the coherence of the ranking ofgparities

The acid test of the ranking of the disparitiemsasured by the allocation of resources to the
different measures. Here we find that food processeceive the greatest funds followed by
infrastructure, diversification and finally on faimvestment.

The evidence for such a ranking is limited by tlegty of the information. It is, however,
well known that the cost of bringing processingnggaup to EU standards is high and indeed
the disruption already caused to Polish milk expdd the EU by a failure to meet the
requirements has already been experienced. Whaidtislear is the extent to which these
costs should be publicly funded or indeed the atabunt of expenditure that is required.

We accept with some qualifications the emphasigmbastructure provided that investments
are made with the purpose in mind of creating thrediions for additional employment or at
least maintaining current jobs.

The diversification measures are a direct way cifltag the large rural employment problem.
There is insufficient emphasis in the analysis #rel proposed diversification measure on
support for rural women.

Farm investment support is justified by the requieats of the acquis for milk production,
and other types of public goods that are desirabléere are several qualifications here
concerning the importance of crop storage in addmgthe competitiveness of Polish
agriculture and for ensuring the quality of livest@roducts. It may therefore be desirable to
cut some of the expenditure for sheep, poultry pigdproduction to make way for crop
storage, but such support should only be givemgfoup storage. The logic of the programme
is to try to ensure that the first customers ofrifsuare competitive so that all farms can benefit
from secure market outlets.

The main concern is what is missed otazell’s list refers to the importance of reseaant
extension and educational provisions are refereethtthe analysis®Hazell's analysis on
incentives is supported by the views*dfichaleck (1999). The access to credit rather than
subsidised credit is to be taken into account byia@oloan scheme in the World Bank rural
development programme. Substantial national sigesidcredit schemes for agricultural and
rural adjustment will also continue along with awvieonmental protection fund. A large part
of the Ministry of Agriculture’s budget is also asér farmer’s pensions which is a direct
social payment.

3. 4 Comments on the clarity and accuracy of the ahtified driving forces for
sustainable rural development

The conclusion drawn from the analysis that theitsmt to the agricultural problem lies to a
large degree outside of agriculture and withinrtiral and wider economy has full support.

The reasoning for the need to adopt a pull or dehtesh approach is also fully accepted rather
than concentrating public intervention on suppljesmeasures. Furthermore, that while the
adoption of the acquis will assist in the developtn&f a market economy, it is expensive,
especially in the milk and meat sector, and thdipuntervention will be necessary both for
reasons of food safety and other public good greund also to speed up the natural rate of
progress. One main qualification is that while twealysis has shown the need for a
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complementary and coherent set of public intereastiin the agricultural and rural sector,
especially in education and other forms of humastabenhancement, many of these actions
lie outside the SAPARD programme. They may not hestebeen stressed sufficiently.

Increased emphasis on market or demand side arftareligibility and selection criteria is to
be encouraged. Moreover, there should be an aessdhat capital subsidies can impose less
than optimal solutions to problems. Changes inepdidferentials for quality milk, changes in
farming systems to improve competitiveness and eamation in both farming and food
processing are also ways in which the objectivab®programme can be achieved.

Mixed farming is for example the norm in Poland dinel system has many attractions from a
risk management and sustainability point of viewhe programme will encourage so called
pluri-activity or off farm employment. This is @mmon solution to the income problem of
small farms.

Finally, the role of public intervention in rurahé agricultural development is not about
directly overcoming capital constraints by the &tafThe idea of financing activities using
taxpayers fundthat would not otherwise be financedcheeds to kept in mind.

4) Assessment of the proposed strategy in relatioio the situation described and the
identified needs based on past experience

There are important and successful lessons abeutptake of national schemes for both rural
infrastructure which used grant assistance ancwgrral development which relied on the
provision of subsidised credit.

Agricultural schemes have latterly become more $eed on specific targets including dairy
farms and processing plants and specialist beefldement initiatives.

Recent infrastructure programmes have been fingjodetlly with PHARE funds and also by

means of the World Bank ASAL loan. There is alsoragramme, which was begun under
ASAL and was subsequently continued with nationgding, to give subsidised loans for
rural job creation.

There is, therefore, a substantial amount of erpeg to draw on for all the processes
involved in public interventions of this type inding planning and implementation. There is
also a considerable and growing amount of expegi@h&U structural measures.

4.1 The key lessons from evaluation studies of redePolish programmes

The uptake of these forms of assistance has bemth lyat it does not necessarily follow that
this is a clear indication of expressed needsthéncase of infrastructure under the ASAL
loan, water supplies were given initial prioritheteafter national schemes have emphasised
investment in roads. Patterns of the rate of upteve been analysed which show a slow and
steady build up with time. Regional patterns s the peripheral parts of Poland lost out
relative to the more heavily populated central aodthern areas. About a quarter of the
gmina’s did not participate in the programme. A fimade the most of the opportunity. One
of the current issues where investments have beste s how to ensure that the number of
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connections to facilities such as water treatméanitp are sufficient to cover the maintenance
costs especially where householders are poor.

Job creation schemes are considered to have wokleld The main type of business
requesting support are small traders. Banks a&é as a vehicle for the subsidised credit and
they also carry any risks of default. This maylaxpthe low default rate.

Interest rate subsidies are a popular means afiggsupport towards structural adjustment on
farms. Specific credit lines are given for entegs such as dairy and beef enterprises, the
establishment of young farmers and agro-tourismbsilised credit has been shown to favour
larger producers while small peasant households rieh to borrow at all or, if they do, from
family sources.

These experiences have provided some general fittisaof:

» empirical estimates of the real costs and practissues of effecting structural
improvements;

» predictions of the likely pattern of uptake bothtémms of the likely measures and their
regional pattern as well as likely beneficiaries;

» the recognition of the need for careful prior assent of investment in infrastructure
given the fact that some few gmina’s have appareower-invested in infrastructure,
beyond their ability to finance the annual costswafh improvements;

» the acceptance of a more purposive and integrgieiach to installing public services in
that additional development may not automaticadliofv;

» that reference be made to local and regional strakcplans (which are currently being
prepared) in the selection process for SAPARD pisjeon infrastructure and food
processing.

The procedures used so far have been primarilyemehted in a centralised way and it is
accepted that this approach will need to changenéwith both the anticipated volume of
effort and also the new systems of devolved redigagernment. The opinion received was
that devolution of responsibility to the gminas Hmekn successful. However, a great deal of
training is still required for regional decision kirag in SAPARD to be successful. It is likely
that the degree of effort will exceed the resoureethin the technical component of
SAPARD and PHARE. One large change to be takenantount is the fact that the banks
have had a key role in the management of the ssbsdidoan schemes. Grant systems shift
many of these tasks to the public administrativaesy which has no experience in economic
project evaluation.

4.2 Expert opinions concerning the relevance andkiely response and uptake to the
measures with respect to economic, social and eneirmental effects

4.2.1 Relevance
In general the strategy is broadly relevant wittspeet to the identified needs and
opportunities and they have been selected follonang extensive consultation process.

However, due to the limitations in SAPARD scope aesburces, the arrangements for the
complementary inputs that will support the SAPARDgramme is crucial.
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At a more specific level, there is concern abow #ibsorptive capacity of the proposed
devolved SAPARD administrative system of projednitification and planning, submission,
approval, implementation, inspection, monitoringl @avaluation as the quality of this work
will have a large effect on the impact of the pesgme. The amount of technical assistance
is probablyinsufficient to achieve the quality levels required. The itimnis that by sub-
contracting tasks such as planning to the privattos as well as public institutions, market
mechanisms will have some influence on the qualitwork demanded by beneficiaries and
the selection procedures. Assistance for traiming information of all kinds should be an
important component of all schemes.

The importance of a “market led” as opposed tougppdy side” approach is accepted in most
quarters. The danger of State assisted investnimiitgy made in non-viable enterprises,
especially throughklisplacementeffects in thgprocessingsector is a real one.

The different needs iMeasure 2 of a more commercial, as opposed to peasant tyges,
farming were also recognised by several expertse W@ew is that there should be higher rates
of grant for smaller farms and lower rates but wililmits for more commercial farms. The
decision as to the level of rates and limits, stiooé devolved to the regional selection
committees, according to the number and type olicgins they receive. There is a strong
belief in economies of size in farming; the evidemar this is not convincing. If they do not
exist to any marked degree then it is possible ¢éetnboth equity and efficiency criteria by
focussing on development choices for viable snaaths. Other issues concerning relevance,
is a strong view, that, support is necessary taeod crop storage in order to improve the
competitiveness of the cereal sector. Such suppograin storage, if forthcoming, might be
included at the expense of investments aids innemsive livestock production (particularly
pig and poultry).

If it is possible, some shifts in emphasis are gisgposed inMeasure 3 including more
support for social types of infrastructure andagk development such as the upgrading of
community buildings including schools and clinicsgive communes more options to select
solutions matching their local needs. In additiotnthe case of infrastructure, the need to
create public facilities that are sustainable andstfoster development is not yet fully
understood.

A strongly held belief is that the most limitingctar for rural job creation undéfieasure 4

in Poland’s rural area is underdeveloped humanatigpaThe present schooling system (and
its reforms) are seen as a real impediment to amped it fails to enable young people to
leave the land. SAPARD measures cannot directisiawith this issue but the programme
can make a contribution by, for example, road improents making travel to and from
school easier. Scheme 4.2 should also facilitageitnplementation of scheme 4.1 by the
development of marketing, certification and infotioa initiatives.

There is much complementarity between economicias@nd environmental needs and
measures, for example water treatment, waste [drgités and agro-environmental schemes.
In other cases there are conflicts as, for exanwphere a farmer finances his own share of
manure storage facilities. The cash gain in teomsaved nutrients is likely to be small in
relation to the cost and availability of capitahalugh the farm family should see a non cash
improvement in the quality of their water supply.
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Some experts strongly believe that Poland canrforcafinvestments of an environmental
nature. Others hold an equally strong opposing/.vid guiding principle in steering a path
between such opposite views is that the optimumuainof investment in environmental
goods occurs where the cost of avoiding pollutiost jequals the damage that it causes
(*'Weiss 1994). However for this principle to be judbplied, it is necessary to have systems
in place which impose the costs of pollution on drginators. A grant scheme will not
produce the desired impacts on its own, nor witicking rate limits necessarily reduce
pollution or enhance the quality of the ecosystefhis is yet another example of the
SAPARD programme being relevant within a of a wisketr of government actions.

4.2.2 Uptake

One of the main concerns is the initial rate ofaluptwhich will be slow in the initial years as
new procedures are both installed and used. $hose of the main reasons for multi-annual
funding.

The problem of co-finance was raised on severasions and especially the issue of finding
cash until grants are received on expenditure redur The usual system is for a project to be
financed in stages, with payments being made acwdyd This will be most important for
the possible beneficiaries in Measures 1 & 2. Hawethis highlights the problem of
responsibility for uncompleted projects.

For the most part, SAPARD differs from past andsemg schemes in that it is to provide

grant assistance, as opposed to subsidised |danthat loans have to be repaid and grants
have no interest charge, the amount of assistamder SAPARD will always be greater (and

usually substantially greater) than for subsidisedlit, irrespective of the level of interest rate
subsidy.

The importance of disseminating information abdwet SAPARD programme in good time,
so as to increase the rate of uptake, was empHabigehose with experience of both
infrastructure and job creation schemes. Banksclwhiave had an important role in
subsidised credit schemes are unlikely to havestimee degree of influence with SAPARD
measures which adds to the case for an effectieenration campaign to be put in place.

High quality project preparation support can alsocbucial and adequate resources must be
planned to provide extension and advisory services.

This problem is probably less for infrastructuretiat a set of projects for approval is

believed to exist; gminas will need to put théiaie (co-finance) of such capital expenditure
in their budgets for 2000/2001 which are due fomptetion at the end of March 2000.

Moreover, the empirical evidence from ASAL supgortinfrastructure clearly shows a slow

initial rate of uptake. It is proposed to vary tlage of grant for poorer gminas so this should
enhance the overall demand for support. In the césMeasure 4, Diversification, a pro-

active approach is deemed to be necessary to seunecessary rate of uptake.
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4.3 Recent and ongoing experience of monitoring arel/aluation

Unfortunately, there is not a good record of mamiig and evaluation in recent programmes
with similarities to SAPARD. Records have beentkafpa descriptive nature but very little
information exists concerning the economic impathe new regional structure adopted by
Poland from Jan 1999 has also changed the statibase.

Data on the impact of improvements in infrastruetan job creation and incomes does not
exist. The amount of employment created by jolatova schemes is quoted so that a rough
budgetary cost per job figure can be deduced. eBlimates are usually taken from obligatory
business plans and are thus not achieved outplitseover, no displacement or additionality
effects are taken into account, nor are estimateslable of the number of years new
enterprises survive.

One view is that much of the evidence for assessirg economic impact of rural
development initiatives may already be collected different departments within local
administrations (e.g. tax data gives a good indinabf economic activity) If true, then it
should be possible to design an evaluation systeooltate this data. However, in so far as
the questions to be asked are new, it is likely some additional information will also need
to be collected.

5) Assessment of the consistency of the proposethstgy of the SAPARD Programme

The most important rural symptoms of low compegitigss in Poland are concerned with the
degree of rural unemployment (2 million people)e thery high level of agricultural
employment in relation to the amount of output et and the small fragmented size and
autarchic nature of at least half (about one mmjliof the official number of Polish farms.
The main EU accession problems are concerns abeetimg the common hygiene and food
safety and quality standards required by both ihgl& Market legislation and, increasingly,
by discerning global customers such as supermarkets

The priorities indicated in the SAPARD Regulationnaarket efficiency, hygiene standards
and job creation and maintenance need not be atitaitha consistent. Nonetheless, a
balance is sought between priority axes in thesRAdBAPARD programme in pursuing those
objectives.

The main priorities chosen by Poland also neecetodmsistent with essential complementary
human development activities such as education.

The measures within the Programme support eachr. offer example, the need to produce
dairy products which meet both EU and commerciajidrye and quality requirements
involves investment and changes in practice on fasths and in factories. For farms that do
not perceive such changes to be profitable, suppotd be made available for switching
production towards quality beef or to diversify dnhon-agricultural activity. All these
activities will require infrastructure. It is ukély that private finance or that private returns
will be sufficient to justify facilities to meet laenvironmental requirements so that some
public support will be necessary. The pilot sutaswge on the agro—environment is
supported using the same argument. Moreover, m@dion of the farm and food sectors
will probably add to the existing pool of unemplogmt so that direct job creation measures
through diversification and, indirectly, throughproving rural infrastructure, are wise.
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Whilst the synergies between measures are fullyoesg, the Programme cannot in itself
assure a full or complete set of instruments duatdoimited resources and scope. In
particular, essential training components haveet@tovided mostly outside SAPARD (since
SAPARD only covers training in agriculture and f&irg).

In addition, SAPARD objectives are narrower tha@ tleeds of Polish rural and agricultural
sectors. Obviously, national policy will be conted following the additionality principle.
Debates about the amalgamation of SAPARD with natiprogrammes can be resolved on
the basis of the objectives to be achieved.

There are also solutions other than capital subsidio the problems to be addressed by
SAPARD. For example it has been showfBafin 1997) that dairy plants can raise the
proportion of high quality delivered milk by payipgemiums to suppliers. Such a solution
can be self-financing. Another example would bat tipolicies which result in the
concentration of dairy production onto fewer faramgl milk processing into fewer factories
reduce the national costs of meeting the EU stalsdar

The tensions between efficiency and equity havebeean sufficiently brought out and this
leads to some fuzziness in the description of ldikgexpenditure and also in the criteria for
selecting beneficiaries, especially in Measure Rere arbitrary limits are placed on grant
assistance whereas equity issues are not mentiornieel accompanying objectives.

Environmental objectives are not sufficiently dissed and are dealt with by requiring
compliance, for example with manure storage as ralition of support to improve milk
quality, which may not necessarily be an efficiapproach e. g. if solid manure systems
based on straw are to be used or if appropriateageanent practices for the utilisation of the
manure are not adopted. A wider and more genguatoach to fulfilling environmental
objectives might be to give support to the adoptadnthe recently developed codes of
sustainable farming practice and especially for then beneficiaries identified in this
programme.

The infrastructure measure should include the pd#giof beneficiaries choosing public
investments which integrate and utilise individtygdes of public works such as community
facilities used for education, training and healthivities. This statement supports the caveat
in the infrastructure measure which makes the frashe possibility of village improvements
later on in the programme.

There is also some doubt about the assumption itha&stment in infrastructure leads
inevitably to the emergence of economic developmentere is a danger that without the
management of such investment in a purposive wayurees could literally be buried. The
quality of project identification and co-ordination both the planning and implementation of
investments is thus of prime importance.

The dividing line between traditional and non-ttemhial agriculture supported under
Measures 2 and 4 has not yet been clearly deflhfte Programme is to be transparent to the
beneficiaries, some distinctions need to be cttifn the implementing regulations.

5.1 Comments on the justification of the strategyrad the priorities for action
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In general the justification of the strategy goaskbito the Polish policy frameworks as well as
National Programme of Preparation for EU Membershiphe linkages could perhaps be
presented with clearer references to the SAPARBabivES.

The choice of the meat and milk sector is logicate there is a clear juxtaposition of the
likelihood that the acquis could be an impedimentaccession, and it is expensive to adopt.
Public funds are justified in that for companies erporting to the EU there is only a weak
argument to incur the costs of its adoption, eghgcif they are uncertain about the date of
accession. High standards of food safety and tyue#in be seen as public goods. Non-
compliance has already disrupted trade with the iEldyolves both the farm and processing
sector and food processing is an important sourogral employment.

The degree of investment both in the processingama sector will be more efficient if there
are structural changes which will involve many dioge involved finding alternative
employment. This argument as well as the exisditate of affairs in rural areas, supports job
creation schemes, as proposed in the diversificatieasure, as supported by the investment
in infrastructure and, most specifically, by en@ging small farmers to take up specialist
beef production.

There is a case for encouragm@up activities given the resistance based on pastreque

to such measures. Group collection of milk carucedcosts significantly. The economies of
scale in food processing are large. Increasingctivepetitive power of producers in rural
markets is also justified by the poorly developedesof rural produce markets.

The case fostorage,to be included within the farm investment measig®ased on the fact
that grain quality is important in ensuring the ligfyaof livestock products. Grain is also an
important and competitive sector within Polish agiture. The support should be restricted
to group schemes.

Measure 3 is a pre-requisite for both the adoptioiie acquis and rural employment creation
attempted under the other measures.

Under Measure 4, Scheme 4.2. could usefully benelei@ to include local brands certification
and designation of origin actions.

5.2 The consistency of the operational objectivesitiv the global objectives

The link between the global objectives and the afjp@nal objectives is not always clear.
Reducing the number of general objectives wouldpBfynthe monitoring and evaluation of
the Programme.

In Measure 1, if non viable plants are selected through thduskee use of technical criteria,

then competitiveness will be reduced, displacermeay well occur and the proportion of

processed milk and meat output meeting EU standailiti®ot be sustainable in the longer
term. More specifically, the number of plants tmegEU standards is only a rough guide to
how much produce meets EU standards since thebdistmn of plant size is highly skewed

with many small plants and fewer larger ones. Aemwecise definition of impacts , specific
and operational objectives would be helpful inchgdthe conditions for support contained in
articles 26 and 26 of Council Regulation 1257/1999.
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In Measure 2 one of the main specific objectives is to inceetiee amount of delivered milk
to dairies meeting EU hygiene standards. Suppprtarger dairy farms is more likely to be
an effective way of doing this. Yet there is aosfy equity aspect within the operational
aspects of the measure such as modulation of tloer@nof assistance and the measurement
of the number of farms applying for, and receiviegpport. Reasons for differential rates of
support for smaller farmers are not found in thabgl objectives. This should be clarified. In
addition the operational objectives are presentedai non-measurable manner. The
improvement of working conditions on farms is a gah objective, but it is not clear which
operational objectives contribute. Moreover, temeral objective is not included within the
Strategic objectives. It is not necessarily theedhst reducing agricultural pollution protects
the landscape - see general Objectives (sectionfZr®asure 2). The conditions for support
contained in Commission regulation 2759/1999 shaigd be met and monitored.

In Measure 3 the general objectives are consistent with thatexjic objectives but
insufficient emphasis is made of the need for stftacture to support business development
and economic activity. Indeed, there might be kcisfbetween the equity (improvement of
living conditions) and efficiency (attracting invaainvestors) objectives of Measure 3, which
need to be carefully resolved at the level of mrbgelection criteria. The same point can be
made concerning the specific outputs from the nmeaswhich read very much as an end in
themselves with no association with economic deyraknt.

In Measure 4 the objectives set at different levels are cdesisexcept that new or existing
jobs that are created will need to last or be suslide over time. Moreover, the wording
suggests that jobs will be creafied rural people rather than be creabgdthem which should
be the sense of the word encouragement in thegtrategic objective (section 3.2).

5.3 The compatibility of the SAPARD programme withnational programmes, PHARE
and the World Bank Rural Development Programme. Hav will compatibility be
ensured?

The SAPARD Programme seeks to complement natidhtdARE, ISPA and programmes
financed from the IFI (notably the World Bank). elltoherence amongst these policy
instruments will be ensured by the references améwork policy documents (notably the
Coherent structural and rural development poliag well as thePreliminary National
Development Plap as well as by separate targeting and on-goingitoring by the common
national and regional steering partnerships.

The objectives of national aids tend to be brodaban those of the SAPARD programme,
with some schemes covering potentially similar ardéa particular, there is a problem of the
compatibility of national programmes for rural jaiveation, farm and food processing
modernisation, which rely on subsidised credit, tr@lmeasures targeted on the same issues
by SAPARD. As already stated, support from SAPARID always be more attractive to
beneficiaries. It would not be wise to involve kann the schemes simply to ensure some
kind of management of beneficiaries since borrowmmgy not be necessary or sensible.
Support to interest rates also tends to strengtiebanking system whilst being expensive to
both the beneficiary and the state. Commercialicmeduld not count towards the public
funding limit. Grants increase the equity of bavess and therefore their capacity to borrow
although there may be problems of financing theahstages of a plan. It does not, therefore,
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seem logical to combine subsidised credit schemt#s SAPARD in order to meet the co-
financing requirements. This issue is recognised ianthe subject of recent negotiations.
National resources must also be planned to engireng and the provision of extension and
advisory support to help potential beneficiariespare high quality projects on time.

Overall coherence between SAPARD and PHARE and I&Péssured in the Preliminary
National Development Plan, which however extendg tith 2002. The national partnership
of the Ministries and regional partners alreadyrafes to assure on-going co-ordination.

At the operational level, compatibility can be emted if the selection and monitoring
procedures at the regional and national levelanglucted by the same set of organisations
or, at the very least, information is shared. @itlee suggested composition of the relevant
committee’s this appears to be quite feasible. Maeshall’s offices and the Ministry of
Agriculture and Rural Development have responsiegdifor setting strategies at regional and
national levels respectively. The role of the regiomonitoring committees in regions
selected for PHARE, will be crucial to make sure thvo sources of funds are used to their
best advantage, particularly for the measures asdhfrastructure and diversification, where
potential overlaps can occur. As regional PHAREI wiltially only operate in 5 regions
(including four substantially rural regions) and psoject based, central decisions on the
separation between investments eligible under PHAR&E SAPARD (e.g. by investment
value) would not be feasible. At the project level amalgamation of SAPARD and PHARE
funds is envisaged given the differences in procegito be applied.

The main solution for infrastructure where projesii be approved at the regional level is
that the beneficiaries (gminas) will put togethdimancial package with funds from different
sources according to the various rules of donorratnal funding. In this way the gmina’s
will ensure financial engineering.

The World Bank project should strengthen institodiocapacities at the regional level by
providing necessary human resource training, wikegely remains outside SAPARD. It
remains to be decided if the funds from SAPARD #relWorld Bank loan can be mixed at
the project level. The idea of using the sameoragi steering committees for SAPARD,
World Bank and PHARE funds would add to synergiesvieen the initiatives.

Finally, extensive information activities will bequired to provide transparent information of
all potential programmes available to rural dwaller

5.4 Comments on the justification for the balance fomeasures and/or the means the
decision on balance has been reached

The Polish Programme is balanced around two pyiases corresponding to the SAPARD
Regulation. The balance between measures has lbegely based on an extensive
consultation process (cf. Annex1).

In theory, the balance of measures should try teaggthe contribution of the last units of
expenditure from each measure towards the stratdgectives. The response or level of
impact will eventually decline as more resources ased for a given measure. This is
impossible to do with any precision in that there three overall objectives. The conditions
necessary for producing a contribution will alsamge with time and with the pattern of
investments made in other measures. Another prolidethat the level of expenditure in
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essential complementary measures are also likebg tiimited and determined independently
of SAPARD.

Qualitatively, the balance of the operational pamgme can only be assessed by ranking it
with a proposal deemed more efficient. Slight ioy@ments in the efficiency of the
Programme might be achieved by:

* more emphasis on social infrastructure, training alfowed forms of human development
including technical assistance;

» a more tightly fashioned set of measures for fdawelopment which would make room
for grain storage assistance at the expense ofosupp meat farms (notably pigs and
poultry);

* in view of the time it takes to develop uptake & measures, a greater weighting to
infrastructure in the first and early years of fregramme. Another reason for this is the
fact that infrastructure is essential for the impdmtation of the other measures;

» support is given in all measures according to tih@iteonality principle, that is that the
investment would not otherwise occur. This requoareful selection criteria. In measures
1 and 2 there are arguments for lowering the desats.

In addition, given the uncertainties about accesssmme important consequences follow.
Firstly, the regional steering committees shouldehthe power to vary the rate for different
schemes as well as the use of schemes within tresures according to revealed local
circumstances and demand, especially for Measurean® 4. The proposed national
Programme balances the need to prioritise SAPARDurees against the concept of giving
local decision makers the responsibility of makanghoice of actions from a wide range of
relevant options within the measures. Secondly,o¥erall balance of measures should be
flexible and be changed according to timely momigrand evaluation results (of SAPARD
and other programmes) and changing objectives esssion draws closer. The SAPARD
Programme has no precedents and is likely to neeck radjustments than is usual for
Structural Programmes in the light of the rapidnges that are underway. Special clauses
facilitating necessary amendments might be a ugpefibctive management tool to ensure the
Programme’s efficiency and effectiveness.

5.5 Comments on the justification of the financialresource allocation including the
problems of:-

5.5.1.co-finance and other sources of support

A common view is that the ability to co-finance SWRD assistance, especially the provision
of private funding, will restrict its uptake.

Some analysis of this view follows. Firstly frorhet point of view of the taxpayer, the
provider of SAPARD funds, the aim must be to acki¢lie objectives at the least cost.
Secondly, higher rates of grant, mean that forvargsum, fewer beneficiaries are supported
and this could be a more risky option in that higtes of grant run a greater danger of
encouraging beneficiaries to make bad investmdmsvering the cost of capital or increasing
the amount of funds available can make bad invesnas well as good, both feasible and
profitable. Higher rates of grant may also displaommercial borrowings, in which case the
grants do not conform with the principle of addidity. The provision of own resources
guarantees the commitment and care of the bensfiasiailst an aim of any public assistance
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programme is to lever out a greater amount of piviands for investment than might
otherwise be the case.

This latter effect can be explained as follows. e a beneficiary owns assets worth 100
units of value and it is considered prudent to drdyrow the equivalent of the value of the
owned assets, that is a further 100 units, mak0® i@ all; it is thus possible to finance an
investment costing 100. If under SAPARD, a gianeceived equal to 50% of the value of
the investments, the assets of this beneficiarnave 150. Using the same borrowing rule it
would now be possible to borrow 150 units of valu€here is, thus, a potentially larger
leverage effect from a grant scheme than from diged credit since a loan has to be repaid;
subsidised credit does not add to the value of dvassets and thus does not gear up the level
of prudent borrowing.

The issue of pre-finance under the SAPARD prograncane be assisted by, for example,
contributions in kind (especially own labour) andrbleasing some funds on approval, with a
final balancing payment being made on satisfactorppletion (advances upon the provision
of necessary guarantees).

5.5.2 rates of SAPARD grant assistance

The Programme proposes for measures 1 and 2 fxetquite high rates, of grant. The rate
of grant under Measure 2 is 50 % of eligible extemd, except for manure storage and
management systems on farms (65%). The rates abaivary up to 50% for measures 3 and
4 but the actual rate is more dependent on the ¢tévllemand. There are also, for most of the
schemes within the measures, limits to the absaloteunt of assistance that is to be given.
There are several arguments differentiating and lowering the rates.

The degree of State support should be as low aslpesvhilst assuring the achievement of
the general objectives. For example, if the objedis to have a number of plants up to EU
standards, then public support should be giverhenfirst instance to those plants which
require the least public funds to meet that obyectiThe starting levels of support should
therefore be low with an increase later on in ttegpamme, depending on the response.

The criteria for the selection of processing plaotadopt the acquis should not be based on
simply a private view of the need for public finesc Public expenditure criteria should be
used. For example, it may be wise to allow higta¢ées of support for strategically situated
plants, such as a single dairy plant serving a temegion. Proposed ceilings of aid for
processing can be three times higher than currapihied ceilings for subsidised credits by
ARMA, without a case being made for such a higlel®f use of public funds..

The rate of grant for on-farm investment might keried depending on farm size. The
measure implicitly targets two types of farms; theghich are competitive (and with support
will become more competitive, usually big farmsiiahose which could become competitive
(with support, usually small farms). It is not timtention to give support to non - viable
farms. Perhaps the most efficient use of publimdfuwould be to give small farms higher
rates of grant and lower ceilings and to providggbr farmers with lower rates of grant and
higher ceilings.
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The proposal to give grants for the purchase oftad@l breeding stock will simply increase
their price, so that the main beneficiaries willthe current owners of such livestock. This is
not the stated intention of the programme. Moreoteeir are more effective ways of
improving the genetic basis of a dairy herd.

In the case of infrastructure, the benefits of scahy be more easily obtained at the district
level or through gmina associations. Consequettiky,possibility of having higher ceilings
should be considered.

The devolution of decision making to the regiomaddl is consistent with the idea of enabling
regional authorities to vary the rate of assistamosording to their project application rates
and their rankings of the contributions such prigj@cake to the stated objectives.

The problems of the provision of Polish public apdvate funds to complement EU

SAPARD funding might be less difficult than expettbecause the overall scale of the
Programme is quite small compared to the Polishcaltwral and rural populations.

Moreover, even though the average level of wealtlequity is low, the distribution of the

ownership and control of assets is usually skewée. wealthiest potential beneficiaries are
most likely to receive support and this anothesoeafor considering lowering the rates of
assistance.

5.5.3 likely rates of uptake/coverage of potentidieneficiaries.

The regular pattern of total expenditure for eagairyof SAPARD is infeasible. This belief is
based on the empirical evidence of the uptake fpoewious programmes, and especially the
ASAL programme. Whereas it is likely that investrn@ infrastructure can be implemented
swiftly, there is still a discernible learning cervMoreover, there is considerable potential for
waste by rushing, especially in a new situation iehieis not desirable to set inappropriate
precedents. It is thus highly desirable that SABPAR managed as a multi-annual fund or at
least for there to be some phasing in of experglimlifowed in the first years of the
programme. Plans also need to be considered feics® commitments at the end of the
programme or upon accession.

The uptake necessary to exhaust the budget abocatay also not be reached for the
diversification measure (measure 4) because oftdimans in implementation and the
importance of potential beneficiaries knowing abthg scheme. It will take a sizeable
information campaign to bring about this state fédies. An allowance of two years has in
fact been made in the agro environmental schenmeatce the necessary preparations and to
benefit from the precedent pilot PHARE projects.

Experience of the bidding system with infrastruetshows that very often savings are made
against budgeted expenditure which allows the casioming of additional projects. Strict
annual limits would reduce the possibilities tdyfulse the resources planned.

The rate of grant and the associated conditiordigibility and scope can be varied to some
extent to match the number of successful applinatio the amount of funds available. This
is a further reason for the devolvement of decsiahout the regional rates to the regional
steering committees (especially for Measure 3 gndHbwever, as stated previously, it will

be necessary to allow switching of allocated regidands from under-spending regions to
other more active areas, if the best overall natiarse is to be made of the programme.
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Regional envelopes could be released in tranchéh, fwll commitment of the previous
tranche being a condition for triggering the nex¢.o

The calculations of the consistency of the ratesgm@int and ceilings with the specific
objectives and budget allocations according to woit estimates are not shown in the
Operational Programme. 1t is thus not possiblecqimment on the feasibility or efficiency of
the forecast coverage of the programme. For ex@rip number and size of dairy farms that
will be needed to make deliveries of the requiredrdity of high class milk to the target
number of dairy plants that are planned to meetsiEddards. Overall efficiency is likely to
be enhanced by the collation and wide disseminatibmformation about unit costs and
technical performance. In this way selection cottees will have a growing body of
comparative evidence against which the realismrojept proposals can be assessed. Thus,
the way the programme is managed includes more siraply checking the realism and
consistency of the targets.

There are also some concerns, for example abouinttiear or implied way processing plants
are to be selected for assistance (danger of stipgoweak enterprises) or emphasis on
specialist types of farms (if most farms in Poldrae a mixed production pattern). In the
case of food processing there are real difficuliilesseeking to support only additional
activities and of avoiding a waste of public furigscreating even more processing capacity
or displacing firms who do not receive support. tte case of infrastructure, there is an
inherent engineering bias in some of the conditfonsssistance such as minimum lengths of
road which might rule out poorer gminas potentiafiterested in smaller, yet more cost-
benefit efficient investments (e.g. bridges).

5.6 The extent to which environmental measures appland an assessment of the
environmental impact of the proposed measures.

The guide on environmental appraisal in the contx8APARD (DLGY® assumes rather
more resources are available for this kind of wahlan one can realistically expect.
Environmental considerations are not likely to be @ par with economic and social
considerations in Poland especially when, for edamiand use is so extensive and rural
poverty and social disadvantage are so manifegt @s®tation on page 10 of the above
publication). The stark choices for the varioussusf very scarce resources rules out such a
comfortable view of the world.

Nevertheless, environmental aspects are given pemoe in all the measures in the plan,
often in a direct way by means of sub-measures.

Information about the state of the environméfiTtfe State of the Environment in Poland,
Report of the State Inspectorate of Environmentatdetion) shows the importance of poor
manure storage and management on the pollutionslévdarm wells. More generally the
installation of piped water supplies in many ruvélages has increased the urgency for
sewage treatment facilities, which are still ateayvlow level, and economic growth will
exacerbate the problem of waste disposal whichrriently inadequate. Sewage is one of the
main causes of extensive river pollution in Polamdany food processing plants use energy
inefficiently and produce large amounts of wastéewaNew legislation about the disposal of
animal waste in the processing of meat has beenduted. The extent of the area of
protected countryside in Poland (around 30% ofidhd is an indication of the weight given
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to conservation in the political process as is pieposed pilot agro-environmental and
afforestation scheme in measure 4 of the proposegtgamme.

The use of SAPARD resources for environmental psgpowhich compete directly with
economic and social uses is debatable. It shoeldpdssible to find measures where
environmental and other objectives are complemgnt&or example improved grain storage
would be environmentally beneficial if it reducetbrage losses to any significant extent.
More efficient processing which economises on gnerge or the provision of alternative
sources of energy would be another example of comghtarity.

The programme does not have the necessary sc@mltess many of the real sustainability
problems of Polish agriculture such as soil acjdibe decline in soil organic matter, soll
erosion and water management. These remain plynesues for national programmes.

The evaluation in the following table shows in alkiative way that for the most part all the
measures will have a positive and substantial impacrural environmental status. The
indicators are abstracted from those proposed b i_their publication on Guidance on
Environmental Appraisal.
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5.6.1 Contributions of the measures to selected kaydicators of environmental status

Measures contributing to the indicator

Key Indicators

Measure 1

Measure 2

Measure 3

Measur

Water quality for Farm manure Piped water supplies
drinking storage
Water  quality in[ Reduction in Installation of
catchments or sub-waste water sewage treatment
catchments facilities. Wastel
disposal facilities
and management
Soil nutrient status Farm manure
management
Air quality - reduction| Increase in Facilities  to| Waste disposal
of green house gassesg efficiency of| improve energy facilities and
energy use | utilisation on| recycling
Reduction in| farms
wastage of
food
Conservation of nature, Facilities  for Amenity -baseg
including rare species pasture activities under
and biodiversity management Measure 4
specialisation including
and growth in information and
size of farms Pilot agro-
could reduce environmental
bio-diversity schemes
Conservation of the¢Buildings a| Buildings and| Waste managementAfforestation
landscape possible blot | fences may facilities will | and
detract  from| enhance the employment of
the landscape | landscape abandoned langd
Roads and powerwill improve
lines could detractthe landscap€g.
from it Improved
sources of farm
incomes which
might  enable
greater care of
the
environment
Human health More More hygienic| Waste managemeniGreater
hygienic food, improved, facilities provision of
food water in farm local services
wells
Land use Stocking rate Greater
limits do not provision of
have a precise land
effect maintenance
services
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Some evidence for the scale of the environmentglaoch can be judged from the target
number of projects for each measure and schenswas below:

5.6.2 Target number of projects by measure

Measure 1 Measure 2 Measure 3 Measure 4
100 milk plants Modernisation 0f1000 water supply and16000 extra jobs for
1000-1300 dairy sewage projects rural dwellers
farms/year
200 meat plants Modernisation 0850 waste disposalAdditional income
800-1000 meaf sites sources for 5500
farms/year farm households
50 abattoirs 700- 1000 manur&é000 road projects 450 local community
stores ang projects some of
management which may enhancg
facilities/year the management of
the environment
100 fruit and 250 energy supply30000 ha of land
vegetable projects covered by agrof
processing plants environmental
scheme
250 fruit and 100 telephone projects3500 farmers
vegetable receiving additiona
producer groups income including 80(
organic producers
150 fish 3000 ha of afforested
processing plants land in sensitive pilot
regions

There are some points of detail concerning medsared 4:-

The minimum size of unit for assistance with mansterage of 10 livestock units will
include only a small proportion of the Polish daigrd. The limit should be taken as an
estimate of the size of herd (based on a past PHARgramme) where the costs of
preventing pollution are not in excess of the costgollution. Experience will be necessary
to validate this size limit. Improving drinking vest supplies to small farm households may
be more cost effectively achieved in other ways.

The proposed level of support of 120 Euro /heciarthe pilot agro-environmental scheme
(Scheme 4.3) has been carefully estimated. Expmriehthe uptake of the scheme will serve
to confirm the exactness of this amount when coegparith other opportunities. The figure
is consistent (i.e. lower) with the estimate of #werage income per hectare of 285 ECU for
1996 shown in table 2.3.3-1 of the Commission danindescribing the agricultural situation
in Poland ( EC June 1998 The payment is for compensation for the costslast revenue
from farming resulting from introducing or retaigiconservation practices.
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5.7 Comments on the compatibility of the SAPARD prgramme with reforms in the
regionalisation and devolution of government, eduden and other relevant changes.

A new regional administrative structure was introetiin Poland in January 1999. Although
some actors (mainly gmina) have developed subataxperience over the last 10 years, new
tiers of local government at the regional (marsifite) and powiat (county) level need time
to gain expertise and to establish operational mgriprocedures between themselves, with
social partners and with the central governmenhe formation of local partnerships with
NGO’s and business organisations might be diffiduk to the weaknesses or even absence of
organisations representing rural communities arel dbtablished tradition of a top-down
approach amongst most officials. These factordavbave an impact on:

* poor or biased needs identification due to potémtemneficiaries not knowing of
opportunities provided by the programme. If infation is incomplete, projects
may be designed inappropriately.

« SAPARD implementation will require effective co-opton between all stake
holders, which might pose some problems at thenpégg of the project in view of
the short time that is available to get the progrenoperational.

» to achieve SAPARD goals (incentives to attract ees, acquis communautaire
adoption) and at the same time to reach a compeomith social goals, such as
improvements in living standards, there is a neeblecome familiar with, and use,
sophisticated tools of economic impact assessmanguestion to be answered is
whether adequate skills can be found and/or deedlaptime.

6) Consistency with the Common Agricultural Policyand other policies.

6.1 The consistency of the proposed measures withet current market regimes and
likely changes that may occur

The most direct way in which the programme contabuo the adoption of market regimes is
in the support given to create and develop prodgirps for fruit and vegetables.

If, as is recommended, grain storage is added nvRiority Axis 2 then this would improve
the quality of grain in line with intervention qitgl requirements. Quality beef production
would contribute in the same way. Developmentsuiral roads would also assist in the
operation of market regimes e.g. in reducing thetcof filling and emptying intervention
stores.

The environmental, quality and rural developmentpleasis is in line with the strategic
multifunctional model for European agriculture whniis competitive, sustainable and quality
orientated. Rural development as a second pifiah® CAP is also similar in concept to
much of the strategy of this programme. (see CAdfofn - A policy for the future
®European Commission COM 98 (158) final). Pilot jpots in agri-environmental and
afforestation proposed under Measure 4, are dasignelevelop the capacity to implement
actions foreseen under Title I, Chapter VI of Ragjan (EC) Nr 1257/99, to be obligatorily
applied in the Member States. Restructuring ofdpation in line with increased quality
requirements will necessitate redeployment of resesuwith production increase at the farm
level on selected viable farms, and other smath&giving up the production. This shall be
especially the case for milk farms, as new quaktulations are more easily justified from a
financial point of view on larger farms.
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6.2 Consistency with the aim of adopting the acqui® food hygiene, and safety
This is a major objective of the programme.

However, some details could perhaps be usefulljlespb@ut more clearly. For example,
Commission Regulation 2759/99 provides that supjoorinvestment in agricultural holdings
and processing and marketing of agricultural préglshall be granted provided that minimum
standards regarding the environment, hygiene, amchah welfare are met. The Polish
Operational Programme envisages the conditionalityulfilling these standards, however
they are not yet sufficiently defined (e.g. no refee to usual good farming practices despite
a recent information initiatives under-taken by MAR

6.3 Co-ordination with administrative aspects of meket regimes and the acquis

Some farm registration will be required in accomawith IACS procedures in the pilot agro-
environmental scheme.

In general, the administrative preparation to th&PCis supported under the PHARE
Programme. On accession, the Paying Agency to loeedited (in line with Council
Regulation 1663/95) for the SAPARD Programme iswpéal to be used for the CAP direct
payments, Accompanying Measures, and FEOGA-Guiddands. The overall financial
system to be elaborated for the SAPARD Programniieowiin line with the principles of the
Council Regulation 1258/99 for the financing of t8AP. The details of control, audit,
reporting etc. structures are still to be worked lmpthe Polish party in partnership with the
Commission services, upon the approval of the firmegulations for SAPARD.

6.4 Respect of equal opportunities between men amebmen

This is not specifically emphasised but equal opputies are observed in all parts of the
programme. The participation of men and womemépgrogramme should be monitored and
if significant imbalances are noted, correctiveica® might be proposed. Eligibility
conditions are equal for men and women. Moreows, men are mostly financially
responsible on Polish farms, Scheme 4.1. is nofiresh to farmers, but is extended to
encompass farm family members so as to ensure aseparticipation of women.

6.5 Respect of international and national obligatins

The emphasis on hygiene and food safety are inwitte developments in new world trading
arrangements and the Europe agreements.

7) Assessment of expected results and impacts ofetlselected prioritised measures in
terms of their economic, social and environmentalféects

7.1 The feasibility, efficiency and fairness of theperational and specific targets

Thefeasibility of the programme depends on:

» the speed with which all the necessary preparatianse put in place including informing
and interacting with the potential beneficiarieas stated in section 5.3 this will be
unlikely to occur within the first year for all m&ares, with the possible exception of
infrastructure;
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» the effectiveness of the implementation mechanisifise measures are not dissimilar to
previous and current means of support. The maiferdnces are reliance on grant
assistance which should ease administration, aradrobre decentralised approval system
which will require expertise to be available atstlevel. Banks have performed project
assessments for subsidised credit schemes, buivithisot be necessary for grant-only
situations.

* the flexibility of the programme. The main antigipd difficulties are the weakness of past
monitoring and evaluation with tentative targets ls@sed on benchmark data which is
unreliable or absent.

Over a seven year period the operational targeishndre summarised in table 5.6.2, seem to
be feasible.

Theefficiency of the proposed measures in the Polish SAPARD dipen:

» the actual costs of the necessary investments.dahger with capital subsidies is that too
much capital is used in a project since its costdsiced;

* incentives not being used to support unsustaindbleEnesses and are not given to
businesses that survive for only a short periotinoé;

* unwise investments by businesses are avoided suttteareation of over capacity in the
food processing industry, or unsustainable jobs;

» avoiding displacement effects (especially for measd and 4);

* supporting investments that are additional to thts® would have been financed
independently of the programme,;

» capital being allocated in the most profitable way.

The arguments folow and variable rates of grant with local responsibility and authority
(regional steering committees) for decisions, pllis emphasis on tests of viability of
beneficiaries as well as a bidding system for @mtsér (e.g. for infrastructure projects), are all
ways in which the above effects might be ameliarateshould also be the case that one of
the functions of public funds is to encourage rigkde taken that would not normally be
possible. The total impact of successful projetisuld nevertheless more than compensate
for the total impacts of failed projects. Selectmiteria need to take this into account.

The need for flexibility of the SAPARD programmeaorder to use the available funds most
effectively is stressed, given the degree of chdhgeis involved in the accession process as
well as developments in the food chain and in rsoaiety as a whole.

The fairness of the programme will depend on:

 the transparency of the selection, inspection g@picval processes;

 fairness in the eligibility and selection criteaad in decision making;

» the comprehensiveness and effectiveness of adtbiac@mmpensate the less well off;
* equal access to information about the programme.

It is well known that the better educated and w#linembers of society tend to gain the most
from interventions such as those proposed in thgramme. They tend to be well placed
within the system and have experience in its opmratThis applies as much to gmina’s as it
does to individuals. High rates of support , \gille the better off and go-ahead institutions a
double advantage in that in any rationing systeay tire most likely to be a the front of the
gueue. Rationing is more likely the higher the m@ftgrant assistance.
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A great deal of effort is going into the design gdparation of the programme. Measure 4
includes support (scheme 4.2) for a positive apgrda encourage uptake. There are limits
on the total amount of support for all the measuréshere are to be some kind of limits on
regional expenditure then this will also be a wayhich the less active, and usually less well
off, might be given a greater chance of assistan&etting up the regional envelopes,
particularly for Axis 2 measures, should be a wdycompensating regions for less
participation in the efficiency axis, taking intocaunt factors such as rural employment or the
level of infrastructure.

However, the strategic objectives of the programare focussed on accession and
competitiveness issues.

7.2 The realism of the proposed time scale.

The proposed time scale is realistic provided fidssible to carry forward expenditure in the
earlier years. This is justified by the univerphenomenon of learning curves, things begin
slowly and gradually build up. One way of ameltorg this effect in the plan is to include a
greater proportion of infrastructure expenditureirty the first year, based on the view that
large projects have been prepared and there isiatiegxperience available to expedite them.
However, there are limits to this tactic, such les lbudget timetables of the gminas, the past
experience in the ASAL programme which had a slovdbup in the first years and the need
to adopt new procedures that are specific to SAPARD

7.3 Have eligible projects already been prepared?

There are claimed to be infrastructure projectshand. Moreover, some beneficiaries are
likely to have anticipated the announcement of phegramme. An intensive information

campaign is needed to promote the Programme eaidyyear amongst its beneficiaries,
especially communes and processing plants, as Medsand 3 are currently biggest in
budget terms and the project preparation cyclerabably considerably longer than in the
other Measures.

7.4 The level of awareness amongst beneficiaries ncerning SAPARD and the
information mechanisms that exist.

This is an accepted weak point. The SAPARD Programeceives significant publicity in
Poland, however since no details have as yet bgered, there are worries that thorough
information may not be disseminated in time.

Firstly, there are false expectations about thgnammme. The potential beneficiaries tend to
underestimate their own role or indeed expect tlogf@mme to generate solutions to their
problems with little awareness as to project prafan techniques, financial responsibilities
or monitoring functions.

Regional offices are currently being set up by implementing body the new regional
structures and the nature of grant assistancechdlhge the nature of the existing information
system. Banks, for example, will not have a kdg s they do for subsidised credit. The
task will be more easily completed where there arfew large participants such as dairy
plants and gmina’s. It will be more difficult toform large numbers of potential beneficiaries
about the diversification and farm modernisationaswges, many of whom will not be in
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touch with traditional sources of information suah the extension agency, local authorities
and banks. Fortunately, actions are being takém RHHARE support to address this problem.
There is a large amount of effort needed to detfigrsystem, formalise and set out eligibility
criteria and make available application forms. otniation that is sufficient for action will
require that these tasks are completed. Commumncaetworks initiated in the course of the
regional consultation exercise should be used.

7.5 The limits to uptake, the likely rates of uptak and the appropriateness of the rates
of proposed assistance under the Polish SAPARD Pn@mnme

Reference should be made to comments in secti@®. 4nd 5.5.2 about the appropriateness
of the proposed rates of assistance. Argumentsrasented folower and variable rates.

The most constraining limits to uptake will probalbhry with the stage of the programme.
Initially information about the programme and thgplementation system might be the most
serious bottleneck. Later on the rate of grant taedconditions of assistance could be more
constraining. If the targets are reached therattadable funds will become the most limiting
factor. The most fundamental limit is the degreemhich the supported investments are
attractive to the beneficiaries, or, in other wottthe level of inherent demand within a given
macro-economic situation.

Measure 1 Improvements in processing and marketofgood and fishery products

Very few plants have attained EU standards. Adagount of milk and meat products are
thus not processed in such plants. The commatem@sion is, therefore, the degree to which
managers of such plants see any benefit from thestment and that in turn will depend on
how close they believe accession is, the severigng penalties for not being able to meet the
rules, the chances for derogations especially dytlare small, and their expectations
concerning their anticipated performance in thgleimarket. Another factor is their existing
competitive strength and how well established thaey. Something liké/s® of dairy
processing plants are in a good position so thatdtget of 100 plants is, in effect, hoping to
upgrade most of the long term viable dairy plarBst targeting will need to be precise and
will need to be based on objective evidence to stgpdgements of long term viability. The
evidence is that those companies with well devaelaparketing philosophies and strategies
are likely to be most successftiRfrzepiora 1999).

Similar augments can be made with respect to meaiepsing and slaughterhouses but the
structure of the industry is much more diverse.vétheless if the targeting of viable plants
can be achieved, the long term aim of bringing nafsthe industry up to standard is
consistent with the number of supported plants.

The targeted number of fish processing plantshggher proportion of the total population.
The plants are mostly small and there are reatdimnm the size of fish catches. The target, if
achieved, could well be wasteful as structural geaakes place.

The information on fruit and vegetable processstpb sparse, except that it is well known
that there is resistance to co-operation by praguc&he evidence shows that such producer
groups will have to compete with established pavaitocessors so that it is possible that the
number of viable producer groups will be the mamthtion on uptake.
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Thus, in general, it can be concluded that thetlonithe uptake of SAPARD funds is most
likely to be commercial expectations about the wmdof such investments rather than any
additional physical or financial limits on needgajtading or replacing of facilities

Measure 2 Investment in agricultural holdings

The recently introduced legislation on milk quahtyil stimulate investment in the facilities
needed to improve the delivered quality of milkvasdl as the emerging commercial practise
by dairies of paying premiums class of milk. It tisus, likely that given the high rates of
grant and the extensive scope of the proposed mesgstne total funding will soon be
exhausted. Greater prioritisation and a lowerifhdhe rates of assistance are likely to be
required for this measure. Most farms in Polandildaqualify for the range of assistance
suggested and the high rate of grant for manunagtoand management (65%) will also
increase the risk of funds running out.

Measure 3 Development of rural infrastructure

The schemes or sub-measures range from water ssppkwage, roads, energy supply and
telephones. Past schemes have been most successfalipporting water supply
improvements where targets have been fully metadRdave been supported by national
programmes after the end of the ASAL support. fdled@e and electricity improvements
have been restricted owing to difficulties with thate owned suppliers and deregulation and
freer licensing is probably a necessary conditmmeffficient uptake. The information about
the outputs and results is restricted, presumablgssnot to pre-empt the choices of regional
authorities. This view can be supported given ¢nephasis to be placed on providing
infrastructure to support business development #ied uncertainties of predicting these
requirements. Thus, it is difficult to predict thetes of uptake by scheme. The most likely
constraint on overall uptake, apart from the diffies with the State suppliers, is thus likely
to be the availability of co-finance and/or the @efy to pursue a pro-active approach with
lagging local authorities. For the most part th@nped expenditure should be achievable,
except perhaps in the first year, especially agthat rates and limits in the proposal are not
precisely fixed. Assistance can thus be variesbtoe extent with changes in demand.

Measure 4. Diversification of economic activities irural areas providing for multiple
activities and alternative income

The scheme for capital grants for investment iralraliversification covers a wide set of
activities and a large number of potential benafies. The inherent demand, given the high
rates of unemployment, the income situation in cfire, the anticipated growth in the
working population and the experience of similarrent job creation schemes for small
businesses (micro enterprises) is likely to fareextthe available resources. The most likely
limitation stems from the breadth of the proposathat without specific targets (presumably
to be decided by the regional authorities) infoiorabout the assistance may not reach the
beneficiaries. The anticipated expenditure issthdependent on the achievement of the
fullest possible impact of the promotion, marketargd information scheme. It is unlikely
that this will have occurred in the first year.
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The scheme for agro-environmental measures anceatiion (pilot project) has as one of its
specific objectives the gathering of experienceingplementing such schemes in Poland.
Hopefully, the rates and conditions of assistanitiebe varied. The agro-environmental pilot
projects are also designed to benefit from a PHARRIproject.

7.6 The degree to which the attainment of operatial and specific objectives will
necessarily meet the global objectives.

A clearer definition of objectives at the respeetievels and a closer degree of alignment
between them would be helpful for all the measures.

Measure 1

There follows a summary of the global objectives:

» to improve the safety and quality of food productio

* to improve competitiveness, through rationalisatéord restructuring to prepare for the
single market

 to strengthen links between producer and processors

* to strengthen producer groups

* to limit environmental pollution

 to provide training of staff

» to encourage long term contracts for supplies.

The statement of operational objectives is refbete targets for the number of plants meeting

the EU sanitary and veterinary standards. In amddibutputs are expressed in terms of

projects submitted and approved and the numbelaatgadopting HACCP, producer groups

formed and persons completing training (there igamget for the number of persons trained

in the Programme - this is to be demand led - asother source of uncertainty is that the

limiting factor for training is likely to be the estence of training providers). A limited

amount of benchmark data also makes it difficukebup more detailed targets.

The specific objectives do not emphasise changeciguitly nor the changed proportion of

output that is dealt with (and the degree of adddde produced) by approved plants. Nor, if
a market-led approach is seen as the basis foivayris sufficient emphasis given to links

with wholesalers and retailers. The overall viesvthat the links are necessary but not
sufficient, and especially the notion that competitess is ultimately about conducting

profitable activities which are demanded by cust@ne

Measure 2

The general objectives are:

» to upgrade farm facilities to EU hygiene and enwinental standards
» to improve the quality of agricultural produce

* to orientate production in line with market demands

» to enhance the viability of Polish farms

* to improve working conditions

 to reduce agricultural pollution
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The measures concentrate on dairy and all typeseatt production, plus a scheme to store
and manage farm manure.

The specific objectives for dairy farms are conedrrwith milk quality and links with
processors. The operational objectives are refteat the number of farms and type of
investment receiving support. The annual targ&0R0 to 1300 farms. If the number of cows
per farm, ignoring the time taken to build up hegodsducing quality milk, is, say, an ext#&0
cows then in round figures the extra quality milloguced with a yield of 3500 litres is
140,000litres per farm or, for a thousand herd$,d@0,000 litres. Over 7 years the amount
approaches 1,000,000,000 litres, less than 10%imémt total production or nearly 20% of
deliveries.

This is a significant change on top of a base l@fajuality milk deliveries (which is not
stated) but probably still leaves a significantrdlatl. Farm hygiene requirements for milk
are more exacting than for other products. If theva figures are thought to be of the right
order, it is suggested that the milk scheme shaiurtd for greater coverage. This could be
done by focusing more on the investments needebtyigiene and quality, using lower grant
rates and also giving the measure greater finapdatity at the expense of meat production.
A situation could arise where dairy processing fslagre improved under measure 1 but
cannot get enough supplies of the right quality.

There is not a good match between the operatiomwhbkobal objectives for this measure and
perhaps limiting the number of objectives could ande its effectiveness. For example, a
strong case could be made for focussing exclusieal milk production. Operational
objectives are not always readily measurable. hearevidence for this statement concerns
grain storage. Poland produces some 20 - 25 milbanes of cereals per year which is some
22% of total agricultural output

Scheme 2.3 The operational objectives would baretdf the likely change in the amount of
waste that is to be properly managed is calculatefibllows from the above calculations that
if all dairy farms receiving support under Schemg iastall such facilities then some 10%
(very roughly) of the manure from dairy cows isatesl.

The suggested targeting is to be welcomed as isefeeence to the extent and seriousness of
the problem at a regional level. In this way itmsre likely that facilities will be installed
where the problem is most costly.

Measure 3

The global objectives are:
* toincrease the attractiveness of rural areasfml land outside investors;
» to ensure appropriate living standards;
» to provide conditions for the implementation of dogjuis.

The specific objectives for water schemes and wéestdities only refer to household
connections and services, so focus on the liviregdsrd criteria (which is not directly
reflected in the overall strategic objectives foe tSAPARD Programme). The specific
objective of improving local transportation is vagand along with the provision of power
and telecommunication facilities does not referatny specific purposes. Water, waste
treatment, transport and communication will allfeeded to meet the acquis requirements in
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the food processing sector and on dairy farms dt agein other rural based industries
including small enterprises, which is not mentioimethe operational objectives.

Measure 4

The general objectives are to:
» develop additional sources of income for farmersl arew non agricultural
employment opportunities for other rural dwellers.
» provide farmers who produce environmental serwaés additional income.

The specific objectives of scheme 4.1 emphasisgstauvhich is one means among many of
meeting the general objectives.

The specific objectives corresponding to the resuitlude numbers of jobs created and
maintained. The specification objectives would be more consett if the results
concentrated on measuring additional jobs resultingfrom the specified support (a
difficult task) alongside some attempt to measurehe sustainability of such employment.
Some indication of the quality and type of jobs wold be informative in terms of the
amount of additional income that is generated andhe costs incurred in obtaining it
(travel costs, training required, lost agricultural output).

The specific objectives of scheme 4 2 are to suppollective and proactive means of
fulfilling the general objectives. The operatiomddjectives might thus reflect some simple
measures of the reliance of rural activities (sufggbunder scheme 4.1) on this scheme and
the types of activity that prove to be effective.

The specific objectives of Scheme 4.3 suggest fidnamers will receive income for their
environmental services, rather than trying to foutt how best to do this. Moreover, the
payments, the training provision and the adoptedtpres will produce outputs and results on
farm incomes and the ecology. The changes fronbaiseline position should be included in
the operational and specific objectives. As a tpjwoject the resources needed for
implementation (the input) should also be recorded.

7.7 The appropriateness of the selection and eligiity criteria

Measurel

Essential characteristics of beneficiaries are thay should be financially responsible for
viable or potentially viable enterprises. A dangeiSAPARD is that support may displace
those that do not receive assistance and maintasetthat do. The displacement effect
applies particularly to food processing. If apations from competitors are received at
different times or are assessed independentlyttieze is more danger of displacement effects
occurring, including the emergence of over capacidye way to ease the displacement effect
is to put emphasis on the future marketing andssstiategy of applicants. This requirement
as well as the financial feasibility of the invesimh has been accepted as project selection
criteria in response to the on-going evaluatiomviibnmental compliance is also required.
Producer groups would need to be checked for comfprwith EU laws, whilst at the
moment the relevant Polish Act is still awaited.
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The time allowed for the completion of plans is gegfed to be 2 years, which again brings
about the question of multi-annual financing foojpcts.

The point of assessing economic, financial and etarg evaluation of applications is of
paramount importance and efforts need to be madeate sure that the quality of experts
performing these tasks is acceptable.

Measure 2

The future viability of financially responsible kefitiaries using a business plan is stressed
and environmental and welfare improvements arendition for receiving assistance.

The initial size of dairy farms of not less tharD@0 litres alongside a commitment to expand
to at least 20 cows (or its equivalent in litresproblematic. Investment in too small a farm,
which is not likely to be viable, would not be wisend yet too high a limit restricts the
possibility of small farm development. The inteddixibility to change these limits in the
light of the uptake is sensible. The maximum ssgggetime allowed to achieve the target
size is however not specified, nor are the waysaftrolling the compliance with these
obligations. Possibly, the required limits mightrequired as business plan projections only.

More detailed points on the selection criteria are:

» that groups of farmsspecially for investments necessary for the collgan of milk,
could be eligible (but this brings about a questibtegal responsibility for aid);

* that a person aged 55 or over could be eligibke gualified successor is formally in
place;

» the conditions for receiving national assistanceadidition to, or independently of,
SAPARD are made clear;

» the stocking rate limit of 1.2 LU on dairy farmsght be set at a higher level in the
light of experience and that the definition of fgeaareas and livestock units is
clarified.

Measure 3

Greater freedom should be given for the possibditgonstructing larger schemes at, say, a
Powiat level given the economies of scale for quaciects.

A financial and economic assessment should be gedvio demonstrate the contribution of
the improvements to development including the aoltkil costs to potential users at different
rates of utilisation. The assessment should exaaiteenative types and phasing over time of
investments to justify the proposal.

The minimum length of road (500 m), maximum widdim() and numbers of connections to a

farm road (4 farms ), may have an economic badist lisi not clear what the basis is. They

may be impediments to highly profitable small inwesnts. For example a traffic bottleneck

may be relieved by improving a short length of raada bridge, or a wide access road may be
needed for, say, a large processing plant.

The criteria upon which the regional steering cottems will take decisions on the rate of

assistance, depending on the demand for resowsteesld also be elaborated in detail in the
implementing guidelines for each scheme.
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Measure 4

Scheme 4.1 The criteria are very wide. In ordeintrease the chances of success then
priority might be given to those with business eig®e, or who have some kind of backing.
These characteristics may not be binding but wiantdease the confidence of the selection
committee. A condition to assist in evaluation Idoe to provide accounting information,
number of jobs created and notification of a chawigausiness status including cessation.

Scheme 4.2 Such initiatives, if they are to bdanable, usually involve the beneficiaries

financing them after having received State suppoithe beneficiaries would need to

demonstrate their commitment in terms of their mghess to meet the costs of eventually
financing the enterprise.

Scheme 4.3 the participants would need to agréarmo registration according to the criteria
for IACS. The participants will also need to maké& year commitment according to article
23 of Commission regulation 1257/1999

7.8 The appropriateness of the requested technicassistance for producing the expected
impacts

The quality of management of implementation of ph@gramme is crucial. Whereas there is
considerable relevant experience of similar kindsitervention by the Government of Poland
for agricultural and rural development, there aretle and profound changes required by the
SAPARD programme. The first of these is the shidim a top down or centralist system
towards local participation and partnerships. $éeond is a shift from reward systems which
paid off in a centrally planned economy (an emphasi production, technology and costs) to
those that are more appropriate in a market ecorfamgmphasis on returns or value added).
While there is full commitment to both these shdts the part of Government the reality is
that the SAPARD programme, together with other demgentary programmes, will require
new forms of thought, new sources and types ofrin&tion, new checks and balances, new
skills and new decision making principles to bedubg all involved and especially by those
working at a regional level. In sum the programmik involve not only learning but also
some unlearning. Thus, for example, one argunwerhe lack of local experience is to retain
decision making and control at the central leve¢spective of the limits this places on
capacity and responsiveness. The best solutitnupgrade the capacity at all levels and this
is the intended purpose of the TA. One importastifution to be strengthened is the regional
steering committee and the Marshall's office in dfsairing of the committee. Another
example of such tensions is amongst the benefsiatiemselves and their expectations.
Some farmers still expect the State to provideteir livelihood, others, normally more asset
rich and younger people, are pursuing entreprealeadtivities {°K. Szafraniec, “Polish
Peasants - between Real Socialism and Real Capitali

The eligible actions to be supported are thus atuciThe resources will probably not be
sufficient.

44



The following comments may prove to be helpful.

 The TA earmarked for Commission activities is pkahnin relation to the needs of the
programme and the Polish proposals.

 The degree to which the World Bank’s operationadtesy for its rural development
programme is compatible with SAPARD and how muah ecan wisely be made of it.

» Target dates should be set

 An open plan of activities, initially for the nexéew months, should be made and
communicated to the main players, in order to iferthe critical activities and the
resources available for implementation by the tadgées.

* A much more detailed set of tasks for the prograrasia whole and for each measure are
required to accomplish the programme, both forning, selection of staff with the
appropriate skills, appointments to committees, rthmber type and location of training
and support events, the production of technicatifipations and standard costs, rules for
assessment and evaluation and information campai§pecial studies will need to focus
on baseline data if future evaluation is to bedzallhese tasks are in addition to those to
be conducted by the implementing body. Sufficremim and resources should be planned
to arrange for IT systems. Once the programmésstaroperation, major TA efforts must
be placed upon the information task as well as ghpport for implementation and
animation.

7.9 The main risks that will influence the expectedesults and impacts

Good intentions can lead to ruin. There are undoexpectations and strong pressures
surrounding the programme with many misconceptimniss purposes and resources. Other
risks are:

* That the human capacity is indeed insufficient imitthe programme for promotion,
animation, design, administration, decision makingpection and quality control and
the overall allocation of resources in terms ofdbsired outputs results and impacts.

» That procedural hold-ups delay the progress optbgramme.

* That the performance of necessary supporting sssviimr SAPARD such as training,
business plan preparation, contractors is disappgin

» That the partnership mechanisms might not be patgractice

* That the climate for investment changes or moréallstrategies are adopted which
are inconsistent with the goals of the programmee(Michatek). The prospects for
and progress towards accession stay on course.

* That complementary policies and programmes whioke lgynergies with SAPARD
are not forthcoming or fail.

8) Quantification of targets and impacts

8.1 Assessment of the realism and accuracy of theantified estimates of the needs, key
disparities, objectives

Needs and disparities
The general quantified estimates of needs and ligsaare all from official sources and/or
credible research. They include, for example, tbmber of rural unemployed (2 million)

people out of the total rural population, with astimate of underemployment backed by
research which predicts the growth in the ruralkface over the next few years (1 million
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over 4 years). The fact that 70% of rural unemplewt is not in farm households is a key
statistic.

The best use has not been made of existing infowmatf the rural situation which shows
regional differences for a whole variety of physieend social characteristics including
education and measures of incortiRgsner 1999)

Confidential information also exists within ARMA dfe regional uptake of different types of
infrastructure and they can also identify activd aractive gmina’s. A World Bank survey of
rural poverty has been conducted and regions haga tanked according to their degree of
poverty. Little reference is made in the programmesgional variations in needs.

The data on farm structure shows the small sizethaddistribution of land. Additional

information shows that around half of the offiamimber of farms (1 million) are not part of
the market economy. They cannot therefore beneétfainly in the short term, from

improvements in the marketing of farm produce.

The wide spread distribution of dairy cows is ays@ntified as are most variables connected
with production. Data on incomes and capital aality involve more assumptions and
estimation. {EU 1998)

Information within the programme about the proaggsiector is confined to the number of
plants plus estimates of the number (few) that netéistandards. Some general statements
are made about numbers, structure and performaibere are published estimates of the
effectiveness and productivity of different foodopessing sectors. The estimates show
relatively low processing productivity for milk, me fish and especially for fruit and
vegetables which demonstrates the need for theramoge and especially measure 1.
(**Urban 1999)

More use could have been made of the informatiahekists from the household survey and
the general research literature including specifitormation about the environment.

Nevertheless within the above limits the quantmatinformation that is presented is as
accurate and realistic as it can be.

Objectives

Quantified targets for each measure are summainsidhle 5.6.2, which are the effects of the
programme at the output level. The basis of tlestienates depend on assumptions about the
mean unit costs of such projects together withréite of financial assistance and the total sum
of money made available from respective sourcdseyBre thus necessarily approximate but
do give a rough indication of likely outcomes. »tslity is planned for schemes within
measures in response to demands from beneficidndbe case of infrastructure the policy of
giving more local choice and responsibility for &dinancing means that it is even more
difficult to quantify targets although it should Ipessible to estimate the composition of
different packages of investments that are fea$tsla given sum of money (e.g. the length of
road of a given type that can be constructed fersthime cost as a sewage works of a given
capacity - unit costs do exist but are not showtha programme). However, here again ,
considerable freedom is planned for the regionalléo determine types of investment most
relevant to their particular local circumstancesd @hus the targets for the schemes are
necessarily indicative.
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In order to guide and assist decision makers conwgrapprovals it would be helpful to

produce from existing information or by means oéa@pl studies, some indicative costs for
upgrading processing plants and farms, installifigreént types of infrastructure and setting
up the main types of diversification enterprises.

8.2 Assessment of the identification of relevant dicators
Measure 1

The indicators consist of, at the output level, tiienbers of applications and approvals. At
the results level, numbers of approvals and congpist including the compliance
requirements such as waste management facilitidsirarthe case of fruit and vegetables
conformity with the EU market regime.

Comments include:

* Change- The indicators should be able to capture thexgban the number of plants
and the proportion of produce that is processectutite desired conditions brought
about by the programme including the necessarydatds of hygiene and business
viability.

» Efficiency - The costs and benefits of making the necessaapgds is important
given the lack of funds. How much was spent, latien to the initial and achieved
throughput and what were the benefits in term$ieivialue added. Case studies might
be a useful and effective way of adding understamtb the measure.

» Labour use. Given the sensitivity of unemployment, changethe amount of labour,
including that employed in making the investmenduld be essential for an accurate
evaluation.

» Characteristics of the firms and groupsthat use the assistance, size, rate of growth,
product range, management, market led philosopbyn fof business, history
including take-overs, management buy outs, ex-staterprise etc.

Measure 2

The indicators include financial expenditure onfadént types of investment as well as
numbers of farms applying and approval and congietiates. The regional pattern of
assistance is also included. Increases in the anaduquality milk are to be recorded, but
similar information is not mentioned for meat prodon. The installed manure handling
capacity is indicated but not the utilisation.

Comments about the indicators include
* the additional value added from extra animals afditi@nal premia for quality;
» the rate of build up of herds;
» characteristics of those using the assistanceagej.size.
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Measure 3

The indicators are confined to numbers of instalfet made or upgraded, length of roads
built and the number of connections made.

Comments on additional indicators include:
» indicators of changes of utilisation of installexpacity. e.g. changes in traffic volume,
volumes of water, sewage and waste, number of, celégye of electricity;
* indicators of the total and unit installation costsl experiences of maintenance costs;
* labour use and wages during the construction astdllation;
» assessments of the economic effects (from a bastgm) of the improvements.

Indicators of changes in number of firms in a ldgadr a travel to work area; changes in the
size of the workforce and patterns of employmehanges in local wage rates and other
indicators of local economic activity such as chemgn electricity use, population levels,
amount of locally collected taxes, extent of hobs#ding and improvements. These data to
be collected in all gmina’s in a consistent way aotlated to a Powiat and regional level.
The most use to be made of existing informationrsesl This information could be collected
on a sample basis and subject to evaluation preseasd further improvements in the
measure.

Measure 4

Scheme 4.1 The output and results indicators areerned with application rates and
approvals plus numbers of jobs created and maedaiin addition the amount of machinery
and facilities including buildings that are purob@snd constructed are to be recorded.

Comments concerning indicators include:

» the need to accurately assess the cost per additjon and the sustainability of the
employment.

* How long was employment generated for?

 What was the quality of this employment as measugdhours worked and wages
received?

It may be most feasible to select a sample of heiaeks to acquire the above data who
would be followed up on a regular basis.

It would also be simple to collect useful inforneati about the type of diversification
enterprises and the social characteristics of émeficiaries.

Scheme 4.2. The indicators are simply numbers bfnsssion and approvals, plus where
appropriate numbers of events held.

Comments include:

* The need to follow the success of such initiataed to identify good practice in order that
it can be shared and disseminated.

* A national data base of different types of initratiwould be very valuable with updating
according to follow-ups on a sample basis.
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Scheme 4.3. Indicators are numbers of farmers adptite practices and the amount of land
covered including the degree of afforestation amdjih of rivers protected.

As this is a pilot project a much greater degrealetiled information will no doubt be
collected in order to identify best practice ane #ssociated impacts on the environment and
the situation of the beneficiaries including theithusiasm for the scheme. The success or
otherwise of any associated marketing scheme (edlyeaf organic produce) would be a key
indicator. Empirical estimates of the necessatgsraf compensation to foster conservation
activities are an important result.

8.3 Assessment of the expected economic, social amg¢ironmental impacts and risks.
Overall Assessment

As a programme to achieve the strategic objectihesevaluation team have only made
relatively minor suggestions for reallocation ofaarces within and between measures. The
programme is thus near the top of the rankingligtotential programmes.

Suggestions for improvement include more investmienhuman capital within projects;

simplification of the farm measure (i.e. a reductio support to the pig and poultry sector)
and greater focus on milk; the inclusion of grougaimg storage as well as a village
improvement measure either separately or as adtyjpdrastructural investment.

Economic Assessment
Will the programme pay?

In the most general terms:-
a) lack of success could delay accession or incrélasechances of special transitional
arrangements for agriculture.

b) lack of success could result in a decline in teeagricultural trade balance with the EU
prior to accession due to reductions in exportslk,Mheat products and fruit and vegetables
are important exports to the EU. Official tradepirocessed animal and milk products was
valued at 186.5 million ecu, and fruit and vegetatat 301.4million ecu in 1996Huropean
Commission 1998). In comparison, the cumulativa s public funds committed to priority
axis 1 in the programme is 811 million euros or fiilion euros per year for 7 years.

c) after accession the main effects could be eithgaia in market share of the EU food
market or a loss in the market share on the Pdlishestic market. 1% of the value of Polish
domestic production of meat, milk and fruit and etdles in 1997 amounted to 216,200
million PLN. At a rough exchange rate of 3PLN/leitus sum corresponds to 7,200 million
ecu. In comparison, the expenditure under Pridkiis 1 is thus on an annual basis slightly
more than0.1% of the total value of Polish production of the gwots concerned (at farm
level Polish (low) prices).

The stakes are very high. The SAPARD programme dumgstherefore seem to be an

unrealistic ‘insurance premium’. In other wordse rrelatively modest expenditure under the
SAPARD programme should, if successful, guarartteeekisting level and possibly growth
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in economic activity in the Polish food and rurac®r, both before and especially after,
accession.

M ORE SPECIFIC ASSESSMENT. PRIORITY AXIS 1
Preparation of production reaching EU standards

The necessary goals are:

« that all delivered milk is at required standardalogession;

» that most meat and fish is processed in approveaitplexcept for any negotiated
derogations for small plants (as has occurred fimesmember states);

» that some form of producer organisation exists ashacle for the CAP market regime for
fruit and vegetables.

The achievement of the impacts is supported byntetagislation (See Annex 1, food
processing section of the operational programme).

The risks are:

» commercial conditions in the Polish domestic ansgt&a export markets do not justify the
necessary investments;

* macro-economic conditions become more unfavourtdslénvestment including foreign
investment in the sector;

« SAPARD and national funds are used to support #igtieg structure e.g. in strategic
areas, instead of helping to bring about necessmgges and adjustment to structures that
are not competitive and stand in the way of acoessi

» displacement effects slow down the rate of modatius;

» funds are wasted due to non-additionality;

* in the case of milk, deliveries from farms do natrease in line with processing capacity;

* in the case of fruit and vegetables, producer asgéions do not prove to be competitive.

» funds are wasted due to poor decisions;

 that not enough good projects are forthcoming ia tilme.

Effect on employment

Modernisation of food processing plants and farnmik result in less labour being used.
487,000 people were employed in food processind988, with 52.4% in the sectors
supported by Priority Axis 1 i.e. 255,188 people.

The order of loss at the end of the programme gerimht be 20% of this figure or 50,000 or
10 people/assisted plant, ignoring fruit and vegletastablishments, depending on the rate of
improvement in labour productivity. This is muawer than might be expected from a full
modernisation programme, but it has to be remendoiwa the SAPARD programme in this
measure is primarily intended for supporting thdithhal costs of meeting the acquis.

At the farm level, the main impact is likely to medairying; 7,000-9,100 farms are targeted
for assistance. Labour productivity can safelyabsessed to treble as concentration occurs,
which would result in a loss of some 14,000 to @8,%eople. Including some labour
displacement effects on other farms, an approxiteaemight be 20,000 people.
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To balance these losses during the life of the naroghe, there will be some creation of jobs
as a result of the investments.

An important point in this respect is that if falabour is encouraged by the schemes to
conduct the work involved, the social cost will bew in view of the degree of
underemployment that prevails on farms. The fin@ncbst to the government of registered
unemployed people is of the order of 3000euro/peum ¢*World Bank Rural Development
Programme, unpublished project appraisal documehiyh should encourage at least the use
of local labour for the conduct of projects.

Much of the investment in processing plants willfoeimported machinery. Thus the cost
per job from the investment process will be quitghh Assuming this is 30,000ecu/job, then
for a total cumulative expenditure for Priority AxiL of 2046 million ecu this equates to
68,000 people.

A reasonable conclusion is that during the programtine net employment effects will be
close to zero. (-50,000 losses in food processtOgP00 losses on livestock farms + 68,000
gains from investment activity in food plants).

Social effects

The modernisation of farms and factories will reglbealth risks for many consumers. It will
also improve working conditions in the sector.

The main effect is the increased likelihood of #eztor remaining competitive within the
single market and thus sustaining an importantstrgtu

Modulation of grant support will increase the chemof smaller farm development.

PRIORITY AXIS 2

The relationship between the output/results andtiegall impact has not been estimated for
recent and ongoing infrastructure and job-creasremes in Poland.

Some rough calculations have been done on veryelihdata and thus there is no alternative
but to make similar heroic assumptions in the feitgy analysis.

For infrastructure, as in Priority Axis 1, assurhattthe investment itself, for each of 30,000
euros spent, generates 1 job during the progranfroe.a total expenditure of 446.9 million
euros some additional 15000 jobs might be created.

If infrastructure is indeed spent in a way whicleates business development, the best
estimate of the cost per job that could be foundraaind 5,000 euros, so that four times as
many jobs would result from the eventual impactha improvements in infrastructure than
from the direct effect of investment i.e. 60,00050

A reasonable best estimate is that overall 75,008 yould ensue from Measure 3.

The cost to the government could be reduced by #25 million ecu or by 58.6% if all the
people were initially registered unemployed.
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The stated impact of scheme 4.1 of Measure 4 igxira 16,000 jobs. This is low in
comparison to the potential impact using the 5,@00/job coefficient on the total
expenditure of 478.71 million euro = 96,000. Thesnd#, however, be several moderating
effects, including displacement, non-additionaityd the survivability rate of new activities.
Even so, 50,000 permanent extra jobs could be éxghdfcom such a programme. This
estimate is more consistent with the stated imphtte whole measure had an attempt been
made to quantify these.

In sum, Priority Axis 2 could generate, in very doterms, some 110,000 extra jobs plus
15,000 jobs related to the investment in infragtmecor 125,000 in total, without making any
adjustment for labour losses due to the moderpisati infrastructure.

A reasonable and attainable, target for the whodgnamme is thus 100,000 additional jobs.
The build-up in the extra jobs would be most rapithe final years of the programme.

Risks
* That investments in infrastructure are not madbwsiness development criteria.
* That non-additionality and displacement effectspeeslly in the diversification
measure, are large.
* That delays occur both in the uptake of the prognanand in the full utilisation of the
facilities.
» Local initiatives for diversification will be insti€ient.

Social Assessment

» Significantly more people will be connected to dxedable to use public services.

* The cost of those public services will be lowergdte extent to which investment
improves efficiency.

» People living in disadvantaged regions can recpregerential support through higher
grant rates.

* Improved roads should extend travel to work argaseducing the costs of transport,
increase the opportunity for schooling, especialtyhigher levels, without pupils
having to live away from home and allow greatereasdo other public services over a
greater area.

» Grants for on farm diversification should allowrfahouseholds to increase and secure
their incomes without reducing the number of peagh® live on farms (so enlarging
the chances of retaining local culture).

* Grants for job-creation remove, to a much greatgrek, the constraints of own
capital in setting up a business activity.

* Reduced migration

Environmental Assessment

See Table 5.6.1
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9) Project implementation arrangements

9.1 Definition and clarity of responsibilities forauthorities involved both directly and in
supporting roles

The administrative system will involve the Agenay Restructuring and Modernisation of
Agriculture (ARMA) as both a paying agency and amplementing agency. Decisions
concerning Measure 1 will be taken by the MinisifyAgriculture and for Measures 2,3,4, by
regional steering committees.

The implementing rules and procedures are beingugsed internally with the EU as well as
being negotiated within the Polish implementingustures. A detailed assessment of the
implementation system can only be made once altldogsions are taken. However, there is
an understanding that a full accreditation proeeast be held before releasing funds. Given
the fact that the Paying agencies have so fardnaé eiccredited for FEOGA Guarantee direct
payments, there are uncertainties as to how theditation process should be transposed to
organisations dealing with essentially structuradjgrts. There are several critical issues
including that of multi-annual financing and theparation of implementation functions with
those of implementation within the same organisatio

The most contentious issue is whether or not tiheiraidtrative arrangements are distinctively
separate from the evaluation and selection funstibath regionally and nationally. It is clear
that decisions are to be made by the regional isge@ommittees and MARD. This is
essential to meet the partnership principle anchazimise the involvement of stakeholders,
and hence the efficiency, of the whole programme.

The most vital issue is that the programme willcheetive management and support and, as
written, the supporting functions (animation) dre tesponsibility of MARD. Clarification of
the tasks envisaged and the resources that aratdeaivould enhance the quality of all the
programme tasks as there is too little existingeeigmce at all levels and past experience is,
for the most part, only partially relevant.

The procedures used in past and current progranhiaes been primarily implemented in a
centralised way and it is accepted that this amtredll need to change in line with both the
anticipated volume of effort and also the new systeof devolved regional government.
Banks will no longer have an automatic role in assw financial feasibility and this
function, which is needed for selection, will need be tendered out amongst the most
experienced regional institutions. Some schemetabty 4.2 will require active promotion,
by initiating top-down and supporting bottom-upade The regional steering committees will
need to be trained to service SAPARD, PHARE, W8idak and other programmes.

The opinion that we received was that devolutiomresponsibility to the gminas’ had been
successful. However, a great deal of trainingdiiisrequired for the regional role in SAPARD
to be successful, and that the degree of effoltexiteed the resources within the technical
component of SAPARD and PHARE.
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9.2 Economic and social partners that are to be irolved

The principle of partnerships is recognised ancpisxl. A guide to the composition of the
committees is that all organisations representesuldhhave a function related to the
programme. Detailed procedures must be preparatiéaegional monitoring committees to
include economic, regional and social partners aotng and non-voting committee
members.

9.3 Procedures, composition and procedures of mooiing committees

These are set out in general terms. Specific densiions can be given once the system is
elaborated in detail.

9.4 Arrangements for monitoring and evaluation incliding the evaluation questions

One of the lessons from past programmes is thatrnrdtion about, for example, the impact

of better infrastructure on business activity, wad collected. The point that better

information systems will need to be kept by locatharities for both management and

evaluation purposes is now better appreciated.edddthe view was expressed that they
already have some of the information but a systemldvneed to be set up to process it in an
appropriate way.

The arrangements are that the Department of Pres&gn Assistance within MARD has the
responsibility for monitoring and evaluation, butnzore active role is necessary. The
collection of baseline data will require urgenti@aatt Indicators of impact will need to be

designed and systems put in place for their catiect The role of ARMA and the gmina’s in

this process needs to be clarified. An independsaluation Unit should be nominated to
collect data and produce information for evaluapomnposes.

A potential problem (not only for monitoring andadwvation) is to isolate the impact of
SAPARD measures from those of closely allied messsuch as National and World Bank
programmes. There has been a detailed and extedsibate about the separation, for
example, of ARMA and SAPARD measures, and we acteptreasons for the decision
reached. However, it will be difficult to isolatke impact of complementary measures and
while this may be attempted, this should not in wew exclude an overall monitoring and
evaluation approach. Thus we would anticipate thamitoring and evaluation activities are
conducted in a joint way in accordance with thdityeaf problems and solutions irrespective
of the source of funding. Such an approach wooldofi course exclude specific evaluation
exercises.

9.5 Efficiency of project selection, including selgion and eligibility criteria, ease of
application and costs of application borne by the éneficiary.

SAPARD is a national programme. Nevertheless tlopgsed implementation procedures
will involve for all but Measure 1, regional decsi making. It will thus be necessary to
allocate on some basis a regional share-out ofifigndThe way this is to be done is not stated
in the plan. This question cannot be separateth flecisions about the targeting of other
major funds such as those under PHARE schemesWibidd Bank Rural Development
Programme and the national schemes implementedRdAd In the case of where gmina’s
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are the main beneficiaries, as for infrastructthren the team supports the concept of finance
from different sources being put together by theetieiary.

Subsidised credit schemes have successfully usekisfar disbursement and evaluation.
This is not an argument for including banks wittiie SAPARD procedures in that grants add
to the equity of beneficiaries and no repaymemedgired. If SAPARD beneficiaries do not

borrow from banks in order to fulfil their planggn the banks have no involvement.

The view of the evaluation team after much delbathat SAPARD will need to be separate
from any national or other programme of supporegkin the case of gmina’s where the idea
of a package of finance being put together froniouar sources seems sensible.

We strongly support the notion that local decisioakers should be able to select from a
range of options within the SAPARD programme inesrtb match the support available with
their specific needs. But such an approach emgpésshe need to have clear, consistent and
communicated objectives.

A sensitive point concerning objectives is the ¢radf between efficiency and equity. This
issue is real when reference is made to the sefectiteria and limits on the total amount of
support available to a single beneficiary. Therenseto us to be some ambivalence on this
point. On the one hand, a strictly commercial vigauld result in a greater fulfilment of the
objectives, especially for food processing andastitucture; on the other hand, using the
funds to bring promising farms and potentially catifpre food processors into the
commercial sector is an unwritten objective. Samy, the allocation of funds for
infrastructure is could be more heavily influencdy need than by opportunity.
Diversification initiatives are likely to be moreadily taken up by individuals who are
already well placed commerciall§*{vos).
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10) EXECUTIVE SUMMARY OF EX-ANTE EVALUATION OF THE SAPARD
PROGRAMME

The executive summary picks out the main pointanfrthe ex- ante evaluation, not
necessarily in the order that they appear in tperte The comments are concerned mainly
with the programme as whole, beginning with our relleassessment. There follow
comments on the diagnosis on which the programrbaged including previous experiences,
the objectives, the appropriateness of the stratagy its linkages with other actions, the
suggested basis for the selection of beneficiaties, anticipated outputs and consequent
impacts on employment, incomes and the environnam, finally, some views on
implementation.

The exte-ante evaluation has been carried out ghiamut the preparation of the SAPARD
Programme by an independent team of Polish and d&liduitants. Many of the comments
made during the preparation of the plan have hegdoded within it.

10.1. Overall assessment of the SAPARD strategy

The evaluation team is supportive of the generapslof the Programme which is based on a
realistic assessment of rural and agricultural sgioa related needs in Poland and the
constraints which exist concerning the limited teses available and the designated scope of
the SAPARD eligible measures.

The needs stand out clearly from the analysis. f€aoprocessing firms and farms meet both
the commercial and legal requirements for hygiesafe and customer-based milk and meat
production. Far too many people rely on agriceltiar a living alongside a rural population
where the rates of unemployment and under-employarenhigh. The infrastructure of rural
areas is poor, it threatens the physical envirorinagr constrains economic and social
development.

The main prioritised sectors of dairy and meatl{ding fish) for stimulating the adoption of
sanitary, hygiene and environmental standardsassist in the solution of major anticipated
accession issues and focus on sectors that ardg tikebe competitive within the single
market. The consistency of assistance coveriny paiduction and processing of milk is a
strong point of the programme. Other sub-prioritisach as stimulating producer
organisations in the fruit and vegetable sectorase consistent with thacquis and the
building up of competitive strengths. The urgendycontinuing with investment in rural
infrastructure and in improving the conditions fioe emergence of non-agricultural economic
activities is fully supported by the analysis of tlural situation.

The strategy of improving rural infrastructure ajeile measures to support the
diversification of rural resources into more proile uses as well as plans to stimulate the
viability and the adoption of thacquisin food processing and on farms are thus well
justified. All the more so, in that they reflebietconclusions from an extensive consultation
exercise with potential beneficiaries. The allomatof the proportion of funds between each
measure reflects the urgent need to create moregucultural rural jobs, the likely rates of

uptake for each measure, institutional constrammsmplementation and the uses to which
public funds might reasonably be put. Thus, fauregle, the Team supports a “demand led
“or “pull” approach for assistance to small farmbgsimproving food processing rather than
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by simply funding the various ways SAPARD allows abfanging the symptoms of under
development that exist on farms.

Experiences of rural development from elsewhereaitioin Poland itself clearly show that
investment in human capital is a condition for fuchange. The analysis shows that
educational levels in rural Poland are so low 8taictural adjustment out of (and not into)
agriculture will be too slow. These facts lead Tleam to stress the need to view SAPARD as
just one * building block’ within a whole set of @rnment actions to this end. The co-
ordination of SAPARD with other complementary ansavhich support human development
and especially education within a supportive settpolicy will be an essential part of the
success of the programme. The amount of resowacasable for such complementary
measures and indeed the commitment to this viemsee be inadequate. Wilkin (1989)
refers to the risk of ‘a deepening educationalapsie’ and that investment in human
development is getting smaller and smaller each ged that human resources are the most
limiting factor for rural development in Poland.

The Team would advocate a flexible approach to dbetents of the plan in that Polish
conditions are changing very rapidly. The Teamstktrongly supports the project cycle
approach where through good and timely monitoring avaluation against clearly worked
out and stated objectives, actions can be changethe light of new conditions and
experience including experience in implementation.

SAPARD is for the most part a new programme and the case for multi-annual funding is
plain common sense. The experience of the WorldkBfamanced ASAL programme in
Poland for example, shows clearly the expected shte-off for the support for infrastructure
undertaken by the gminas.

It is necessary to emphasise the role of taxpayerids in facilitating agricultural and rural

adjustment. They should only support activitiest thauld not normally be financed by

market forces, that is they should be additionBlublic funds can distort market behaviour by
for example, propping up enterprises that may mobtherwise competitive, or supporting
infrastructure which is in reality consumption. €lfieam thus supports initiatives to bring
about economic evaluation of proposals supportedefional and more local development
strategies, and also initiatives which foster theipipation of beneficiaries in programming

and implementation of the SAPARD Programme.

The programme should also make the best possiblefysublic funds. It has to be borne in
mind that much of the current debate, policy statets and consultation responses on rural
development are driven by expectations and seléréest concerning the SAPARD
programme. Grant rates should, therefore, be atldgest rate possible to meet the
programme objectives. Low rates also reduce tfeetsfof any distortion, avoid the costs of
rationing limited amounts of funds amongst a langenber of potential beneficiaries as well
as increasing the responsibilities of beneficiaridisis impossible to set the rates with any
degree of certainty a-priori, and thus it is todxgected that they will be varied around an
average rate according to the experience of uptake.

The introduction of a more participative approazhural development is strongly supported.
It has several consequences including the neddeiogshen local institutions and to take steps
to seek out, communicate with and involve projeenddiciaries in the identification and

selection of eligible projects. Local involvementthe decision making process is effective
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and will require the enhancement of local expert&éstantial support will also be necessary
for beneficiaries to inform them about the Programiassist them in project identification,
and in the preparation of business plans and agits. A major role could potentially be
played by local animateurs, extension services aihers. Attention should be given to
assessing whether the level of these resourceeiate.

10.2. Analysis of rural and agricultural problems and opportunities in Polish SAPARD
Programme

The analysis is comprehensive and brings out thet nmportant issues, such as rural
unemployment, poor educational levels, the poarcttre of farming, the inadequacy of rural
infrastructure and low rural incomes. There is asalence of the lack of capital, the low
mobility of the farm and rural labour force alongttwpoorly developed institutions which

support the development of a market economy. Tiseakso evidence that most of the growth
in the demand for agricultural and rural servicegither from exports or mainly urban parts
of Poland.

The variation between regions, between farms anddsn types of processing company
would also be informative in that a more profowrdilysis would clarify and enable more
precision in the nature and extent of desirablerintion. It also gives more optimism in that
there are sectors, regions, farms and firms tratdapting and growing in a dynamic way.
Likewise a review of the existing state of affaimcerning the rural environment, such as a
high share of protected areas in Poland would ladgssupportive of the environmental actions
proposed. For example, just over half the officiamber of farms do not participate to any
great extent in the market for agricultural comntiedi and thus an agricultural programme
will not improve their situation. This conclusigreinforced by the fact that almost 70 % of
rural unemployed people belong to households whaatofarm. This problem is getting
worse in that the share of unemployment in rurahsaiis increasing relative to the Polish total.
Clearly the diversification measure of economidwétoes in rural Poland cannot be confined
to farms. Demographic forecasts also show an iseredalmost one million in the size of the
rural working population over the next four yeaRdsner 1999).

Educational levels and the provision of infrastawet the dependence on agriculture and rates
of economic development vary across the country.hei¥as, SAPARD is a national
programme, the up-take of measures will vary adogrtb regional conditions.

Research findings clearly show a dynamic and redtiprofitable ‘commercial farm sector’

set against a static small farm or peasant segtistirgg on very low incomes often supported
by pensions and other forms of transfer. This iBected in the choice of the target
beneficiaries (small to medium farms) for Measure & the processing sector, less official
data exists, but it is clear that there is greatadyism within the sector with many small
firms, and the overall performance depends on tlagketing strategy of the companies.
Consequently, the selection process for Measuh®dld emphasise the marketing aspect.

More reference to the state of the environment @oshow the importance of poor manure
storage and management on the pollution levelarim fvells. More generally the installation
of piped water supplies in many rural villages heseased the urgency for sewage treatment
facilities which are still at a very low level. \Bage is one of the main causes of extensive
river pollution in Poland.(The State of the Environment in Poland, Reporthef $tate
Inspectorate of Environmental Protectjon
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There are also variations in the competitivenessgsfcultural enterprises in Poland with

dairy and fruit production being amongst the magtrnationally competitive. ‘{Tangerman

et al.) Grain production, including oilseeds, esgaiéy on larger farms is also well placed.

The revealed competitive advantage, as shown bydlttern of agricultural trade, bears out
the above conclusions to some extent in that theeds to import agricultural commodities

from Poland and exports processed food to Polarideasures 1 and 2 should focus to a
greater extent on competitive sectors such as,dainyand vegetables and grain.

In addition, in the period up until the Russiamaficial crisis, Polish food exports to the East
grew very quickly and became more important thaddrwith the EU. Even now the volume
of exports to former communist states has not rfatle the same extent as the value of
exports. Commercial decisions about the adoptioBlW standards would not favour such
investments in all situations, at least prior t@emssion. Some form of state incentive is
therefore appropriate to generate a longer-terrw vieaccession is not to be held up and
prosperity within the single market is to be mossuaed. This argument supports public
funding for dairy and meat sectors in Measure 1.

10.3. Experience of rural and agricultural developnent and its relevance to the
SAPARD Programme

The SAPARD programme builds on recent Polish expegs of development initiatives.
They reflect an extensive and continuous debatataical and agricultural affairs in Poland.

At present structural assistance from national uess includes a substantial part of the
Ministry of Agriculture’s budget for agriculturalepsions and modernisation schemes, usually
in the form of subsidised loans where rural banks leeavily involved in the project
assessment. Experience in administering granisdichited.

Valuable experience has been gathered on the bBBIARE pilot projects. Moreover, the
World Bank ASAL loan provided a strategic framewdok many donor-supported activities
and especially for the development of rural ininactiure. The lessons here include the way in
which uptake varied by region with the peripheedions losing out. A sizeable number of
gminas did not take advantage of the support whifew made the best possible use of it.
The rate of uptake has been shown to depend heaniljuman capacity and leadership
amongst local authorities. Water supplies were ntost popular form of assistance. The
implementation capacity required for infrastructureler SAPARD is also within the bounds
of existing experience in that the amount of sutggesallocated funds per year under ASAL,
and, more recently, national programmes, are o$dinee order as SAPARD.

The link between infrastructure, economic developinend job creation has not been fully
evaluated using the ASAL programme and PHARE mlajects so that the Team was not
able to find empirical estimates of costs per jolewen tests of causality. The monitoring of
the SAPARD Programme will offer a good opporturidylook into effects of infrastructural
investments upon economic activity and to seek waysaking better project selection.
Efforts in this direction will provide a sound bs$or making the case for adjustment in the
SAPARD programme itself and for the design of strced fund programmes after accession.

10.4. Coherence of objectives of the SAPARD Prograne in Poland
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The chosen strategic objectives are consistent thitke stated in the SAPARD regulation
and also make sense from a Polish perspectiveasdadate country near to accession.

At the level of general and specific objectivesréhés inconsistency with the strategic
objectives especially in Measures 1 and 2 and thanil believes effectiveness would be
improved by a further tightening up of these.

A sensitive point concerning objectives is the chdietween efficiency and equity objectives.
This dilemma is most obvious in Measure 2 in whchclear reference is made in the equity
general objectives whilst plain equity limits am®posed in the selection criteria. Clarification
of equity issues in other measures might also befimzal.

10.5. Linkages between the measures proposed in SNRD Programme, national policy
and other intervention

The measures within the Programme support eachr. offer example, the need to produce
dairy products which meet both EU and commerciajidrye and quality requirements
involves investment and changes in practice on fasths and in factories. For farms that do
not perceive it to be profitable to make the changipport is to be made available for
switching production towards quality beef or to etisify into non-agricultural activity. All
these activities will require infrastructure. dtunlikely that private finance will be sufficient
to install facilities to meet environmental requments so that public expenditure is fully
justified. The pilot sub-measure on the agro—emwirent is supported using the same
argument.

Whilst the synergies between measures are fullyoesg, the Programme cannot in itself
assure a fully complete set of instruments duésttimited resources and scope. In particular
essential training components have to be providestignoutside SAPARD (since SAPARD
only covers training in agriculture and forestry).

In addition, SAPARD obijectives are narrower tha@ tleeds of Polish rural and agricultural
sectors. Obviously, national policy will be contatlfollowing the additionality principle.
Debates about the amalgamation of SAPARD with natiprogrammes can be resolved on
the basis of the objectives to be achieved.

There are also solutions other than capital subsidio the problems to be addressed by
SAPARD. For example it has been shown (S4fithat dairy plants can raise the proportion
of high quality delivered milk by paying premiuntsguppliers. Such a solution can be self-
financing. Another example would be that polioigsich result in the concentration of dairy
production on fewer farms and milk processing indefactories reduces the national costs of
meeting the EU standards and such options shoutdrsdered.

10.6. Appropriateness of project selection criteriainder the SAPARD Programme

One essential characteristic of beneficiariesas tiney should be viable (in the case of gminas
that the basis exists to maintain infrastructurg).danger of SAPARD is that support may
displace those that do not receive assistance aotam those that do. The displacement
effect applies particularly to the food processamgl diversification measures. If applications
from competitors are received at different timesap assessed independently then there is
more danger of displacement effects occurringuigiclg the emergence of over capacity. One
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way to ease the displacement effect is to put esipltn the future marketing strategy. This
requirement as well as the financial feasibilitytloé investment has been incorporated within
the project selection criteria as a response toiihgoing evaluation.

10.7. Appropriateness of rates of aid proposed und¢he SAPARD Programme

The Programme proposes for Measures 1 and 2 faratiquite high rates of, grant. However,
there are several arguments for differentiatinglametring the rates.

The degree of State support should be as low aslpesvhilst assuring the achievement of
the general objectives. For example, if the objedis to have a number of plants up to EU
standards, then public support should be giverhenfirst instance to those plants which
require the least public funds to meet that objectiThe starting levels of support should
therefore be low with an increase later on in ttegpamme, depending on the response.

The criteria for the selection of processing plaitsadopt theacquis should include both
commercial and public expenditure criteria. It naygo be wise to allow higher rates of
support for strategically situated plants, such asgle dairy plant serving a remote region.

The rate of grant for on-farm investment might keried depending on farm size. The
measure targets two types of farms: a) those wHbbei competitive (with support will
become more competitive, usually big farms) andhiose who could become competitive
(with support, usually small farms). Non-viablerfer will not be given support. Perhaps the
most efficient use of public funds would be to géreall farms higher rates of grant and lower
ceilings and to provide bigger farmers with lowatess of grant and higher ceilings.

In the case of infrastructure, the benefits of scahy be more easily obtained at the district
level or through gmina associations. Consequetiily,possibility of having higher ceilings
should be considered.

10.8. Consistency of outputs and impacts of the SARD Programme

The impact on competitiveness as a result of iet&on under Axis 1 is difficult to quantify
and perhaps the most accessible way to do this analyse the market share. The loss (or
gain) of even 1% of the market share of milk anéiniga very large amount of resources and
would have a substantial effect on employment. Eweme critically, the issue could even
hold up the time at which Poland joins the EU. §hihe investment supported by this axis
are more akin to an insurance premium than the doment of a capital sum. This means
that the overall impact is far greater than anysuesble effects.

The targets of the number of processing plantetmbdernised do not adequately reflect the
objective of the Measure to process as much prodscgossible according to the EU
standards. There is a possibility that whilst tamget of modernising as many plants as
possible is achieved, only a small proportion ofpati is affected, due the highly skewed
distribution of capacity.

The Team’s, estimate, albeit rough, of the job-toeaeffects of the programme are in the
range of 100,000 jobs created and maintained by.20Dhe number of additional jobs is

likely to build up from a low number in the firsegr at a fairly slow pace. The crude cost per
job-estimate that is in common usage based ontreg@erience is of the order of 5000 euros.

61



The farm and food processing measures are likehggalt in job-displacement. The direct
diversification measure will inevitably be dilutedits impact by displacement effects and all
new enterprises may not survive. The impact obstiucture will consist of those jobs which
are created by the expenditure itself and the ioratf business activity on the back of it will

depend both on the wisdom of the investments amddicessary accompanying initiatives.

The economic returns depend on the degree to wimemployed or underemployed people
take up and create job opportunities. A World Baskimate shows that every registered
unemployed person receiving benefits costs aro®d@® &uros in public expenditure per year
of unemployment.

There is ground for optimism in that there will lo@er the programme period, an increase in
the number of young people coming onto the rurabla market and they may have more
appropriate skills for employment within, and foeating, new enterprises.

The programme contains several measures that asgndd to correct environmental
problems directly, such as manure stores and lansifes as well as a pilot agro-
environmental scheme. Modernisation will also ioyar the efficiency of energy and water
use.

10.9. Efficiency of implementation arrangements cSAPARD Programme

The implementing rules and procedures are beingugsed internally in the EU as well as
negotiated with the Polish implementing structures.

The classification of measures according to natiana regional decision processes should
reflect the extent to which the issues involved@mefined to a geographic level. In the case
of food processing a national perspective will leeassary alongside more local decisions
concerning the provision of infrastructure as psgubin the Programme.

The need for some kind of regional budgets, givegional decision-making, cannot be
escaped. The experience with ASAL shows that tleenactive regions gained the most
funding and this is also likely to be the casecmmmercial enterprises. There is no guarantee
that a highly skewed pattern of funding will notenge across the regions.

The Team strongly advocates that preparationdh@optogramme are speeded up especially in
the formation of National and Regional partnershapsl for systematically informing all
interested parties about the programme.

The financing of beneficiary’s own contributionlilsely to constrain uptake. The facility for
part financing, with a balancing sum withheld untibmpletion is finalised, and for
contributions to be made in kind, offer some ab¢ioin for this problem.

Finally the clear differentiation of implementatifunctions is fully supported. Involvement

of representatives of beneficiaries and regiondl esonomic partners in the decision making
process is crucial to the success of the PrografABARD is one way in which the new

regional government system (operating since thénheyy of 1999) and the development of
responsibilities to a more local level is to bedrout and tested.
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Annex 1

SAPARD and Regionalisation in Poland
Report from consultations
held during week of March 8"-13" 1999
Graham Dalton

1) Introduction

The fundamental issue for Polish preparations ®SAPARD plan is to utilise the funds that
will be available for meeting National accessiord anral development objectives while

meeting(and negotiating ) the priorities set outhi@ draft regulation from the EU. The issue
of regionalisation has therefore to be judged ia tontext of Polish needs and strategic
responses for rural actions but which are justifrethe EU.

There is a belief that by co-ordinating the actiafisdifferent parts of government more
effective actions will result. This can be suppdrby the logic that a whole range of services
are in need of improvement in rural society randnogn education and health to support for
business activities and the environment. A settmpproach such as agricultural measures
(SAPARD contains nine such measures) assumes é#ithexistence of adequate supporting
services (or that a response will be forthcoming).

A geographic or locational basis for planning aadyéting, it is argued, makes it easier to
highlight constraints and appropriate responsesaddition a locational approach assists in
fostering ownership of actions and, in that decisiare nearer to the ground, will hopefully
be based on more accurate assessments and expsesfsieeds. A sectoral approach mainly
argues for transfers to be made to one branchaiétgpwhich in the case of rural societies is
commonly agriculture.

Ultimately the idea of development means enlardivg scope for freedom of action by all
members of rural society and this definition hdgreéfore, to incorporate the right to self
determination. Policies that “do things for” pespWithout their involvement create
dependency and are contrary to the basic idea af ddvelopment is.

The recent setting up of regional governments ilafitband the idea of subsidiarity within the
EU will counter to some extent the strong agriaaltliobby within Poland and the Union as
well as modifying the heritage of centralist or gtadown” policy formulation and
implementation.

This is not to say that locational and co-ordingieasramming and implementation can exist
without some central direction. Nor that sectdeliests can be subsumed - they are too
powerful for that. The interests of different regs will need to be moderated and take into
account national interests.

Moreover, the idea of co-ordination is difficult tomplement in a rapidly changing

environment since institutions and issues do radsstill for long enough for bureaucracies
to cope with them. Respective freedoms and tefmsference/mandates within a democracy
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cannot be overturned in order to force co-operatitirhas to be a mutual arrangement with
the needs of the ultimate beneficiaries kept invwie

2) The basis of the SAPARD plan

As set out in the Polish coherent rural strategydterall strategy is to achieve growth in the
rural economy with a concomitant improvement invees. The EU priorities as set out in
the draft SAPARD regulation are to a) improve mamdciency, b) to adopt EU levels of
quality and health standards in order to take ipatthe single market and to act on behalf of
the Union at external borders and c) to introdueasures to create new employment in rural
areas, all in compliance with the provisions onghatection of the environment.

The problem is to meet Polish and EU prioritiesrave pre-accession period. To achieve
this it is important to have a clear understandihiyjow growth is achieved and what is meant
by the SAPARD priorities and especially market@éincy.

2a) Polish priorities

There is perhaps a surprising degree of agreemretiteodiagnosis of needs and actions for
Polish agriculture and for its rural areas. TherM/8ank proposals on rural development, fit
well with the findings of the Rural needs surveyising measures mostly implemented by
ARMA have a strong rural emphasis. Prof. Wilkeguad cogently for “soft” or human
measures in terms of education, information antitin®nal development.

The literature on agricultural development whictajgplicable to other sectors is summarised
by a short paper bSP. Hazell (The Journal of Agricultural Economicstbé International
Society of Agricultural Economists, September 198&, 19, pp.x-xii)

Agricultural development depends upon 5 procességginning in English with the letter | -
the 5 I's, namely;

Innovation- need strong national agricultural research ardnesion systems(both public and
private) to generate and disseminate productiuitiyaacing technologies. In the case of
small and medium sized enterprises, this wouldheerdle of business support centres since
innovation also applies to organisation as wetbagchnology.

Infrastructure- need good rural infrastructure, particularly roads transport systems, piped
water (with drainage) telecommunications and wasté. problem is to define rural
infrastructure as distinct from national or regibpeogrammes. It will likely include “join
up” facilities such as feeder roads as opposed dm moads, junctions and other ways of
“tapping into” (obtaining) national supplies anawsees including for example credit, training
and information.

Inputs- need efficient delivery for agricultural servicesspecially for modern farm inputs
(only 15% of Polish farmers buy certified seedshegear), agro-processing, ancedit. My
comments here would be that there is still too maoiphasis on subsidised credit as an
agricultural policy instrument. It has been shavat to work well, over and over again, and
the task is to improvehe delivery of credit (especially to small farmers and small and
medium sized enterprises) rather than to subsidise The process has become
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institutionalised and is highly sensitive. In terof assistance for investment (as grants or as
credit subsidies) this fact emphasises the tamgeatffarms and food businesses so that that
intended beneficiaries are actually reached.

Institutions- Need efficient and liberalised markets that pdeviarmers with ready access to
domestic and international (EU) markets. The adopif the acquis can help here in terms of
price information systems and grading standarderd’ts also a need for effective institutions
to provide key public services where these caneotlévolved to the private sector and to
encourage the private sector to come togethemhmiptirpose of collective activities such as
improvement societies, development and lobbyinga@asons. This latter issue is probably
most important in the case pfoducer groups while making sure that public funding is not
used for private purposes.

Incentives Need conducive macro-, trade and sector politiasdo not penalise agriculture.
The Europe agreements have a slow, in-built degfréberalisation but the prize of accession
is to be a full participant in a large single marké/oreover, the reforms of the CAP will
mean operating farms nearer too if not at worlaeievels. It is most important for the
agricultural sectors of applicant countries to ggarfor this and also to put in place measures
that do not hold it within non tariff barriers tcatle-e.g. food hygiene. Studies have been
done recently which show that many sectors of alitice are competitive by international
standards (Matthew Gorton)

Pragmatic issues in the choice of measures

The above 5 I's are needed for stimulating develamnbut can result in unacceptable
distribution of the benefits. For example farm d&ondd processing incentives will likely
benefit the Western parts of Poland at the expehsiee south and east and would naturally
benefit larger farmers and processors.

®Hazell makes the point that agricultural developtséould be broadly based for it to be fair
in a social sense. A point he makes is that thezefew economies of scale in agricultural
production (unlike processing and marketing) amckdargeting family farms is attractive on
both equity (fairness) and efficiency grounds. Thislggophy for applicant countries with
many small farms would mean that regional farmcstme would be one of the variables for
determining regional allocation of SAPARD funds dhdt there may be cut off points (both a
minimum and maximum) for farm based support. The distitlouof dairy cows is for
example highly skewed in both Poland and Romaniha miany small herds and an attractive
measure might include a form of dairy herd conwersicheme (incentives to give up selling
milk) in the light of quotas and exacting and exgea dairy hygiene regulations. A more
general measure to encourage a better structurédwmes farm amalgamation and pre-
retirement pension schemes. Small and medium $aeus should also receive priority in
publicly funded agricultural research and extensemd in marketing and credit supply.
Analyses of growth options for farmers in sevemlecant countries in the light of accession
does show that expansion is attractive but theeeeachange rate risks as well as those
connected with the timing of accession and withithposition of quotas. (Majewski et al
report of an ACE project 1998).

However, for the most part the asset base of diawatl businesses will be so small that even

high rates of return on the capital involved witit produce a comparable income. Real prices
for agricultural products fall inexorably year omay except during short lived booms.

65



Investments in human capital, such as rural edutatiean water, health, family planning are
essential for improving the productivity of pooropée and increasing their opportunities for
gainful employment mostly off the farm.

Women play many key roles in farming and ancillacyivities and are a strong influence in
the family for education levels of farm childreffhey thus warrant targeted programmes in
agricultural extension and education, for examme farm financial record keeping and

organisation. Women often drive diversificationiaties such as agro-tourism activities and
thus require credit and other aids for small bussressistance.

Equity or fairness considerations logically meam filll participation of poorer rural people in
the policy formulation process and not just thé and powerful. They need to be consulted
on the priorities for public investments from whithey are expected to benefit or help
finance. It is thus important that methods areke&drout for this to be done in the evaluation
processhroughout the life of SAPARD.

The rural non farm economy should be actively encouraged and the inclusiomucél
development in the SAPARD programme is to be wekthmHowever the measures are not
sufficiently rural. This is another reason for tparship both nationally and in the regions.
The rural non farm economy is a source of employraed income especially for small farm
families. In addition there are powerful incomed aamployment multiplier effects within
rural economies when agriculture grows.

Environmental modifiers

Priority may be needed for regions where the emwirent is heavily threatened, in terms of
soil conditions, erosion, pollution or flood. Bd®%o sustainable farming systems can reduce
the incentive for migration from such areas whiduld be a problem for other parts of
Poland and the EU as a whole.

Property rights and ensuring good husbandry (ofnatural resources) in leasing and in

utilisation of common land may be advantageousomes parts of Poland. Incentives to

develop markets for “ecological” types of produntifthe intensity of land use in Poland is

already low so that changeover periods would ndbbesxpensive) may assist in this process.
The aquis, for example, sets out the conditionfganic farming but other systems such as
integrated farming systems have not as yet takémaraf would need a strong promotional

effort for them to do so.

As with all measures for agricultural and rural elepment °Hazell argues for the
involvement of those who manage natural resoutbesygh the improvement of institutions
so that they are involved in decision making antbugh enlightenment about natural
resources by means of training. Environmentalesslso require monitoring of systems and
in some cases, the delineation and protectiones sif particular environmental value

2b) SAPARD Priorities
Market efficiency can be thought of as the effectiveness of allonatf resources (no

rearrangement can produce more benefits) broughtitain a situation that is free from
distortion such as bureaucracies with rent seekgttaviour, the abuse of market power in
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terms of the provision and payment for goods amdtices and unduly high costs in the
performance of economic functions because of a lakclcompetition and competence.
Evidence of poor market efficiency can be measuradrious ways, such as the loss of local
markets to imports and the loss of export marketother competitors. Other simple
measures include price differentials between looatiwhich bear no relation to transport
costs, price differentials over time which havéditconnection with storage costs and price
differentials within the food chain which exceedogessing or comparable levels of
transaction costs. An important ingredient for mgkmarkets work better is up to date and
readily available information about the prices obds and services. The precision of price
information is improved if produce is graded sot thaces can be quoted for identified and
recognised quality standards. Fortunately, thixgss is an important part of the acquis and
is a necessary part of Poland’s preparations foession.

The above definitions of market efficiency indic#tese measures in the draft regulation that
might be used to achieve improvements. At the feewel a good case can be made for
instruments that would encourage restructuringaomg such as farm amalgamation, land
consolidation, early retirement and young farméresees. Further down the food chain the
need to encourage more integrated relationshipseeet farmer and processor using price
incentives and more access to market outlets i3 @ksar. Improved storage , arbitrage
(movement between locations of agricultural prodinceesponse to price differentials) and
processing facilities are also consistent withgherity. But care will need to be taken in the
use of public funds for private beneficiaries. Tdim is to encourage changes with public
funds which the private sector would be unableetnatant to do. This could include the
development of various forms of sector associati@$orm of sectoral Business Support
Centres) with a development brief through researdbrmation and representation, and as a
special case, producer groups or associationsir fan function would be to improve the
environment for the conduct of business. More gahe producer groups are a means of
obtaining required services in an economicallycegfit way and of adding to necessary
competition within the Agri Business sector by nmeahcollective action. In the case of fruit
and vegetables the fact that within the EU the etar&gime is run by producer associations is
an added reason for trying to promote such orgaoisain this particular sector.

Quality and health standardsre not only important from an accession perspedbiwt for
Polish consumers also. The problem is that stalsdeary according to the market segment
and commercially Polish food businesses may ndtifiattractive to make the necessary large
investments and especially if they serve only daimesarkets (se€’Safin’s studies of milk
and meat processing). There is therefore a caguufdic funding for plants to adopt the EU
standards and for the industry to adopt healthrotsnas a necessary condition for exporting
both to the EU and the rest of the world. In viefsthe amount of funds involved a bidding
system may be the best way of implementing suchsarea. A real danger of public funds
being used in this sector is the creation of owgracity especially if plants which do not meet
standards (and usually have lower short run caats)allowed to continue. There are
derogations for small plants within the EU.

Rural job creationis well recognised as a necessary part of theisolto the farm income
problem and also as a rational response to theifadedding consequences of farm and food
processing modernisation. It is thus a necessamyponent of a coherent agricultural and
rural programme. However, the measures in thd degtilation are not obviously targeted at
this priority. Investments and improvements whiobrease market efficiency will have
strong multiplier effects within a rural economyBut the specific measures which might
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foster job creation and which should be consisteith the relevant acquis might be
constrained to agricultural situations. Incentivegh as business start up assistance for
diversification of economic activities should beadable for a range of rural businesses
(usually small and medium sized enterprises), tffrmm SAPARD then from other funding
sources. Likewise vocational training improvemestisuld be utilised to assist those within
agriculture to shift to other jobs or in the ca$etldren from farms to have sufficient skills
to not to have to enter the agricultural sectohe Toncept of infrastructure should be broad
enough to allow contributions from SAPARD to invasnts in human capital including
health and safety.

2c) Comparing Agricultural and Rural Development Rerequisites and SAPARD
Measures And Priorities.

A comparison of the necessary conditions for adjrical and rural growth and the SAPARD
priorities and list of measures leads to followaumclusions;

While there is much in common, the SAPARD list &8 oomprehensive enough to produce
agricultural and rural growth and development. Aci wider set of conditions need to be
present including institutional reform, incentivies change and stimulants to innovation.
This is especially the case with rural job creatiothe measures are essentially farm based
and if training and education are not geared topébple to obtain and develop non
agricultural income earning opportunities. In camsence, the relevance and quality of
SAPARD plans can only be judged in a strategiceséyshe way they fit into a more broadly
based rural set of actions. The coherent rurategfy documents thus seem more important
than the SAPARD plans.

Secondly, it is not sensible or politically feasitib pursue market efficienayithout also
considering the distributional impact or fairne¢she chosen measures (the same applies to
environmental concerns.) It will thus be necesgsaryarget groups such as family farms
within a given size range, processors who are regiporting or intend to do so, producer
associations and groups, women in the rural econcamg regions where without a
sustainable agricultural sector, migration or degron could result or environmental loss
could occur. The World Bank have used unemployrteeohoose their priority regions. One
criterion for the prioritisation of SAPARD agricutial development measures®flazell’s
point about economies of scale is accepted, woelthbm business size defined as some cut
off value of annual sales. Plans might reasonbblyudged on the basis used for choosing
eligible beneficiaries.

Thirdly, the SAPARD priorities are highly complentary (my understanding of coherence)
in that gains in market efficiency will lead to aeu for shifts in occupational patterns and
normally out of (or at least not into) agricultureThe quality and health priorities will
facilitate exports and the retention of domestiokets against imports and so sustain or
improve rural employment. The acquis concerneth wiice reporting and quality standards
will assist in the development and operation of kets. The test of coherence should
demonstrate how the various chosen measures éthtegand contribute as a whole to rural
development.

It is not clear how many of the services necesgaryhe development process to take place

will be provided. Presumably eligibility for SAPARfunding will entitle beneficiaries for
training, and the receipt of information but valldemand led system actually produce good
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quality service provision? Will specific steps dde be taken to ensure good quality service
provision? This is especially the case for thdsff svolved in preparing the arrangements
for SAPARD. There is a need for training thoseoimed in handling finance, the
arrangements for co-finance, setting up effectieetnerships, publicising the assistance,
setting in place the enabling legislation, deveigpperformance and investment criteria,
implementation arrangements and monitoring andueti@n procedures and most importantly
negotiating the proposed plans with both the hosveghments Ministries and the
Commission.

Likewise innovation will depend on the quality dletwork done in research, extension and
support arrangements for business start up anartgai Institutional building begins to take
on renewed importance.

A final point is to reiterate the importance ofxilality and simplicity. It seems absurd to
allocate funds in a precise way for 14 measuressacr years and possibly by region as well.
The point of evaluation is to learn as experiesagained. SAPARD plans are not an exercise
in central planning but more of an indicative sta¢at of intent based on good analysis and
clear objectives. It should also be acceptabl@ubtogether measures which would not
require or be allocated a major part of the fundiag which might in some situations make
all the difference.

3) Allocation of SAPARD funds

A whole set of issues need to be considered inatuttie need to accept that flexibility during
the seven year plan is essential as experienceeanfsngrows, new needs emerge and actions
are effective.

Within the next few weeks , if only for national dget preparation purposes, responsible
Ministries will be making preliminary guesses a¢ thudgetary proportions for each of the
chosen measures under SAPARD.

The first split is that between the three SAPARIDiies. The quality and health measure

could perhaps be most easily estimated in ternabsblute costs and therefore be top sliced
with an equal split between market efficiency measwand job creation. (Alternatively there

could be a simple three way split between theriies.)

The next division is to allocate measures to eawrify. The quality and health measure is
unique and is justified for its effects on tradenasing priority.

It is suggested here that farm (agricultural hajdinforestry and food processing investment
are distinctly market efficiency measures and mageshould be operated on a horizontal or
country wide basis. Other market efficiency measwould include land improvement and
reparcelling along with land registration, agricu#tt water resource management, producer
groups, farm relief and farm management services emvironmental production methods.
These may also be horizontal measures but in kleafarm they take and the likely uptake
will depend on local conditions, some form of gesategional involvement may both be
requested and be desirable.

It is suggested that for discussion purposes timatfarm and food processing measures are
allocated 80% (misusing the 80/20 rule which reeseg the law of diminishing marginal
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returns and states that normally 20% of resourch®aes most [80%] of your objectives) of
the available funds split equally between themhiite remainder split equally between the
other measure that are included. Producer growyesiing in storage or processing should be
within the 80% investment envelope.

The private contribution of the beneficiaries miglat varied by region and according to the
demand for assistance. It might be set initialy78% with a lower rate for environmental
production methods.

It is suggested that the job creation priority utd the measures of development and
diversification, vocational training, improvementf aural infrastructure and village
development. These measures should be implemastizd as possible at a regional level.

The split of funds in the early part of the plan 8% for the two measures i) rural
infrastructure and ii) development and diversifi@zat in equal amounts with the proviso that
the latter measure applies to all small rural besses. Infrastructure is likely to be favoured
by local authorities and thus might warrant a higbentribution from their funds than the
suggested 50/50 rate.

As the capacity of service providers grows durihg tourse of the programme, funds
committed to infrastructure could be shifted awaynf physical types of infrastructure and
more towards human capital creation. While theightrbe queries concerning the potential
efficacy of village development measures it shdaddemembered that quality of life in rural
communities is an important element in attractingestment from outside regions and
retaining investment which is financed locally.

There remains the split of funds between regionghvimight include an overall envelope for
horizontal measures (excluding health and qualkpeaditure). Whereas the objective
criteria contained in title 1l Article 7.3 of thdraft regulation was suggested as a basis for
allocation with equal weight being given to farmimgpulation, agricultural area and
GDP/head, this does not fit too well with ideaswfal development. Thus job creation will
be more urgent in rural areas with high unemployinaewl if targets, such as the development
of small farms are set then the allocation of fusitisuld take account of this.

4) Preparing the programme

There is much to be positive about in the very tstimre period that is available for preparing
for SAPARD. Not least is the fact that separatganrsations are fully briefed about the
initiative and are thinking and acting seriouslyli® ready in time. Examples include the
impressive network between Ministries, between MAdittl the Commission, between the
Ministry and FAPA and perhaps most surprising of thie relationship between the
Government of Poland, the EU and the World BankgiBnal governments are now in place.

That is not to say there are no tensions, but ttessg#ons have to be judged in relation to the
job to be done and the objectives to be fulfilled.

Another main achievement is the state of the docwatien of the NPAA and the Rural
Strategy along with other papers and views on tawira of the rural and agricultural
development problems in Poland. These set out thleaisest options are, though not as yet
in the detail required for the SAPARD plan or ind¢lee Polish budget for next year.
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4.1) Institutional matters

| found in most of my discussions much anxiety dbostitutional matters. Some institutions
have clearly designated responsibilities such ethBpaying agency or paying body role.

The World Bank proposals show how the Ministry ofrigulture is in the National
Partnership Chair role and the time is ripe to mesthis role in a more forceful way.

On Institutions there are some well recognisedqiples;

First, thatwhat is to be doneshould determine the organisational form. Sectmat, given
the diversity of the rural and agricultural sectdrswill be necessary to have agually
diverse structure for decision making and operatidbhe French case is an illustration of this.
A monolithic structure may not work so well.

Third, and this point is so much more importanteafrecent news from Brussels,
accountability, transparency and counter balant@swer structures are essential.

Four, partnerships may not work as there will bgaarisational interests to protect.
Membership of partnerships should consist of ohbsé institutions with money to spend or
with skills, such as training, to impart.

Fifth, representation of intended beneficiarieaigmportant ingredient of success.

Sixth, there should be strict separation of finahfuinctions and decision making on project
proposals or even advice on these.

Seven, a point was made that partnerships mightsdieup in a way that replicates
democratically elected bodies. The point needsb¢éomade that all organisations are
accountable to Government and act on its behalf.

Thus if the proposed paying agency (body) is toehather roles in SAPARD there will be
pressures to “mismanage”, and the public percemioatd be distorted unless effective means
are available to ensure transparency such as d#olas of interest.

The tasks of the paying body will be even moreidlitt in the future as a result of the current
problems in the Commission and sufficient resoutoeto the job will be needed if very large
sanctions are to be avoided. If different taskstarbe managed by the same organisation then
the differentiation between distinct divisions atie reporting arrangements to Ministries
have to be clear. The Ministry of Agriculture domeet want to be in a position of
responsibility without authority. The view was egpsed in several meetings that the
Ministry wished to run SAPARD all on its own. (Bhinay not be fair but it is a perception).

All the above are outside my main brief but they pertinent in that one of the main aims of
SAPARD is to learn the mechanisms of the Structdwalds. One of its principles is
partnership between organisations and with stakeholders. réagon for this is clear enough
in that there is complementarity in the functiof®@anisations in meeting the needs of rural
beneficiaries. For example, any investment progranmragricultural or food processing will
require training of staff for full effectiveness te achieved and so other Ministries are
involved through necessity. The same issue h&® teesolved at the regional level too. At
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the staff level the lack of partnership result€@ampetition, or worse, a lack of responsibility
or simply waiting for directions. The fact thaktk is an effective informal network of most
of the National organisations with a potential cidmition to rural and agricultural
development is thus a substantial achievement lamdd be built on and emulated at regional
levels.

Partnership with the regions is also most importaral aspects of SAPARD beginning with
consultation and planning (assistance was givehdrpreparation of questionnaire for use in
the regional consultation exercise - see Appendix Clear lines of communication and
authority at the national level will be helpful ttee regions as well as the informal networking
that has begun. Thus I fully support the regi@®hinars and even if the questionnaire does
not work too well initially in setting out strategy, at least the message of intent is clear.

The point of having a meeting with all regional negentatives before the SAPARD plan goes
into decision mode in Poland and the EU, which wseussed in your department, was well
taken. The idea of having some sort of regionptagentation on the National partnership
decision body was discussed in our meeting with ARM

The task of the Ministry and regional partnerships resource implications and this needs to
be recognised. An attitude of dependence was fdaonthat the Ministry is apparently
expected to organise most activities (and everlugtence to lobby). It is an important job
and again resources will need to be found to deeif on a continuing basis possibly by
FAPA.

The question of the banks role in SAPARD was mewstib They have a commercial role as
lenders and thus I think they should not be giveyn @ecision making power in SAPARD
since they would have a split interest. They wobkl most useful for information
dissemination and would of course be holders ofebeiaries accounts. They could
contribute to local partnerships as they could helpensure commercial realism in any
assistance to commercial beneficiaries. But tieratie, in my view they should not be part of
any decision making process.

4.2) Co-financing

Splitting the financial pie is an urgent task asveh by the questions from the Ministry of
Economy in order to work out the call on centratigetary funds for co-financing in next
years budget. Questions posed on co-financing vedethe answer in the Ministry of
Agriculture that it would not drive the choice aextent to which various measures could be
supported. It clearly is some sort of problem fratmat | could understand from Mr.Zuber of
the Ministry of Economy. The message from a semember of a regional government was
that ARMA currently held most of the co-financingoney for most of the SAPARD
measures which could hinder the intent of the Guwent to implement regional decision
making. The role of ARMA in regional partnershipghus important.The actual measures
chosen and the degree to which they are to be fineed by sub national authorities needs
clarification now. It should not be a constraint (it might proveb®) but where the co-
financing will come from is not clear.

At this stage it is not absolutely necessary tat $phds between regions unless regional co-
financing funds have to be allocated accordingattonal strategies which include such detalil.
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Mr. Zuber also emphasises the relationship betwesious EU funds and this too is an
important matter for the Ministry of Agriculture be clear about.

4.3) Evaluation

The impossibility of planning for seven years ahaad the need for flexible responses does
highlight the importance of evaluation and is segkin the draft regulation. The experience
of current EU structural funds is that changingiplas difficult. | would strongly recommend
that this task is given more emphasis both in disicins with the Commission (flexibility is
required ) and internally (a system including blase statistics and well defined performance
indicators as well as clear functions and reporisngut in place with resources).

| found some confusion over statistics in that iscdssions over a draft paper from SAEPR
the question arose of funding. | promised to réisds there a contract with SAEPR or at
least some one to work on the statistics®ne of the urgent issues is the definitiomwohl
areasand the precise locations where regional measuitebe operative. This will need to
be discussed with the regional authorities as loresmaps are always sensitive and subject to
disagreement.

The NPAA will be revised later this year so theotgsing and sequencing of the tasks and
funding will need some estimation. Despite thetten priorities | would give priority too
those aspects of the acquis that influence trade, development of markets and those
fundamental steps such as preparing for IACS tleatlee basis of the CAP (and will also be
in my view the basis of any policy for Poland evkit does not join the EU). Health and
safety in agriculture(which was raised by the Miyisof Labour) in view of the number of
accidents on farms might well be added to this list

4.4) Information

SAPARD will give incentives to those who wish tovd®p. It is important for intended
beneficiaries to have access to sources of infeomaind advice about these incentives. Such
information should be within easy reach of sayfatmers. This customer based view of
implementation raises another institutional pointthat ARMA in putting in place the
administration of IACS will need a system of loeata offices. Such offices could therefore
be started by assisting in the implementation oP8RD. However, the situation could
therefore arise where ARMA has the co-finance flarge number of measures, they are the -
paying body/ implementing agency and are the fpeint of contact for many local
beneficiaries.

Comments on this would include the need to stré®s deparation of approval from
implementation, the need to ensure that reporsrtg the Ministry with the responsibility for
SAPARD and the need for creating effective, nonlsgine, partnerships, both nationally and
regionally.

In terms of access to information, the view is wfteade that beneficiaries can be confused by
a multiplicity of points of contact and there shiblle a single source or “one stop shops”.
This institutional debate often neglects the fdwt tdifferent institutions need to be well
networked and to co-operate in meeting the need# béneficiaries.
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Appendix 1a.

QUESTIONNAIRE FOR REGIONAL SEMINAR

o0 w >

To obtain their views on the most important mgas for their regions

To get their views on measures to be used

To get their views on relative funding for theasures

To give them an opportunity to put forward withjective evidence, special cases for their
region.

MAKE CLEAR

No o~ DdRE

Assistance is for Rural and Agricultural peaplgour region (what should be done first).
Assistance is mainly for pre accession preparati

Opportunity for them to learn “Structural fungfocedures.

Need to be extra or additional action.

Action should change things not cover them up.

In their collective interest to facilitate pregp@on and negotiation of the plan.

Has to fit with other plans for whole region ameéasures should fit or complement each
other.

Public finance for mainly public services (that private sector unlikely to finance
proposed actions).

Need short term priorities and longer term otzeplan a sequence of actions over a 7
years programme.

10. Plan has to be finished by the end of June.
11. All regions are to be consulted.
12. Commercial beneficiaries will be expected tatdbute their own funds (probably at least

1/2).

The following questions to be answered in sequence.
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PROBLEMS

Action must solve problems, and be shown to haveedo by the production of “measurable”
or verifiable indicators e.g. additional jobs, nianbf people trained, miles of road or pipe.

For the following problems in your regions agricu#tl and rural communities, rank the 5
most important (in order of importance) short tema long term problems.
(1) = most important
(2) = least important

comments/eprJinat

L.P Problems short term long tern
ion

1. Rural unemployment

2. Farm underemployment

3. Lack of education of rural population

4. Availability of education

5. Quiality of public services: health,
transport, telecommunication, water,
drainage

6. Markets of Agricultural Products
outlets, storage, processing

7. Low farm income

8 Supplies of Agricultural Inputs
(availability, quality, price)

9. Poor information

10. knowledge and skill of farmers

11. Lack of business opportunities

12. Co-operation between farmers and
business people difficult

13. Health of rural population

14, Erosion, floods, ..............

15. hardship of some social groups — old,
young, women

16. Banking and credit services

17. knowledge of assistance — funds,
advice

18. Others specify

19.
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Given the most important problems you have idesdifiindicate those actions from the
following list, which you support in the short te(first year) over the longer term (some time
in next 7 years).

In order for us to get some guide to priories ugg)dor those action you see as having high
priority and a (2) for those action which are lasgent but still important.

PLEASE DO NOT INDICATE MORE THAN20 ACTIONS.

EXPENDITURE ON EACH M EASURES

Give that you have ticked actions within 14 broasbsures.

For each measure in which you have selected aonaetiocate in percentage term the
approximate funding weight you would give to eaclpieferably a pie chart or in a list.

A) Short term (1 year)

B) Long term (7 years)

Particular characteristic of your region

1. Current “Rural” and “Agricultural” projects iny our Region, list and describe.

Description
Start data |End Data |Finance |Organisation

Aims Institutions | Location

1. Experience of above projects

Will these projects be continued?

2. Statistics for your region (See AIDE MEMOIRE)
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3. SWOT analysis of your region

strengths
Within region

weakness

opportunities
External to region

threats

GUIDANCE

Try to show in your answers approximate estimates o
1. size - a number of people, institutions, momegjects
2. where - e.g. towns, rural areas, gmina

3. when — past dates, trend rates, forecasts

4. who/which — sectors of society (industry)

5. In view of above, show how your choices of actis are justified.

77




APPENDIX 1. MEETINGS HELD DURING MISSION IN MARCH

Monday 8" March

Project brief.

Meeting with Dr. Andrzej Halasiewicz Director ofd?Accession Aid, Min. of Agriculture
and Ms lwona Lisztwan, FAPA

Tuesday 9" March
World Bank Rural development proposalsMeeting with dr Mariusz Safin, Agricultural
Sector Operations Manager

Coherent policies
Meeting with Mr. Jacek Szlachta (Director) and Miotr Zuber of Directorate of Regional
Development Department, Ministry of Economy

Financial Arrangements
Meeting with Mr. Piotr Tworos (Director) and Ms Aigska Bryl of Ministry of Finance , EU
Funds and Budget Department

Experiences of Matopolski Programme
Meeting with Mr. K. Mysinski, FAPA

Cofinancing of SAPARD
Meeting with Ms. Aleksandra Szgjowska, Director of Finance, Ministry of Agriculeur

Wednesday 18 March

Coherence between SAPARD and other policy instrurtsen

Meeting with Ms. Grazyna Gesicka, Under Secretdrstate, Ministry of Labour and Social
Policy

The role of ARMA

Three hour meeting with vice president, Michal Walcand senior staff including Ms Agata
Zdanowicz, Deputy Director of Analysis and Prograeniivision, European Integration
Section

Rural development initiatives and priorities.
Meeting with Prof. Jerzy Wilkin, Dean of the Depaent of Economics, University of
Warsaw

Statistics, choice of regions and indicators
Meeting with SAEPR staff
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Thursday 11" March
Consultations and regional seminars
Meeting with all staff of Pre-Accession Assistamiesctorate

SAPARD and the budget of the government of Polandluding co-financing
Meeting with Piotr Zuber of Ministry of Economy

Meeting with Director of FAPA, Jacek &ferski

Friday 12" March

Regional Consultations

Meeting with senior staff of Voivodship and Mardisloffice of Malopolska region in
Krakow

Role of regional government
Meeting with Janusz Sepiol, vice president of tioaf8 of the Malopolska region

Meeting with representatives of the Chambers ofidure and the ODR'’s in Malopolska
region about their role in SAPARD.
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APPENDIX 1.B.

REPORT

VOIVODSHIP CONSULTING
QUESTIONAIRES FOR THE SAPARD
PROGRAMME
- summary of results

by Anna Andrychowicz
Agricultural Policy Analysis Unit (SAEPR)

Warszawa, July 1999



Introduction

The consulting questionnaire was sent to the Méiss@dfices by the Ministry on Agriculture
and Food Economy in May 1999.

As MAFE is intended to construct Operational Pragre for SAPARD it was necessary to
begin the regional consultation process with a viewproviding the guidelines for the
Ministry that would enable the selection of prie#t from the SAPARD programme.
Accordingly, in the first stage of the process,tedn seminars in all voivodships were
organised in co-operation with the Marshal's OfficeDuring each seminar, on the
presentation of the EC structural policy essentrakhe introductory section, the participants,
who were organised in groups, were asked to stlecSAPARD priorities.

The questionnaires sent to the Marshal’s Officésr diishing the seminar cycles aimed at
the formalisation of the priorities selection. Apfiom the selection of a number of measures
from among the several listed in the SAPARD progren viovodships were asked to
perform the analysis of strengths, weaknesses,rappties and threats (SWOT analysis), and
to draft the guidelines pertaining to the apprdwiaof the SAPARD measures and the co-
financing of activities.

Furthermore, the Ministry queried about the advare® of regional strategies development
(particularly the component pertaining to agrictdtuand rural areas), the existence of
fractional strategies, the listing of strategiciabpartners, and the experience of a region in
the earlier implementation of aid programmes iraresa.

This report comprises the part of the questionntie¢ deals with the SAPARD priorities
selection and the SWOT analysis.

PART |
Description of strengths, weaknesses, opportunitiesd threats.

The analytic section of the questionnaire compgisthe SWOT analysis is the most
thoroughly prepared part. Numerous voivodshipsuitiet! next to descriptions the statistical
data that portray specific phenomena. These aspedial value to the Ministry considering
the difficulties in preparing the data in the nedmeénistrative division of voivodships.

However, there is lack of the links between thdyamig contained in the questionnaire and the
selected priorities, particularly between weakngss®l the actions put forward for respective
priorities. These actions should exhibit the wdl gtrengthen the weaknesses in agriculture
and in rural areas.

A. STRENGTHS

As strengths most voivodships indicated good clicnednditions (climatic and soil-related)
for agricultural development. As strengths all oegi designated scenically attractive land
which fosters tourism and agri-tourism (with saitavater free from pollution).

In most of regions natural resources have beertgmbio as an opportunity.

Geographical location is viewed to be a strong tp@sifactor, particularly in the regions
located in proximity to national borders (both wastl east), but also in central voivodships.
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The crossing in the voivodship area of importamhgnication routes (rail- and motorway)
may also be employed to the advantage of regioea&kldpment. Central voivodships
emphasised the existence of a dense road netwdrihae the communicational accessibility
of their regions.

Other strengths indicated were:

- proximity to big urban conglomerations or wellvééped network of cities and towns
(the existence of sales markets);

- existence of natural resources base — high lgivelant and animal production as well as
land and production capacity that may foster prédadncrease;

- supply of cheap workforce;

- well-developed base of agricultural education asslistance (schools, assistance centres,
educational potential);

- high agricultural culture and agricultural traolits in a region, cultural and historical
heritage of rural dwellers;

Apart from the above mentioned strengths that @atelbmed “universal” (occurring in most
voivodships irrespective of their location) sompitglly regional features have been pointed
to (in one or a few voivodships located in geograpldjacency) such as:

- emphasis on the better-than-country-average reaiucluding better agri-structure (more
numerous territorially extensive farms in the wasPoland), better age structure of rural
dwellers, better average qualifications of ruraletlers, better market infrastructure
development (stock markets, wholesale markets, foodessing base) best forested land
in Poland;

- awareness of the necessity to undergo restragtun agriculture and in rural areas,
activity of local circles, farmers self-disciplime organising themselves, group activity;

- developed ecological agriculture / integratedcadpure

- fish production

Experience of the Matopolskie voivodship in aid gnaammes implementation must be noted
as the strength of the region.

B. WEAKNESSES

Weaknesses listed for all regions were similarodder of the frequency of occurrence they

may be set as follows:

- poor agri-structure, overpopulation, structuna¢onployment;

- low education level;

- poor infrastructure;

- low income level of farms;

- lack of indispensable investment in farms, dejpted assets, lack of ways to accumulate
capital;

- poor processing base in the agri-food sector;

- poorly organised market, production fragmentation

- undeveloped agriculture environment (serviceistesce);

- lack of employment for farmers who leave the sect

- lack of specialisation of farms

- predominance of poor (acidified) soll

The following have been regarded typically regionabknesses:
- industry-induced environment degradation
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- flood hazard

- poor water retention and/or scarcity of water

- post-PGR property: people pauperisation, lackahagement strategy;
- poor climatic conditions for soft fruit productip

- collapsing industry — growth of unemployment

In comparison to strengths it can be summarised tthere are more similarities among
regions in describing weaknesses, which are siraitanss the whole country irrespective of
geographical location of regions.

C. OPPORTUNITIES

The most outstanding opportunities identified @ameofder of the frequency of occurrence):

- tourism base, tourism and agri-tourism developgmen

- local products promotion, both in domestic anebiign markets, export opportunities;

- border-close and transit location; proximity withmmunication routes;

- receptive eastern markets, with particular denfandairy products;

- foreign co-operation prospects — interested itoresexchange of experience;
development of employment-demanding production;
world tendencies being of advantage to the countimgalthy food in fashion, ecological
and integrated agriculture, rural living in fashion
circles activation — change of approach, group afidiation organisation; well-
functioning municipal and local governments

D. Threats

The most frequently listed threat has been poonamic condition (scarcity of financial
measures) of both local governments and rural éwsel{especially farmers). Lack of own
government measures has been regarded a limitatioime development of infrastructure.
Low and continually decreasing farmer income imsag a result of uneconomic agricultural
production. With farms being underdeveloped thauasibn is aggravated by lack of
investment capital for modernisation. The secondtrfrequently recorded weakness has been
lack of stable national policy being at the sammetiprotective towards rural areas and
agriculture. The national policy lacks unemploymand land management strategy. Also, the
threat of buying out land has been pointed at. dina@ysis quotes threats originating from
inadequate national policy in the area of agrigelturhis, in turn, results in poor market
protection policy, influx of competitive westernofd, lack of legislation pertaining to
producer groups or land circulation, lack of loansl guarantees.

The following have also been regarded threats:

- unstable economic and political situation in easmarkets;

- education system not tallying with the marketdsee

- statistically lower evaluation as compared withep voivodships
- flood hazard

- farmer conservatism (in Podlaskie voivodship)

PART Il
Selection and description of priorities
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Voivodships were asked to indicate five out of ftifeeen (fourteen rather if technical
assistance is not considered) SAPARD prioritielsath, short- (within the first three years of
the SAPARD programme operation) and long-term ptsges (the ensuing years). Some
voivodships, however, selected more than the recemded five priorities; hence there are
discrepancies in numbers in the listing (see thkethelow).

In addition, three voivodships misunderstood thatrurction as regards the filling out of the

guestionnaire. This resulted in their selecting tWfterent sets of priorities for the short- and

long-term perspectives (as a result all 14 or atrahsSAPARD priorities were selected). The

listing pertaining to the selection of respectivgties is enclosed in the table at the end of
this report.

As regards the priorities descriptions, most of ¥thezodships took advantage of the list of
possible activities attached to the questionnaireich resulted in the descriptions being
general and schematic followed by lack of speabtutions or proposals. Most voivodships
rewrote the list content without making a selectwamich does not allow to decide about a
hierarchy of activities concerning, for instanadrastructure (what is more important — roads
whether sanitation of rural areas?) There occumeidtakes resulting from lack of
understanding of the instruction. For instance,ahswer to the question about the scope of
activities was “the whole voivodship”. Proposals $ome of the activities cannot be regarded
as guidelines, since they are not allowed under/ AP (e.g. in the forestry priority forestry
offices financing has been proposed).

It is worth noticing that some of the proposed\aitéis appear under different priorities (e.g.
common machinery usage appearm farm investmentand support for producer groups
priorities).

A. ON FARM INVESTMENT

Designated by 12 voivodships (apart from the KufpwBomorskie, Opolskie, Podkarpackie
and Zachodniopomorskie voivodships), of which 8vedships decided that the priority
should be implemented in the short-term perspecfi@e— that it should be in a long-term
perspective, and 6 — that it should be in both pemtves. In order of the frequency of
occurrence this priority has been listed as thorth, and fifth.

Objectives:
* Quality improvement of agricultural production;

* Income enhancement — lowering of production costs;

* Modernisation of agricultural production

» Establishment of specialised farms indispensabslgraduct-oriented production;
* Improvement of standard and aesthetics of farms;

Beneficiaries: Individual farmers, in particular migers of producer groups

Activities proposed:

- Investment in direct marketing;

- Diversification of farms;

- Investment in buildings — enhancement of hygigme handling of animals;
- Programmes for young farmers;
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- Agri-tourism;

- Machinery purchase;

- Investment in the development of environmentridig activity: waste management, slabs
for stable manure, liquid waste tanks (liquid ma)yuand fertiliser storage;

- Training in economics and management;

- Investment in fisheries;

B. IMPROVEMENT OF PROCESSING AND MARKETING OF AGRICULTURAL PRODUCTS

This priority has been designated by 14 voivodstapsrt from the Dolniaskie voivodship),

13 in the short-term perspective, 12 in medium-tparspective, 10 in both perspectives. The
priority has most frequently been listed as thirdl dourth. The Kujawsko-Pomorskie and
Wielkopolskie voivodships indicated the prioritytime first place.

Objectives:
* Quality improvement of products;

* Introduction to and promotion of products on lacadgional / domestic / foreign markets;
* Development of processing base and market infretsire;

* Plant modernisation;

» Establishment and rationalisation of sales oppdras)

* Adjustment to the EC standards;

» Competitiveness enhancement;

* Increase in the added value of products;

* Promotion of employment;

* Adjustment of production to market preferences.

Beneficiaries: food processors, individual farmers / members oddpcer groups, co-
operatives.

Activities proposed:

- Support for processors (taken generally, allssoft processing were indicated with no
specific activities proposed);

- Quality-enhancing specialisation on farms prodgaeaw material;

- Production checks — veterinary and sanitary odntr

- Production lines modernisation;

- Aid for farmers who want to purchase machinergt agquipment (milk, pigs, cows, seed
production)

- Training in marketing and adjustment of productio market preferences;

- Support in the field of trade shows and displagicipation, local production promotion.

C. VETERINARY AND PHYTOSANITARY QUALITY CONTROL

This priority has been indicated only by the Pdkikasvoivodship in the medium-term
perspective and has been listed as fourth. It bedingess to the fact that the enhancement of
structures of gterinary and phytosanitary quality control is @itplly federal and not regional
activity.

D. ECOLOGICAL PRODUCTION METHODS
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This priority has been indicated only by 8 voivogsh TheSlaskie, Warmhsko-Mazurskie,
and Swigtokrzyskie voivodships selected the priority in steort-term perspective (listed as
fifth and sixth), Opolskie, Matopolskie, Pomorskiand Podlaskie voivodships — in the
medium-term perspective (listed as sixth). The kiglz/oivodship selected the priority in
both perspectives (listed as fourth).

Objectives:
- Ground water protection;

Melioration;

Specific landscape qualities protection and naemalronment protection;
Retention of specific character of farms;

“Healthy food” production

Beneficiaries:rrural dwellers / farmers, municipalities and posjatational parks, ecological
organisations.

Activities proposed:

- Propagation of agricultural operation having pesiinfluence on the environment;

- Retention of extensive agricultural production;

- Landscape qualities preservation;

- Fertilisation reduction — establishment of féstition plans, keeping of documentation;
- Protection against water pollution;

- Manure tanks;

- Unproductive area management (swamps, rocky jand)

- Packaging, certification, standardisation of prctd originating from one area.

E. DIVERSIFICATION OF ECONOMIC ACTIVITIES IN RURAL AREAS

This priority has been indicated by all 16 voivogsh 15 — in the short-term perspective
(apart from theSlaskie), 13 — in the medium-term perspective, and—1in long-term
perspective. It has most often been listed as skd¢bimd, and fourth.

Objectives:

» Stabilisation and additional sources of incomertwal dwellers;

» Service sector development, better access to ssrinaural areas;
* Unemployment elimination;

» Economic activity enhancement;

» Diversification and conversion of production.

Beneficiaries:rural dwellers, legal entities, service companggj-tourist agencies, poviats,
unions of municipalities

Activities proposed:

- Living and production assistance;

- Raw materials processing;

- Tourist infrastructure and projects linked withutist activity;

- Machinery lease;

- Handicraft;

- Organisation of traveller assistance and agnisouinformation centres;
- Establishment of training centres — training mrepreneur skills
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F. Substitution system on farms

None of the voivodships designated the priority.

G. SUPPORT FOR PRODUCER GROUPS

This priority has been designated by 14 voivodsligpart from the Kujawsko — Pomorskie
and Zachodniopomorskie voivodship), 13 in the shemrn perspective, and only 2 in the
medium-term perspective, that is, Podlaskie, andisbge, which selected this priority in both
perspectives. Apparently, voivodships clearly ustierd the necessity to establish producer
groups but at the same time admit that such pratessid be supported only initially, that is,
for only the first 2 or three years of the SAPARDgramme operation.

Objectives:
- Strengthening of agricultural producers, operala@onsolidation;

- Quality improvement of production

- Sales market establishment — links between ptamtuand processing;
- Intermediary elimination;

- Establishment of original markets;

- Access to market information.

Beneficiariesfarmers, handicraftsmen, producer groups.

Activities proposed:

- Producer groups establishment (production of millestock, fruit and vegetables, crops
and oil plants, bee producfish, handicraft, ecological products);

- Training in marketing;

- Establishment of Market Information Centre;

- Technical and legal assistance.

H. RENOVATION AND DEVELOPMENT OF VILLAGES

This priority has been indicated by 11 voivodshis; in the short-term perspective, 8 — in
the medium-term perspective, and 3 — in both slaord- long-term perspective (Podkarpackie,
Kujawsko-Pomorskie, and Zachoniopomorskie voivogshilt has been listed as fourth, fifth,
and sixth.

Objectives:
- Retention of cultural identity, customs, and itiad of a region;

- Fostering of public functions of municipalities;

- Enhancement of landscape qualities;

- Improvement of rural aesthetics;

- Improvement of attractiveness to potential innesit.

Beneficiariesfarmers, municipalities, cultural centres, affilms, foundations, villages.

Activities proposed:
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- Cultural heritage support;

- Public and social infrastructure support;

- Production infrastructure support;

- Improvement of living conditions;

- Environment infrastructure improvement;

- Protection of areas with significant tourist daddscape qualities.

|. IMPROVEMENT OF LAND STRUCTURE AND REPARTITION

This priority has been designated by 4 voivodshifpge Dolndlaskie voivodshipindicated it
in both term perspectives, whereas the Lubelsiggtokrzyskie, andSlaskie — only in the
medium-term perspective. It has been listed adiaand fifth.

Objectives:
- Facilitating the sales and purchase of land;

- Rational production space establishment.
Beneficiariesiocal governments of municipalities, poviats, aod/odships.

Proposed activities:

- Land integration (merger) and land exchange;

- Improvement of natural environment and culturablgies as compared to the present
state of affairs;

- Complex municipality organisation.

J. LAND REGISTER ESTABLISHMENT

This priority has been designated only by $wdctokrzyskie voivodship in the medium-term
perspective.

K. VOCATIONAL EDUCATIONAL IMPROVEMENT

Vocational educational improvement has been deemedssary by 11 voivodships, 9 in the
short-term perspective, 6 — in the medium-termgemsve, and 4 — in both perspectives. The
priority has been listed as fourth and fifth

Objectives:
- Education directions — adjustment to the needsrefjion;

- Improvement of level of education and knowledge;

- Change of employment in case of the unemploypbfessional reorientation;
- Promotion of economic approach towards agricaltproduction;

- Change of mentality of agricultural producers;

- Implementation of agricultural accounting;

Beneficiaries: individual farmers, ODRs, educational >>>>>, Chansbof Agriculture,
Vocational Educational Centres.

Proposed activities:
- Development and establishment of economic assisteentres;
- Permanent educational centres;

88



- Training in production reorientation, effectivarin management, organisation and
management of specialised farm, production in limgh environment protection
standards;

- Adult education;

- Propagation of knowledge about EU;

- Training in agri-tourism and agri-business;

L. | MPROVEMENT OF RURAL INFRASTRUCTURE

This priority has been designated by all voivodshijisted most frequently as first and
second. All but the Wielkopolskie voivodship sedgttthe priority in the short-term
perspective, whereas in the medium-term perspeetivbut the Podlaskie, Lubuskie, and
Swictokrzyskie selected it.

Objectives:
- Improvement of standard of living in rural areas;

- Improvement of attractiveness of rural areasaieiptial business investors;
- Improvement of the environment;

- Balancing of development disproportion;

- Economic activity enhancement.

Beneficiaries: municipality inhabitants, legal entities operating rural areas, local
governments, municipality unions.

Proposed activities:

- Roads

- Water supply;

- Waste treatment facilities;

- Sewage systems;

- Stable waste utilisation;

- Telecommunication;

- Electricity installation;

- Alternative power sources (windmills)
- Gas systems installation;

M. W ATER RESOURCES MANAGEMENT

This priority has been designated by 6 voivodshipse Podkarpackie, Pomorskie and
Zachodniopomorskie voivodshigsointed to the necessity of implementing the ptyom

both short- and long-term perspectives (all lisiedas sixth), whereas the todzkie,
Wielkopolskie, Warmisko-Mazurskie, an8wigtokrzyskie - in the medium-term perspective.

Objectives:
- Improvement of water balance;

- Improvement of small retention;
- Protection against flood;

- Enhancement of recreation;

- Water purification.

Beneficiariesmunicipalities inhabitants, water companies, mipailities.
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Proposed activities:

- Building new or reconstructing existing irrigatisystems;
- Construction of water reservoirs;

- Investment in water quality improvement;

- Draining land

N. FORESTATION
Forestation enhancement has been indicated byvodships: Podkarpackie, Matopolskie,
Pomorskie, Podlaskie, Lubuskie, Wafisko-Mazurskie an8wigtokrzyskie.

Objectives:
- Marginal and unused land management;

- Increasing forest area;

- Improvement of water balance and climate;
- Restoration of raw material sources;

- Elimination of unemployment;

- Enhancement of income.

Beneficiariesfarmers, wood processors, forestry offices.

Proposed activities:

- Production of forest school materials;

- Marketing and processing of wood and forest resss)
- Forestation of poorest soill

O. Technical assistance

Technical assistance is deemed necessary by theskigb(in the short-term perspective) and
Opolskie (in the medium-term perspective) voivogshiThese expect financing of the
activities promoting the SAPARD programme (inforroat campaign), preparation,

implementation and monitoring of projects, preparadf project surveys.

PART IlI
Financing

Varying the rates of aid
In most cases voivodships indicated the possiliditgiversify aid within a given project.

Aid diversification has been proposed as basedh@halowing essential criteria:

1. Geographical diversification — most extensive far areas being in a disadvantageous
situation, in danger, with poor water balance, wdtgraded environment, for selected
municipalities / poviats with income per inhabitéower than average.

2. Subject diversification — more extensive aid tlee unemployed, members of producer
groups, warehouse owners, individual entreprenaunidegal entities establishing jobs.
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3. Diversification based on economic criteria peitey to the project: cost of establishing
one new job, number of jobs established, abilitgffect an undertaking, amount of own
contribution.

Division of funding among measures
All voivodships proposed that the most aid shoutdspent ortechnical infrastructure —
from 25% of the whole aid up to 50 or even 70%.

The second but one has bdead processing- voivodships proposed that from 15% to 35%
of the whole aid should be committed to this ptiori

On farm investmentanddiversification of economic activities in rural ass should obtain
form 5 to 15% of the aid.

To supportproducer groups, vocational educational improvemegrmind renovation and
development of villageBom 5 to 10% of aid should be committed.

It has also been proposed that the rest of theitaesi should be granted up to 5% of aid.

Final remarks

It can be concluded on the basis of the consutjuestionnaires that problems that agriculture
and rural areas face have been perceived andgaelesl as priorities in most of voivodships.
As it appears in the guestionnaires, the developragategies are under way and will be
finished — at the latest — within the first quamdéithe forthcoming year. The draft versions of
the strategies can be expected by the end of the (ave that the SAPARD activities are
required to be in line with respective strategiess worth considering the application of
guestionnaires for the formulation of the strateda respective voivodships.

In the majority of voivodships there are alreadycfional strategies, which can be utilised as
the base for the final versions of strategies. Agknto account the fractional strategies — in
most cases, these are development strategies Ifir Voivodships or, for example, surveys

summarising aid programmes — ensures continuitiienmplementation of the development
policy, which influences positive evaluation of grammes by EU.

It has emphasised to the advantage of voivodslhgs the majority of them have already
implemented aid programmes within UE measures hBxperience in the implementation
of aid programmes (despite slightly different rjjesontacts made with institutions, local
administration knowledge of the EU requirementstgeing to projects will be helpful in

formulating motions submitted to SAPARD and will laplicable in establishing the
programme administration system.

The listing of social partners attached to the tjoesaire by regions will also be of value to
the Ministry of Agriculture and Food. Partners while helpful for organising information

campaigns and consulting activities. On the bakth® listing of institutions designated by
regions as important and co-operative in the fadlégriculture and rural development it is
easier to propose, for example, selection and gr@ealuation mechanism, composition of
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regional steering committees and to realise thatetlis prospective assistance capacity for
preparing projects for beneficiaries.
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ASSESSMENT OF RURAL DEVELOPMENT MEASURES

Department of Co-ordination of Pre-Accession Assiance and Structural Funds.

Measure %SAPARD Funds 2000 Sub-Measures
Infrastructure 40 -
Diversification 5 -

Farm Investment 15 -

Food Processing 40 -

? Agroenvironmental
Technical assistance

Recommendation Producer Groups be a part of tlasune - farm Investment

INTRODUCTION

1) Thank you for your time and patience

2) Privilege to be involved - my comments are alibnes and to be used as an input to the
debate. But | have tried to be decisive and hémaay be controversial! There is much
urgency.

3) Many of my ideas do not fit with administratiggstem. But it is possible to solve this
problem in the acquis - SAPARD is written very wide

4) Structure begin with a list themesfollowed by comments on eacheasure

1 THEMES
Recomendatioh Justify all proposals according to contributiom tobjectives
PUBLIC/PRIVATE

* Market Failure e.g. competition, market informatigrading

» collective action e.g. producer groups, infrastuet training

» social objectives e.g. disadvantaged groups/regexhscation, small farms, rural women.
» environmental protection e.g. groundwater, erosion

» setting up regulatory mechanisms e.g. diseaseatpfdod quality

R? focus SAPARD on Public Investment

TARGETTING

* e.g. specific target of bring slaughterhouses/dalemts to EU standards

fits with EU (and potentially third country) trageeoblems and Polish constraints
fits with dairy farm investment measure.

BUT - other sectors?



* infrastructure, village

» farm investment, storage, quality

« R®-targeting, Yes

 include words to allow changes at some future daiéuptake disappointing or priorities
change

COHERENCE, fitting together, LINKAGES

e.g. Infrastructure has to be in place includingtealisposal and business support for other
measures to work

« fit with other programmes (National PHARE W.B.)

» timing and sequence

Recommendatioh each measure includes section on coherence

Recommendation start project proposal process NOW

MARKET DEVELOPMENT

Consumer led development

» grades/quality

* prices

e promotion

* product development
 traceability

At farm level

» storage

» quality, grading

» farm assurance

» organic/ecological

» producer groups/facilities/bargaining

Recommendatioh Processing/Farm level measures include public fimg of marketing

initiatives

SUBSIDIARITY
Create a wide and clear framework for targeted fo@ages
NO

» pre-selection of processors

* licensing of builders

* pre-judgements of what won’'t work

Recommendatioh- leave room for learning / initiative / innovatio

Recommendatioh™ use a bidding system by beneficiaries if at alkpible
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SELECTION CRITERIA/ELIGIBILITY

Problems

» danger of investment in ‘non-viable’ entities

» Creation of non-viable businesses - displacement

* Big enterprises take all the money

* Some will already have made investments

* Some can afford -to therefore should not have suiio
* Farm recording compliance does not work

» Selection criteria are met by working backwardplans

Recommendatiorig®1:12.13.14

» Beneficiaries shall be operational farms
» Financial plan should measure ability to servidetde
* Investment by processors/diversification entergri®ould be based on marketing plan
» Projects should generate a rate of return on dapiteeeding an agreed figure. 12%
» Preference given to projects:-
[0 positive environmental impact
(0 use local suppliers/labour
[J add to rather than displace economic activity
[0 have good prospects (sustainability)
[0 positive impact on restructuring

+ which the market would not do
NATIONAL ASSISTANCE (AIDS) & SAPARD

Problems

Beneficiaries could have/should? have several ssuaf funds and thus
working out public contribution difficult

calculation of ‘grant equivalence’ of subsidiseddit based on Net Present
Cost but at what interest rate? (High real interaigts)

justifiable to have national goals which differrindcU goals

SAPARD should be ‘additional’

competition between schemes

So, do you have independent scheme? or do you centiem? e.g. for farm development.

Resolution/recommendatiori®

* have integrated scheme only where goals are the.sam

96



2 MEASURES
INFRASTRUCTURE
TARGETS

» Targets may change - social/village

* relation to acquis

» Spending priorities by type of infrastructure (Sedtudy)
» by region (differences acknowledged)

» rural - what is it?

» support for other measures e.g. dairy farms, difiemtion
* by need and goals

* timing (NOW)

» co-financing constraints

* economic return (cut rate of return - see W B)
LINKAGES

» with other measures (IPSA ends and SAPARD begins)

* markets depend on communication, livestock wastieeawironment

» with other programmes (W B, PHARE). Poor regiohewd on social grounds receive
more.

MARKET DEVELOPMENT

» How will it contribute/ e.g. transport savings
* market information

» access and employment

SUBSIDIARITY

» How will the full participation of beneficiaries l@ssured? E.g. regional envelopes
SELECTION CRITERIA/ELIGIBILITY

* Indicative regional envelopes with possibility cdrisfer if there is under spending
» continuity and quality of supply, not just provisio

» expanded viability criteria

» bidding system with list of criteria (transparency)

* pro-active approach - urgent information exercise.

NATIONAL ASSISTANCE & SAPARD

* beneficiary puts together funding package
» subsidised interest needs to be converted to grpnvalent at what interest rate (12%)?
PUBLIC/PRIVATE

» 25% contribution for farm sewage & water - formamntribution? Groups of farms? Is
payment in kind possible?



DIVERSIFICATION
TARGETS

* Rural entrepreneurs including farmers and membfenswseholds.

» Accept need to be broad and to include ‘novel’ ferof agricultural production and
marketing, but can we justify initial prioritiesge.rural tourism, agricultural contracting,
young people, rural women.?

 target rate of return?

LINKAGES

* with environmental measures, on farm investment
e tourism

* education & employment

» other programmes e.g. W.B

MARKET DEVELOPMENT

* Is this included in Scheme 2? Namely need for magproach. Examples of the kinds of
initiatives that would qualify for support e.g. kdog services, product development,
promotion, quality marks, organic based on acquesy marketing channels

SUBSIDIARITY

» avery wide range of potential beneficiaries How to represent them if no targetting.
SELECTION CRITERIA/ELIGIBILITY

* business plan most important

» also need marketing plamd financial projections to estimate ability tovsee loans

 collective initiatives should be seen as a porxfelsome will fail

* who has knowledge to judge? On precisely definé@ra e.g. pay off capital and raise
income (viable) per employed labour unit aboveaegl standard.

NATIONAL ASSISTANCE & SAPARD

 If national systems have the same goals, then cwthem. If not separate them but with
rules for working out rates of public assistance.

PUBLIC/PRIVATE

» Grants to rural business are essentially privaierefore low rates of assistance (you have
50% - too high)
* 50% more appropriate for collective schemes
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FARM INVESTMENT
TARGETS

* Focussed on 1) restructuring of milk production @)jdprevention of environmental
pollution on farms

» too narrow for a potential 7 year programme (otemtors in need of restructuring ), are
market developments needed e.g. food quality &seinfed by on farm storage

» ranking of farm waste management in farmers angublic mind. Which areas most
susceptible to pollution?

LINKAGES

» with dairy processing measures and waste manageneagures
* producer organisation measures

» farm waste control and public investment in watealdy.

* necessary infrastructure - power & running water.

MARKET DEVELOPMENT

» possibility of premium for quality and seasonality
SUBSIDIARITY

» automatic approval provided conditions met
* use grant to overcome reluctance to operate coleattivities
* revise. licensing of builder’s clause

SELECTION CRITERIA/ELIGIBILITY

* doubt wisdom of machinery and pasture purchasewmlaigible

» milking, cooling and cleanliness of buildings mareriority

» can you have groups of farmers as beneficiary?

* number of cows main eligibility criteria - not ino@ or age or requiring accounts to be
kept

» justify size criteria - need to encourage collesti@ctions such as shared production,
cooling and collection facilities

» criteria for waste management projects? Farm ¢@era minimum of 10 LSU’s? -
doesn’t solve problem of pollution from many snfalims

NATIONAL ASSISTANCE & SAPARD

* SAPARD could be combined with elements of nationahsures but not for such things as
land purchase
» grant equivalence of a subsidised interest - istede to use?
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PUBLIC/PRIVATE

* waste management - 65%. Is it enough? The maiatprbenefit is fertiliser saved

» dairy 50% - too high- but more for collective scle=® (what is rate for producer group?)
IMPROVEMENT OF FOOD PROCESSING AND MARKETING

TARGETTING

» Dairy and meat sector - upgrading to EU standard
» Fruit and vegetable. Fish. Producer groups

» Market driven

» Possibility of other sectors

* Organic

LINKAGES

» Other measures, including waste management, tréicgablivestock

» producer groups and poor structure e.g. procurement

* infrastructure - importance of marketing contrdotsfarm development
MARKET DEVELOPMENT

» developments in market e.g. supermarkets non{ taaitiers to trade, food safety, quality
assurance
* Acquis requirements include
a) price reporting
b) grading standards
c) certification of origin
d) traceability
SUBSIDIARITY

» which plants given danger of investment in non-kagidants
» displacement effects and tendency to add over dgpac

* some plants have made investment and are in spasigon
» Economics of scale in processing are large
SELECTION CRITERIA/ELIGIBILITY

» Bidding system with clear criteria based on marigeplan,

» evidence of cost of meeting EU standards and bssiviability
* No regional envelopes

NATIONAL ASSISTANCE & SAPARD

» Separate schemes with limits on public investmgpe¢ify rates of assistance)
PUBLIC/PRIVATE

» Emphasis on support foéadditional’ costs of meeting requirements of acquis and those
connected with regulations to operate a single etaskich as price reporting, common
grading systems.

» National schemes for investment to improve efficien

« Difficult to isolate respective costs, thereforeF¥RD grant element should be low but on
a specified list of allowable investments e.g. waltirains, hygiene measures, data
collection, grading equipment, laboratories fotitgsand collective actions - e.g. industry
development
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TECHNICAL ASSISTANCE
Up to 3% of budget for:-

dissemination of information

development of standard costs

development of designs/construction standards
development of codes of farm practice
appointment of animateurs/rangers/project officers
monitoring and admin systems

training of admin staff

101



Annex 3
References

Agricultural Situation and Prospects in the CentEaistern European Countries. Poland.
European Commission, Working Document DG VI Jurg819

Wilkin J; & Klodzinski M: Rural development in Poland: Barriers and PrioritieWeis |
Rolnictwo Supplement to No. 2 (103) 1999. Villagel&griculture. Selected papers. Polish
Academy of Sciences. Institute of Rural Agricudtand Development.

3Council Regulation No. 1268/99

*Michaleck, J. Comments on the coherent structpddicy for the development of rural
regions and agriculture in Poland. Dept. of Adtimal Economics, University of Kiel,
Germany.

®Rosner, A:Spatial diversification of socio economic structurim Poland and systemic
changes in the economeis | Rolnictwo Supplement to No. 2 (103) 1999llage and
Agriculture. Selected papers. Polish Academyaéiikes. Institute of Rural Agriculture and
Development.

®Hazell P: Agricultural growth poverty and the environmenfgricultural Economics (19)
1998 ix - xii

"Kulawik, J: Political economy of credit interventionism in agriture 1999Selected papers.
Polish Academy of Sciences. Institute of Ruraligjture and Development.

8Mech, 1999; Mech, Thea. Tl®urvival of Peasant Agriculture in Poland: Prodwéty and
Profitability Analyses of Farm Level Data by Farimesand Regional LocationWye College
Research Papers, University of London.

*Hughes, GTotal Productivity of Emergent Farm Structures ienfral and Eastern Europe
Wye College Research Papers, University of Lond989

%Majewski et al. Unpublished ACE Project report on farm level impgaof changes in the
Common Agricultural Policy. 1998

Yweiss J Chp 1: Introduction: Development projects the environmeniThe Economics of
project Appraisal and the Environmelidward Elgar Pub. 1994

125afin M.  Unpublished report for Know How Fund Rij (E U Integration & Polish
Agriculture) SAEPR FAPA.Modernising the Polish Dairy Industry and Ensuritg Future
International CompetitivenessVarsaw, October 1997

Dienst Landelijk Gebied, Utrecht, Netherland&uidance on Environmental Appraisal -
towards sustainable rural development in the cantéSAPARD

102



“The State of the Environment in Poland, Reporhef $tate Inspectorate of Environmental
Protection

1®Economics of Polish Agriculture - Selected papePslish Academy of Sciences. Dodatek
do Zeszytu 2-3/99

®Urban, R: Factor of increasing competitiveness hef Polish food industry. pp 79-89
Selected papers. Polish Academy of Sciences. itutestof Rural Agriculture and
Development.

"Przepiora, A 1999 lIdentification of Marketing Segies in the Polish Dairy Industry.
Unpublished PhD Thesis, University of Newcastle4199

®European Commission Directorate-General of Agrimelt CAP Reform - A policy for the
Future. COM (98) 158 Final.

%Tangerman et ahnalysis of Polish agriculture and food economiesnpetitiveness and
complementarity in regard to EU over the time périt®90 - 1995 and forecast to 2002
GFA Hamburg, Germany. Unpublished report commissioby SAEPR 1997

2Yszafraniec, KrystynaPolish Peasants - between “Real Socialism” and “R@apitalism”
Eastern European Countryside pp 49 -64 4/98 Toa98 1

“"Wos, A: Polish agriculture in the system transformation ipdr (1989 - 199y Selected
papers. Polish Academy of Sciences. Institutewfl Agriculture and Development.

’Grzegorz Gorzelak Polska statystyka regionalna liezbtransformaciji systemowej (Polish
regional statistics in the context of system tramsfation) pp. 357-382, particularly
recommended pp. 380-382 Regional and Local Studies, Spatial Changes in mbled.
Grzegorz Gorzelak, Warsaw University EUROREG 19 &arszawa 1997

“3World Bank Rural Development Programme, unpubligtveject appraisal document

103



ANNEX 4
Meetings Held during the December Mission

Several meetings on a working basis were held walitthe staff of the department of pre-
accession assistance who were involved in the pxgpa of the programme, including the
Director of the Department, Dr. A Halasiewicz am@ tunder secretary responsible for the
programme, Minister Wujec.

Expert opinions were sought from the following peop

» Witold Boguta; Executive Director of the Foundation Rural Co-operatives

» Janusz Turski; Director, Centre for Extension, Brovv.

* Andrzej Sniadowski; Adviser, Foreign Assistance iBion, Agency of Restructuring and
Modernisation of Agriculture

* Agata Zdanowicz, Deputy Director of Analysis & Pragime division European
Integration Section, Agency of Restructuring anddgimisation of Agriculture

* Michat Wodjciak, Deputy President, Agency of Restwninig and Modernisation of
Agriculture

* Marius Safin, Agricultural Sector Operations OfficEéhe World Bank Office, Warsaw

e Dr T PReczek, formerly Director of FAPA and now consultagpecialist in rural
development at a regional and local level

* Prof Dr Marek Ktodzhski, Director, Institute of Rural and Agricultur@levelopment,
Polish Academy of Sciences

» Piotr Figlarz Extension Centre, Modliszewice, Sokezyskie Region.
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