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M. The “nteroational Competivenes of Poish Industey” . — . page?
'OUTLINES OF PROGRAM

(adepted by the Economic Committee of the Council of anf;SfE'fS on Decerhber 19, 1994} |
1. THE NEED AND BASIS FOR PREPARING THE PROGRAM

Pohsh enterpnses have to adapt- to the growing nal:onal and foreign
compet:tlon ‘Hence, state policy with respect to industry should provide a stable
operating environment and opporiunity for structural change ensuring innovation
and modern production profile. This is needed in the' light of liberalizing
inlernational trade and the Association Agreement with the European Union.

“The Industrial Policy Program For The Years 1995-1897
‘International Competitiveness of the Polish Industry” "™ is rooted in::

e “Strategy for Poland" adopied by the Council of Ministers on June 7,
1994, and in particular its keynole program “International Competitiveness

. of the Polish Economy";
-+ - "Industrial Policy. Ob;ecrwes " adopted by the Counc:f of M:msrers on

September 14, 1993.

- Il. OBJECTIVE OF THE PROGRAM
The objective of the industrial policy program covering 1995-1997 is
-1o oblain better international competitiveness of the Polish industry and
~secure economic growth in an open economy environment.
‘ in meeting this objective, the Government shalk;
~ supporl the workings of market mechanisms as the force for allocatlng
-resources in the economy; - 4
- create conditions eonducwe to tmproved elf:cnency. technical progress ‘and
- innovation; - _

- supporl industrial restructurmg, :
- recommend apphc_ataon of eco- development rules in the industry. .

ill THE PRESENT CONDITION OF THE POLISH !NDUSTRY

Growth lrends in mdustnal ou:pul consondated mamfestiy in 1993 and
1994, lncreased demand in the domestic market was the main force behind the
1993 recovery in production. Compared with earlier years, 1993 saw a marked
- drop in industrial exports. Imports conlinued to grow dynamically and foreign
competition in the Polish markel increased. Exporls picked up pace in 1994,
oulpacing the growth of imports and domestic demand.

. Modest, but nonetheless positive, changes took place in the slructure of
industry, namely an improvemen! in the share of manufacturing industries,
mcludlng high--tech mdustnes The share of new and modernized products also

_'_23..
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increased. However, restructurrng processes drd nor encompass the Iarge
enterprises to a satisfactory degree.

Expendilures on Research and Deveiopment were still rathar low.
Investment outlays also remained low.

The financial situation of enterprises continues 1o be very difficult. A high
level of liabilities and scarcily of liquid assels of companies ‘constrain the
possibilities of investment financing. The volume of the industry debt was twice
the sum of receivables and reached the value of six months' production.

- Environment protection issues aré being addressed successively. In sprre
of this, the industry still rémalns a major liabilily for the environment. -~

The situation in the industry was descrrbed in détails rn "The Reporr on
the Condrrron o! rhe Po!rsh Indus!ry in 1 99 ' : -

MIT - The !nrerna:ronaLQ_mDermvenes of Polish fndus!rv

IV ESSENCE OF THE PROGRAM
W 1 GENERAL DESCRPTiON OF THE PROGRAM

On the basis of the "industrial Pohcy Oble’cl_wes . the program_approaches
policy from the point of vantage point of specilic issues, seclors and, to some
extent, regions.

The idea of the issue-oriented (hotlzontal) approach is to address the’
problems common to all branches of - ‘industry, wrth focus ‘on Iormulalrng and
applying the approprrate Iegal organrzatronal economrc and program
measures

- The idea of lhe sectoral approach is lhe réstructuring of enterprrses that
have developed.- lechnological or ‘organizational’ ties with- each' other, or
enterprises selected in some other way, upon cmerra mdrvrdual for each group
called a seclor.

_ The idea of the reg:onal approach is the mregratron of industrial pohcy
with the economic strategy of regions with high' concentration of mdustry, as wel!
as of cities dominated economically by one big mdustnal planl -

These approaches interact In the followmg areas:
~ policy of export arientation” (mainly the issue—oriented approach)
- technology policy (mainly the issue-oriented approach)
- structural changes (mainly the sectoral approach) A
These are the priority directions of Government strategy, hrghhghted in the
Program of industrial Policy for 1995 199? “lnternational Competrlrveness
of the Polish Industry" ' : : ‘

_24 -



MIT - The "International Compelitivenes of Polish !ndus!ry' ; ____paged
IV.2, DIRECTIONS OF OPERATION ' '

iV.2.1. Policy of expoﬂ orientatioh

Under the “Objeclives of the Export-Oriented’ Pohcy adopled by the
Government on Seplember 14, 1893, and "The Schedule of Activilies Aimed at
the lmplemenlat_:on of the Expor_l Oriented Policy of the State* adopted by the
- Economic Comnmitlee of the Council of Ministers (KERM) on May 18, 1994, its

- prime target is to leverage Polish ‘economic growth pnmaniy by acceieratmg
exporls, and turn this into a sustainable trend. - '

The Government proposes the following measures ior export promotion:

. Financial mslrumen!s developed - through creatlng the appropnale

institutional infrastructure of insurance and government guarantees of export

contracls as well as tax incentives, which will require, i.e.

- bolstering the financial base for KUKE (Export Credil Insurance Corporation);

~ adopling laws on insurance of export contracts guaranteed by the State
Treasury, as WP" as on subs:dlzmg bank mleresl rates in export hnancmg
" credits; :

- applying other financial pohcy :nslruments to boost exports wnh:n lhe scc)pe of

: perm:lled “state assistance”.

. - Information and organizational msiruments ie. '

- monitoring of the enterprises with high share of exports in their total sales or
scoring. fast exporl expansion, in order to select the entities most eligible for
inclusion in export promotion schemes, as well as pursuing -an -active
information strategy adressed 1o banks, potential investors and enterpnses

- efforis to increase partlc;patlon of Pohsh enlerpnses in rnternat:onai suppher
arrangements... '

. Promotion of foreign’ Irade by the means permliled under the Associalion
Agreement between Poland and lhe European Communmes and GATTIWTO
regulations. - ‘

The pnnmples of an acceptabre state assistance shall be regulated in
accordance with the European Communmes pracuces GATT/WT O and OECD
regulatlons in thlS respecl '

IV 2, 2 Technology po!lcy :
- The objective of technology pohcy is to improve technological standards of
mduslry It implies, e.g. the necessily of selecling the priority ‘directions of
research and ‘applying-a syslem of support for ¢ertain techno!ogscal helds as
- well as legal and system regulations.
The technology pohcy of the state is centered around;
« . assistance in providing necessary information and training in the area of
modern technologies, in improving co~ ~operation between induslry and research
and development facilities, as well as in |mprovmg the quahly of products and
promoting the best nallona! praclices;
~ + : implementation of programs aimed at adaptanon to regulations and
“standards of the. European Union, including quality systems {certificates and
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alteslalion), increasing international co~ operative arrangements {in producnon
funds and research); ‘
v introduction of “clean produciion“ rules into, producllon and development
programs of enterprises;
« - applying a special system ol organizing and mplementung support for
small and medium enterprises in their access to technology, :
. providing an appropriate  institutional infrastructure . —, creatmg an
‘Technology . Agency to promole development and application of . modem
technologles - (including - eco- -friendly lechnolegies) .. in . industry, expandeng
operations of the Energy Conservation Agency and - regiona! developmenl:
agencies; =
. mp!emenlatlon of formal legal orgamzalronal and hnanceal rns!ruments
defined in "Objectives on the Pro-—!nnovauon Policy of the Stale“ adopled by lhe
Council of Ministers on November 22, 1994, .
« . supporling close links belween science and mdusiry by, for example a
system . of project and comm:ssvoned research and strateg:c developmenl
programs;, , _
. pursuing an inveslmem promo![on pohcy. iocused on _-_creanng
advantageous conditions for: . . G SERREI
--modernization of plant and equupment
- intensification and modernization. of the slruciure of research developmem
and implementation efforts;. o - Co
- renovation and modernt?allon of lhe product range
- encouraging foreign investment in Poland.

v.2.3. Polucy of siructural changes .
The policy of structural changes shall be expressed lhrough
- successive commercializalion and pnvattzatlon of enterpnses'
- . changes in industry slructure;
- guiding development in reglons with high mduslnal cencenlratton
- . intemal res!ructurlng of enterprlses : :

IV.2.3.1. Commercaahzatlon and prwatlzauon S -' :

The process of changing the ownership structure of enterpnses is a:med
at improving economic efficiency. It shall be pursued in forms and:scope
appropriate to securing entrepreneurship and innovation. it should provide belter
access o the inlernational investment capilal needed for modernization of Polish
industry. Government privatization policy. will take due account of the secloral_
aspect of industrial policy. :

In parallel with privatization conducted in a vanety of forms state owned'
enterprises will be commercialized, i.e. transformed . in their legal form into
commercial - companies,  with modern. forms of. managemenl (management :
contracts). :
Commercialization of the enllre SOE seclor w:ll - Sy -
~ eliminate the double- standard of Iaw and oﬁer equal terms for ali trrespectwe

-of ownership form; . L

~ hasten the process of ownershap transfer and orgamzalaonal change
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V232 Changes in industry structure -
~In order to increase the share of high-value manulaclurrng andustrres in
total output, the Government will focus its action program on:o
. mechanisms stimulating development of small and medium enterprises,
“through introduction of new legal, organizational and financial schemes, as well
as exlending wider instituticnalassistance in securing access lo skills and
~ expertise, modeérn technologies, new markels, and capital resources. The SME
seclor should provide the sub-supplier and service backrng for large industry
and serve as the venue of intensive innovation. Small companres should become
_significant suppliers of export goods and services.
« conlinuation of sector restructuring, especially in the field of:
~ sectors decisive for energy and defense security of the country, with a view to
sustarnabrhty and  higher economrc effrorency, addressirg lhe present
un employment concerns;
+ high opporlunity sectors, rncludrng rhe rndustnes decrsrve in shapmg a modern
structure of the economy ' _ '

-~ The iolrowrng programs have been endorsed by Ihe Councrl of Ministers for
implementation 1995-1997: '
o Restructuring Program for the lron_and Steel Industry {through 2002)
— tailoring the present produclion capacilies to lrue market demand,
- increasing to at least 90% the share of output produced by the
continuous casting method;
~ down-sizing - employment, reducmg : labour rntensrty and adverse
environmental impacls. . o
- o_Proposals _for Restructuring Programs in Hard Coal and qunale Mrmnq. Gas
and Power, Drslrrcl Heat and Liquid Fuels industry
Hard coal mining:
{second stage of the restrucluring program coverrng 1994--1995, thrrd stage -
through 2000 under preparation):
' - susfained - profitability - of - coal - industry and mternalronal
* compatitiveness of Polish coal S - '
~ reducing harmful rmpacts on the environment,
Power industry: - :
- switch to market rufes of enterprrse operation;
— integration of the Polish power grid with the Western power system;
- provision of alternalive sources of power supply in order to slabilize the
“energy security of the country; :
-« reduction of pollulanl Ioads released into the envrronmenl

Qi seclor

: ~ attaining an mlernauonally competitive standard of the oil sector
o Restructuring Program for the Pharmaceutical Industr\z
- - aflaining rntemalronally compelitive standards, so as to rncrease export
_and domeslic sales (i.a. matching GMP standards),
- erealing . conditions  for self Irnancrng to enab!e development and
modermzalron '
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The foltowmg programs are being reviewed in the Economlc Commmee of the
Councit of Ministers (KERM) for implementation:
o_Government_Policy Package To Secure a More Compem:ve Shipbuilding
Industry _
- achlewng profitable produchon
- improving induslry competitiveness;
~ adjusling Polish shipbuilding enterprises to the opemng enwronmenl of
~ OECD and European Union countries. :
o Restruclunnu Program for the Non-ferrous Metal Industrv _
- continuation and improvement of international competltweness :
~ creation of conditions for self- !manced development.and modernization
~ reducticn of harmiul impacts on the environment,
o Restrucluring Program for the Defense Industry. {to be dlscussed by the
Defense Commiltee of the Council of Ministers):
— adjusting the production potentiai to projected reqwrement as sel oul in
the national defense doctrine;
- ~defining the proper format for funcnomng of lhe defence and aircraﬂ
. sectorin a market economy;
— conversion of redundant defense matenel producuon capacmes to
civilian production. _ : P
o Restrucluring Program for the "Heaw Chemlslrv Seclor
- adjusting this sector to the changed market enwronmeni {demand’
structure of other industrial branches, agriculture, construction industry
and olhers), as well as intensification of profitable exports;
— decreasing energy and material intensity of production;
-- adapling industrial plants of the sector and quahty of hnal products to
ecological requirements. L § » :

Furthermore, programs o develop. the nauonal Iechnlcal infrastruclure

" motorway _construction, a nalional system of domestic and transit . gas
dislribution, telecommunications _and_railways will be pursued as part of the
overall industrial development package. -Efforts aimed: at prepanng Polish
enlerprises for participation in these programs: put emphasis. on informalion
concerning the technological requirements and quality standards, as well as the
promotion of offers from domestic service and goods providers.

IV.2.3.3. Guiding development in regions with high industrial congentration
Under "Provisions of the State Regional Policy” adopted by the Councn of
Ministers on July 12, 1994, the main focus in this respect wilt be on: '
' more effective operation of the institutions involved in carry:ng out mduslnal :
policy measures on local and regional levels; - : c o
+  supporting developmenit of the small and medium entrepnse sector
. correlating governmental restructunng programs ior mdmdual seclors wnh
regional economic programs; - .
. establishment of the special economlc zones
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iV,2,3.4. Internal restructuring of enterprises
: Government efforts to secure internal restructuring of enterprises are
~ focused primarily on the following fields:

. shaping the legal framework required for financial, organizational and
technical restructuring,
« - providing organizational and financial assistance channelled through

extra-governmental organizations, such as the Industrial Development
Agency, the State. Foreign invesiment Agency, regional development
agencies, elc.;

. acceferallng the liquidation process of structurally Ioss—maklng entities.

V. PROJECTED BENEFITS OF THE PROGRAM

V.1. BENEFITS TO THE SOCIETY:
~ employment restructuring;
- incredased economic activity;
- - improved quality of life;
- improved quality of the environment.

V.2, ECONOMIC BENEFITS
- increased industrial output;
- increased exports;
- higher quality of Polish producls;
- improved condition of enterprises;
- development of the SME sector;
- increased investment;
- more spending on R&D,
- better structure of industry;
- rationalized use of natural raw matertals;
- development of technical infrastruclure,

V.3. FINANCIAL BENEFITS:
- higher revenues for the budget;
- higher savings;
- more efficient use of assistance funds and foreign credits.

V.4. LEGAL BENEFITS:

- organizational changes in the cenlral administration;

- legisiative changes (the list of legal acls regarding the industrial policy is
enclosed).
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INTRODUCTION

For the three past years we have observed an economic growth, the main source of
which was an outcome of industrial activily, marked not only by the biggest share in
‘creating national gross product in comparison to other economic seciors, but by the
highest dynamics as well. . The impact. of Polish mdus!ry on lhe economic -,
development of Poland wilf be highly dependent on the success of the ‘ownership,
organizational, lega, fmanc;af and technological transformalion process, going on
for several years. Further economic growih is'relied mamfy on the effects achieved
in competition on the international markets. . The dynamics . of production- and
exports shall be determined chiefly by the compehtweness of - Polish fndusfry
comparing lo the foreign products and manufacturers.

Competitiveness of the economy :- means jts abmty fo produce and olfer goods
and services of such technical and functional paramelers, at such quality and price
level and on such terms of sale, that will find buyers both in the domestic markel, as
well as on the foreign markets. International competitiveness of the Polish
industry:- - means ability of the enterprises to compete in the open market
circumslances.

The inlernationally competitive mdusrry is characterized by: effrmen! orgamzauonal
framework and modern management systems, suilable level of ‘production
concentration, ils linkage 'with the development and markeling research area,
computerization, flexibility of the production® processes, aptitude for continuous
improvement, accessibilily of the technical infrastructure and highly qualified staff, .
Typical for it is also a parallel co-existence of companies with high financial and
production concentration, including holdings and corporations (with parhmpatron of
foreign capital) surrounded by small and medivm busmesses

Industrial policy of the Govemment within the next years shall be focused on

the thrée major issues: export-oriented policy, technology policy and policy =

of structural changes - according to the Objectives of the iInduslrial Policy
Program for the Years 1995-1997 "International Compelitiveness of the Polish
Industry” - adopled by the Economic Commiitee of the Council of Ministers TKERM/
{December 19, 1994). This document sels out achoice made from arange of
multi-directional actions referred to in the document “industrial Policy”, adopled by
the Councn’ of Ministers in Sep!ember 1993, the main section of which "Objectives" -
covers a len-year period.  The herein program of improvement of international
“compeliliveness of the Polish industry in the years 1995-1997 is concurrent with
priorities of the economic development set forth in the “Slrategy for Peland” and
results directly from the X keynole program ‘“Iniernational compelitiveness of the
Polish economy”.  lis realization is aimed al supporting mainlenance of the
economic growth within the next years, at feast at a 5% annual level.
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Competitiveness of the mdustry shall be achleved in result of rhe enterpnses
~activity. - Only the companies ‘may reinforce their chances and win the bigger
market share, through their activity and flexibility in choosing and consequenriy
bringing into effect the appropriale strategies. The Government's role is to creale
conditions encouraging the enterprises to maintain high level of activity, facilitating
research and realization of the prospectively efficient projects, indicating the key rofe
of exporls, innovalion and changes in production structure. In this respect, one of
the major tasks is to introduce strictly commercial and slabilized rules of operation
-~ for the enterprises, along with reinforcement of the mfrasrructure for operation of the
sma!l and medium busmess sector.

The "Infemat:onal Compemiveness of the Polish Indusrry” Program mcﬂcares, '
first of all, these possibilities of the central economic management, which
while addressed to the industrial enterprises, should make them strive after
improvemenr of their own competitiveness and ought to make them believe,
that increased competitiveness and adaptation to the requirements of the
'Furopean Community and GA?T/WTO is unavoidable and urgent necessity.
The “"Objeclives of the Program ..." adopted by KERM set forth priorities of the
“industrial policy for the next years general goals and’ pursun‘s and the expecled
effecis of their realization. "~ The Program, prépared in accordance with ‘the
aforemenhoned objec!;ves specifies the pursuits for separate seclors and
government authorities in organizational, Iega! financial and promotional respect. it
delermines the goals ‘lo be achieved, scope of responsibility, due dates for
realizalion and estimation of the necessary financial expendrture of funds at the
Govemmenfs disposal, required for realization of the *Program...". The enclosure
presents, 'in a standardized form, mformaﬂon on studies and sectoral programs
prepared and controfled by the Minister of Ino‘us!ry and Trade.” Thelr realization will
stipulate improvement of the enterprises compermveness through restrucrurmg of
Ihe industry m!ras!ruclure and devefopmenr of the "high opportunity” sectors.

: Desp:re many difficulties, the dynamics of safes growth in the Polish industry is high.
Therefore, it is necessary to maintain it in long term by means of industrial policy,
~ creating favourable ‘development conditions for the enterprises, so that they
increase their elficiency, thus becoming equal pariners for the foreign competitors.
This policy i is ref!ecfed in rhe "Im‘ematfona! Compem;veness of the Polish Industry”

Program,

Realization of the Program is conirofled and superwsed by the Minister of Industry
and Trade (in the future: Minster of Economy) and respons;b:my for carrying oul the
specific tasks lies with thé ministers or d;recrors of the extraﬂgovemmenfaf
orgamzatrons listed on the frrst place.
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SECTIONI e
ACTIVITIES  AIMED © AT  IMPLEMENTATION  OF
EXPORT-ORIENTED POLICY IN THE INDUSTRY |

ln:'rodu'ction

Aceordrng 1o the “"Objectives of lhe Expor! Orrenled Pohcy ~ adopted by lhe
Government on December 14, 1993 and "Strategy for Poland", a dominant role in
ensuring the economic growth is attributed to exporl production, which is assumed
to increase within the period of next four years by almost half as much as .
a projected growth of GNP at a22% rate. It should be also mentioned, that
currently the induslry supplies ‘over 80% of lotal export volume of our country.

Hence, it is compehlweness of the indusirial offer lhat determrnes Polrsh share in
rnternatlona{ fabour division.. : o : .

Most of the export slrmulaung mechamsms have been already werkrng The
expoilers apply zero rate of VAT /tax on goods and services/, they are entitled to
refund of customs. duty, impon tax, VAT and excise assessed upon purchasmg'
of . produclron componenls, They may enjoy mvestment allowances in income
tax. The system of guarantees and securr!res financed from the state budget '
is already functioning in credit practice. . The Insurance system of export
contracls guaranteed by the State Treasury has been impelled and it has been
allowed to consider an insurance policy as a form of pledge for the bank credils,
The exchange rate remains an important export stimulant: The prrnr_:lple of realistic
changes of rates should become a requirement in the. exchange rale palicy, i.e. the
range of adjustments should be appropriated to the inflation rates. - Otherwise, the
pro-export merits of the exchange rale shall be diminished and . lhe rmpen
tendencies shall be intensified. ; : L

The above mentroned rnslrumen!s will funclion as well during - the period of
reahzauon of the "PROGRAM... *, which will be reﬂected e.g. in providing budgetary
means in the form of guarantees and securities quota for consecutive years.

Additignally the "Program..” refers to supportive measures extendlng the presently
available package of instruments. The primary tasks. in this respecl have been
specified in compliance with the.implementation schedule of the exporl-—orrenled '
stale policy, adopted by KERM on May 18, 1994.

1he below memloned action program lnciudes proposals oI addrtronal exporl
supporting measures in the Government's economle po!rcy They have been dwrded
into three basic groups: _ . : '
I.  Financial instruments

H. Information and organizational instruments

il lnslruments of the foreign lrade policy.

Objectwe - to make the hlgh export dynamics a delermmant of the economic
growth in Poland for the_ years 1995-1997, :
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I, Financial instruments

Realizalion procedure:

1. Legal regulation of issues related 'to the acceplable slate assislance, and
particularly the principles of rendering such assistance under lhe legislation of EC,
GATT/WTO and OECD.

Responsible person: Chairman_ of the Anti-Trust 8ureau Appointment of the
inter-sectoral commiilee is necessary. - S
. Due date: second half of 1995.

2. Providing within the stale budget a quotla for export contracts insurance, on the
‘grounds of the law on insurance of expoit contracls guaranieed by the State
- Treasury, dated July 7, 1994.
Responsible persons: Minister of Finance In agreement with the Minlsler of
International Economic Co-operation. .
Due date: each year in Ihe draft of budgei Iaw

3. Worklng oul the prm(:lples and procedure of granting subsidies for interest on

“certain bank loans (including those allocated for export financing) - as an executive
act lo the law on subsidies for interest on selected bank loans, dated Januarys
1995,

Responsible persons; Minister of  International Econcmic Co-operalion in
agreement with the Minister of Finance and Minister of Industry and Trade

Due date: first half of 1995. : :

4. Amendments to the Council of Ministers decree dated January 25, 1994
regarding deduclions of investment expenditure {rom income and reductions in
income tax, aimed al allevialing the conditions of available tax reductions.
."Responsible persons: Minister of Finance in agreement with the Minister of Induslry
‘and Trade and the Minisler of intemauonar Economlc Co- operahon

Due dale fist half of 1995.

5. Preparation of ‘the slandardized criteria system’ allowing for granting lax
reduciions and_exemptions for the strategical domestic and foreign investors, who
carry oul exporl-oriented investment projects, in compliance with the compulsory
GATT/WTQO regulations.:

Responsible person: Minister of Indusiry and Trade, M:nlsier of Finance,

Due date: 1995 : : -

~%-



S L) SRS L4 72K,

MIT - The 'fm'emafroné{ ngpetﬁweness of Polish Industry’ . - - page 13
Reasoning

On February 1, 1994 European Treaty came into force, instituling association of
Poland with the European Communities and their member countries. According to
article 63.4a the whole Polish territory has been deemed an area of particulariy low
standard.of living for the period of live years from the date of coming the Treaty into
force. Therefore, upon mesling certain conditions, rendering of the so-called
acceplable stale assistance in our couniry shall be admiited during this period. The
sel term may be prolonged for further five years. In this view, legal regulation of the
-issues related o acceplable state assistance is essential, as well as negoliating
such interpretation of principles for :mpiemen!ahon of the state ass;sfance for pub#c
projects that would be beneficial for Poland.
With respect to adapting Polish ecoriomy fo the circumstances of market oriented
environmemnt, state assistance shall become an fmpon‘ent element of the mdusma!
policy.
In regard of export support !he dom:nanr ro!e shai! be p!ayed by aa’equate !axa!:on
and credit policy and creation of the necessary institutionaf infrastructure related to
government insurance and guarantees of exporl contracls. Subsidizing from the
stale budget the Exporl Credit Insurance Corporation in 1994 was a step ahead in
--this domain, similar as passing in the Parliament the laws on exporl conlracts
insurance guaranleed by the Stale Treasury and subsidies for interest on se!ected
bank loans.

Ii. Information and organijzational instruments

Realization procedure:

1. Preparation and implemenltation for the central economic management of the
information -system on - exporl situation, from the po:nl of view. of. changes in its
geographical siructure and commodtty structure in individual markets.

Responsible persons: Minister of the International Couoperahon Customs Head
Office. _
Due date: quarterly studies commencmg from 1995.

2. Preparallon and lmplememal:on of lhe syslem for momtonng the enlerpnses
sensitivity to the changes in economic and financial instruments, with regard for the
'most expori-oriented enterprises ot highest export dynamics. - =
Responsible person: Minister of Industry and Trade. ‘ '

Due date: pooling in the hrst half of 1995, quarterly studies cornmenc:ng !rom 1996

3. Perlorming penodacal studies on competitiveness ol POIlSh products in the forelgn
markets,

Responsible persons: Minister of Inlernational Economic Co- operanon in agreement
with the Minister of !ndustry and Trade. - :

Due dale: once a ycar.
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4. Establishment of the information system for the. economic entities, regarding
terms of frade ‘and access to foreign markets and preparahon of the gundebook on
the terms of public orders in the EC countries.

- Responsible persons: Minister of International Economic Co~-operat|on the National
Chamber of conomy.

Cue date; first half of 1995.

5. Amendments to the Decree No. 40 of the Mimster of Foreign Affairs dated
September 10, 1984, regardmg operation of the economic and commercial offshore
Government ‘agenda aimed at intensification of Pohsh economy promotion and
export growth.

Responsible persons: Minster of Foreign Aﬂalrs Minister of International Economic
Co-operation, M:mster oflndustry and Trade

- Due date:1985. :

6: 'Wo’rkmg out a concepl for making Poland a transit territory in the trade turnover
between East and West, North and South and an altractlve lnlermedtary between
the Eastern and Western countries.

Responsible persons: the Minister - Director of the Central Office of Planning in
" co-operation with- the Minister of International Economic Co-operation and the
Minister of Foreign Affairs.

, Due date: 1995,

7. Preparation of the guidebook on legal lerms and dadministralive reguial:ons
related to the process of investing foreign capital in Poland.

Responsible persons: Minister of the Ownershrp Transfers, the State Foreign
Investment Agency.

'Due date 1995,

8. Estabilshment of lhe monitoring system for industrial mvestmem pro;ecls
undertaken by the {orelgn capital in Poland and creating system of supporting
" regard to the issues of the eqmpmenl and machmery modernization, production
range struclural modermzation and environmenta! protection m the plans of
exporl~onenled mvestment projects and forelgn contracts

Responsible persons: Minister of lndustry and Trade, Minister of the Ownership
Transfers, the State Foreign Investment Agency.

Due date: 1995.

9. Supporling the search for source of financing for the significant investment
projects promising export growlh, by means of investmenl funds or bank
consorliums, - '
~ Responsible persons: M:msler of lndusiry and Trade in agreement with the banks
and bank consorlrums _ _

- Due dale commencmg form 1995 _
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10. Promotion of the hnancmg of the investment pro;ecls parl;cularly lmportanl for
the industry reslructunng process, by means of:
~issuing the Ministry of Industry and Trade opinion, upon- the ‘banks motion, on ._
compliance of the given investment project with the mdustnal pohcy objectives,
including the sectoral programs,
—-organization of consulling and aid in export-oriented initiatives,
- preparat:on of the special program addressed to the smali and medium business -
{see p. Il 1. in section 1l of the "Program...”). -

Responsnble persons Minister. of Industry and Trade Induslnal Developmenl |

Agency, Polish Foundation for Promot(on and DeveIOpment of Medium and Small
Business {afler its founding). - : ‘
Due date: commencnng from 1995. -

11, Advisory support for small and medlum busmesses undertaking exporl achwltes _
(see p. li.1. in section Il of the "Program..."). ‘
Responsible persons: Minister of Industry and Trade, Polish Foundation for
Promotion and Development of Medium and Small Busmcss {(after |ts foundlng) in
co—operation with régional development agencies.. : N
Due date: commencm_g_fro_m 1995.

12, Orgamzallon of training for the ccmpames which are Ieaders of Polish exports
Responsible persons: Minister of Industry and Trade, Industrial Deve[opment
Agency, Polish Foundation for Promotion and Development of Medium and Small
Business (alter its founding), Polish Center of Productivity,

Due date: commencing from 1995. '

Reasoning

The scarc:fy of financial means from the budget and from the aid funds, as well as
economic sitvation of the enterprises, whe have. not at their disposal sufficient
investment capitals, may prove thal the information and ‘organizational instruments
will be very eff:c:en! They must comply with the market—oriented economy.rulés. A
starting point for creation of these instruments should be establishment of the
industry monitoring system, which would provide necessary mformauon and make
basis.for strategic decisions in the scope of the economic ‘policy pnormes fn the
beginning, it should encompass the enferpnses of high export onenlauon

lit. Instruments of the foreign trade policy

Realization procedure:

1. Preparation of the a!ternatwe concepls and solutions regardmg the schemes and
instrumenits for bilaterat clearing of accounts with the Eastern and Ballic countries.
Responsible persons: Minister of International Economic Co-operation, Minister of
Finance. Appointment of ihe inter-sectoral committee is necessary '
Due dale: first hall of 1595:
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‘2. Concluding agreements on economic co-operation and trade with those Eastermn
and Baltic countries, that have not signed such agreements yet.

Responsible persons: Minister of International Economic Co-operation in
co-operalion with the relevant ministers. ' ' '
Due date: through the end of 1995 o

3. Concludmg long-term agreements on supphes ‘of commodities stralegical for

- Polish economy.
- Responsible persons Mmlster of Induslry and Trade in agreement wnh the relevant

L minisiers.

" Due dale: during the penod ull 1997

- 4. Preparation of the Customs Code adapted to the European Union Code and the
GATT/WTO regulations, with simultaneous improving of the refunding system of
cusloms charges levied upon- the raw materials, matenals semi-producls and
“components used for production of export goods.

. Responsible person: Minister of International Economic Co- operahon

Due date: fsrst ha!f of 1996.

5. Continuation of the scheme allowing for cusloms-exemplions for equipment and
raw malerials necessary {or induslry restructuring and not manufactured in Pofand.
Responsible person: Minister of International Economic Co-operation.

Due date: annually.

6. Performing the study on the needs and possibilities of application:

~proleclional clauses, in compliance with regulation of the European Treaty and
GATT/WTO, admilting prolecuon of the domestic manu[acturers and exporters
interests,

~restructuring clause for protection of industries undergoing a restructuring process
‘and domeslic infant industries.

Responsible persons: Minister of Industty and Trade, Minister of International
Economic Co-operation.

~ Due date:1995. '

7. Application of the proteclional clauses, according lo the regulalions of the
European Trealy and agreements concluded with EFTA, CEFTA and GATT/WTO,
admilting protection of the domes't_ic manulacturers interests in compliance with the
obligatory procedures.

- Responsible person: Minister of Internalional Economic Co~operahon

Due dale: according to the presenled apphcahons/conclus:ons and relevant
- procedures,

Reasoning
Regulations under the international treaties will be essential for the purpose of _
export of Polish industrial products development, as they give access lo new

‘markets. These markets have been specified in the agreements signed by our
country w;!h the EC, CEFTA and GATT/WIO lrealy. - The aforemenfroned
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agreements presume that the proteclive custom lariffs for the domestic market and
national producers shall be lowered each year, on the other hand allowing for. the
interim penod to app!y instruments suppomng adap!anon of the indusiry to the
circumstances of qualily and price competitiveness. This may be achieved by
applying protectional clauses and by application,- in. compliance "with the EC
requiations, of the marke! prolection methods not related to cusrom du!.res and
tariffs, which have not been used in Poland yet.
Protective measures within the peried of transformation and resrruc!unng of the
national indusiry should be. accompanied - by the customs . and tariffs policy
stimulating the domeslic production, equalizing chances of the Polish manufacturer -
and shaping the system- of elfective market protection . agamst unfair foreign
compelition, in compliance with the methods settled by GATT.
In order to stimulate export-orienlation of Polish producers and expon‘ers it is
' necessary to maintain active. .exchange rate policy on the ﬂoaﬁng basas and (o keep
. up pace of its ad;usa‘men!s with the inflation rale. -

In view of currency policy the key factor shaﬁ be ach:evement of full extema!
convertibility of Polish zloty. : L : o
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SECTION I : |
TECHNOLOGY - POLICY MEASURES AIMED AT
IMPROVEMENT OF INTERNATIONAL COMPETITIVENESS
OF THE INDUSTRY

Introduction

One of ihe driving forces behind economic growth -is actwe technology palicy,
shaping Ihe interconnections between the areas of education, science and
economy. The technology policy is relaled to innovation-oriented state policy,
lechnical science policy, strategical governmental programs /SGP/ and educalional
policy, hence parl of the proposed measures results from implementation of the
aforementioned policies and programs.  ils main objective - ‘increase of
innovation and improvement of competitiveness in the industry - will be
achieved owing to assislance in devetopment of technical science and research of
new solullons their promollon and |mp!emental|on in the industry.

The Councrf of Mimsters on May 20, 1994 issued a decree amending the decree
regardang deduclions of investment expenditures from income and reductions of the
income tax, which laid down a rule that those taxpayers who had borne investment
“expenses for purchase and inslallation of machinery and equipment associated with
implementation of the licenses, patents and results of domeslic scienlific research
& deveiopment works, may deduct from their income before tax the above listed
expenses, up to 50% of thls income. :

The current system of shmu!allng lechmcal progress is focused on support for the .
research -area. . Basic ‘measures aimed al intensification of the technological
modernization of the industry have been formulated in the schedule for
- implementation of the innovation-orieated slate policy {adopted by the Council of
Ministers on November 22, 1994). The tasks presumed for realization under the
herein Program specify the scope of these activities and bring to attention the issues
related 10 supporting of implementation activities.

The aforemenuoned measures sha!l be undertaken by the Government in the four
basic areas:

I. Research & development area

il. Implementations infrastruclure area

l{l. Quality and modernity area

V. Inlormahon and trammg area.

i..ﬂesearch & development area
Objective - gu:dmg the industrial research & development facilities 1o focus

on improving product competitiveness and expanding economic apphcat{ons
'of the research works held :
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Realization procedure:

Preparing and establishing for the enterprises the system of information on
achlevernents and capabilities of Ihe research & development units, Preparauon of
guidebooks referring to the offered services and solutions.

Responsible persons: Minister of Industry and ‘Trade, Chairman of the Sc;entmc
Research Committee, research & development units.
Due date: consequenlly throughout 1995-1997.

2. Determination and publication of the priority directions of research & development -
works, with a padticular regard to high-tech, ecology--oriented and material saving
technologies (such as biotechnology, malerials ‘engineering,: specialist electronics
and chemical products, optoelectronics, produclion processes automation) ‘
Rasponsible persons: Minister of. Industry and Trade, Chairman of ihe Screnhf:c
Research Commillee, the National Chamber of Economy ' R

Due dale: 1995. - : :

3 Analyzmg and esumatmg the lechnologzcal gaps and mches part:cularly with
regard to the “high opportunity” and high-tech industries, and working oul the
conclusions in respect of these industries restructurmg Preparation of the motions
on eslablishing the research projects ordered for the purpose of solving - key
problems of separate industries as well as their realization schedules.

Responsible persons: Minister of Industry and Trade, Chaarman of lhe Screnmrc
Research Committee. : :

Due date: consequently throughoul in 1995 1997,

4. Facusing budgetary financial means alrocated for the dmsaon of “Scmnce" on lhe
applied research projecls.

Responsible persons: Chairman of the Sc:enhhc Research Commluee Mmlsler of
Industry and Trads. : : -
Due date: consequenliy lhroughout 1995-1997.

5. Orgamza!ton ' of actions promohng ~co-operation ~ of - domestic
research & development facilities wnh the foreign investors, who -take over the
privatized enterprises or urnidertake new industrial projects in Poland. -

Responsible persons: Slale Foreign Investimenl Agency, Technology Agency (after
its founding), Minister of Industry and Trade. : : . : > :
Due date: consequently throughout 1995-1997,

6. Elaboralion of the law on research &development aclivilies and adapting the.
research & development facilities framework to the changmg ownershsp structure _
and needs of lhe industry. '
Responsible person: Chairman of the Scnentlhc Research Commluee Mmssler ol '

Industry and Trade.
Due date: consequently throughoul 1995 1997

/. Promotion of initiatives related to lhe ‘bértiéibat‘ion‘-'bl “Polish
research & development units in the international research projects.
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Responsible persons: Chairman of the Scientific Reséarch Commillee, Minister of
Indusiry and Trade, Technology Agency (alter its founding). .
Due date: consequenlly throughout 1995--1997.

Reasoning

Poor financial condition and decapitalization of fixed assets of the many enterprises
- restrain them from implementation of the research results. Information on the
capabilities of Polish research facilities and understanding of the Polish economy
needs in the research & development units are nol satisfactory. In 1993, ihe
Ministry of Indusiry and Trade prepared a guidebook on the research
& development units, in 1994 - a guidebook on the seclor's products, services,
technologies and laboratories of the research & development units. It is necessary
{o conlinue the actions aimed at: esfabhshmg a nelwork of information feedback
between the economy and the research & development area.

The progress of research works and their industrial applications shall be de:‘ermmeo‘
by financial standing of the enterprises and the possibilities of their participation in
financing of the research profects, exchange of information belween science and
industry and funds available from the slate budget for financing of these area. With
low level of spending for science purposes it is necessary to vse if rationally, for
‘supporting these projects, which facilitate an increase in production of export goods
- and high-tech products, primarily in the sectors of higher development opportunities
in view of market prospects and achieved level of rentabifity.  Within the adjusting
period the funds for research works should be aliocated first of all to the applied
research projects, having a practical economic use.

32 motions have been prepared for 1995, regarding applications for eslablishing
ordered research projects, including: reduction of production costs in the . coal
mining, oplimization of the iron and steel Industry restructuring  process,
restructuring “of the - foundry - engineering, -shipbuilding industry, wood indusiry,
_ ecology-oriented and economizing technologies in the cement and lime industry,
modern - lechnologies in. the - specialized electronics, optoelectronics, power
engineering, works in the lields of materials engineering, wasteless technologies,
wasle uvlilization and chemical protection technologies, defense and safely of the
counlry, health protection.
Advarnicing privalization of the industry requires possibilities for ownership translers
- In the research & development area as well — currently all issues related to the
research & development activily dre covered by fhe law, which m pnncrp!e refers to
" the state owned facilities.
It is also necessary to apply on a larger scale the poss:bmt.res crealed by additional
protocol signed on December 23, 1994 between Poland and rhe European Union,
regarding access to the EC programs -
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I. lmplementatlons mfrastructure area

Objective - intensification of implementations of modern technologies and -
production methods In the industry. :

B_Q,ELIL@JJQH dﬁﬂ

i Foundmg of the Technology Agency, in order to perform the lollow:ng lasks
-commercialization of the applied research area, espemally in lhe l[eld of: modern:
technologies (including the ecology--oriented ones), - : SR
~supporling the implementation processes, = = :

~control and supervision over reallzallon of the straleglcal governmenlal programs
in the industry. _
Responsible person: Mlnlsler of lndustry and Trade '

Due date: 1995. : :

2. Supporhng development ol the reglonal mstalullons which set. lhelr goals on
transferring new - technologies (smenlllao and produclton consortiums, lechnology
parks, innovation centers and so on). . _

Responsible person: Minister of lndusiry and Trade, Technology Agency (alter its
founding), Industrial Development ‘Agency, Polish Foundation for Promotion and
Development of Small and Medium Business (after its founding), National Chamber
of Economy, universities, regional development agencies. : :
Due date: consequently throughoul 1995 1997.

3. Preparation and implementation of lhe program of assnstlng small and medium
enterprises in gelting access to technologies {initialing organization of.new capilal

instilutions, program of gefling access to the scientific research results through -
parlicipation in their financing from the aid funds, development of the mlormahon
system).

Responsible person Mlmsler of Industry and . Trade Chairman ol lhe Sc:enl:llc
Research Committee, Minister of Finance, Polish Foundation for Promaotion and

Development of Small and Medium Business {alter its loundlng)

Due date: 1995.

4. Working out and implementing the licensing policy. T
.Responsible person: Minister of Industry and Trade. It is necessary 10 appoint the
inter--sectoral committee by the Prime Minister. : : o

Due date: 1996.

5. Modallcahon of lhe lechnology policy lnstrumenls applied |n the tnduslry afler
having analyzed their effectiveness.

Responsible persen: Minister of Industry and Trade Mzmster of Finance, Chairman
of the Scientific Research Committee.

Due date: annually.

6. Sludy on lhe resources and effectiveness of the technical development in the
induslry, efliciency of the research & development lacilities and their activily.
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'Responsmle person: Minister of Industry and Trade Chairman of the Scientific

Research Commiilee.
Due dale: peruodncaliy.

Reasoning

It is essential lo reinforce processes of lransferring the resulls of research works and
their better ao&usrmenf fo market stiategy adopted by the industrial enterprises.
With this aim in view the Technology Agency shalf be established. It will serve the
purposes of raising technical competitiveness of Polish industry, functioning as the
national center of  transferring new - lechnologies directly to the enterprises.
Adoitionally, the regional development agencies will be evolved, aiming al
supporting implementations, promotion and commercialization of the research
results, as well as transfer of new technologies to small and medium enlerprises.
The practice -of highly developed countries justified this direction of adopted
solutions.
tmprovement of effectiveness of the financial and organizational mstrumenrs
stimulating modernizalion processes is - also indispensable. The domestic
~ research & development capac;'nes will not be able to make up the many years'
detainmen! in technical progress all by !hemseives The conlribution of foreign
technolog:es shall be necessary, e.g. by purchasing of licenses. it is related lo the
necessily of working up the licensing policy.

lil. Quality and modernity area

'O_bjective ~ 1o ‘attain intemali__o_nal quality s_iandards and modernization. of
production. _

Realizalion procedure:

1. Creation and implementation of the supporting schemes for modernization of the
machinery and equipment stock and renewal of the producllon range, by means of -
‘organizational _and system solutions provided for in the "Objectives of the
innovation—oriented State Policy".

Responsible person: Chairman of the Scientific Research Commitlee, Mrmsler of
industry and Trade and other ministers of economic sectors, Minister of Finance. -
Due date: 1995-1997, ' :

2. Harmonization of the national technology standards, quality control system
{allestation and cerlificates) and safely regulations with the European Union
standa(ds including preparation and implementalion of the quality conlrol systems
in the enterprises and research & development units, implementation of the quality
comrol promotional program as well as publicalion of the good naticnal patterns.
Responsible persons: Polish Standards Commitlee, Polish Center for Research and
Altestalion, Minister of Industry and Trade.

- Due date: 1995-1997; conlmuahon according to the adopted schedules.

3. Intensification of . the eco-oriented measures through introduction of Clean
* Produclion rules inlo production and development programs of lhe enterprises,
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working out model of measuring technolog:es in respecl of the natural environment
protection, promolion of recycling, eco-oriented and material saving technologies.
Responsible person: Minister of Industry and Trade, Minister of Environmental
protection, Natural Resources and Forestry. :

Due dale: c¢onsequently throughout 1895--1997.

4. Establlshmg the program of introduction automation systems mto the rndustry
within the framewark of UNIDO regional (European) program.

Responsible persons: Minister of Industry and Trade research & deve!Opment umls
Due date: consequently ihroughout 1995~ 1997 L

5 Preparat:on and Implementalton of a program for restonng smporlance and ro!e of
brand names and lrade marks.
Responsible persons Mmsster of Indusiry and Trade Nalronal Chamber of

Economy.
Due date: second hall of 1995.

Reasoning

Improvement of innovative qualities 6f Polish industry is a precondition of improving
ils competitiveness. Innovative qualities mean industrial enterprises’ capability and
motivation to continuous search for results of the research & development works,
new organizational concepls, improvement and developinent of existing production
processes, modernization of the machinery and equipment and applying them in
practice. The slalistical data show that Polish enterprises are described by: lack of
capabilities for  financing  progressive investment  profects and
research & development works from theif own accumulated finsncial means, low
ratio of machinery and equipment restitution (due to excessive depreciation
periods), Insubstantial use of computer lechnic in designing, management and
manufacturing processes, low level of modernity and eco-orientation of applied
rechno!og:es The standard of products standardizaiion, tesls and arlesfauon does
not impose suilable level of produc!:on quality and modermry o E ,

IV. Information and training area

Objective — improvement of the scientific, technical and marketmg mformation
system, raising staff qualifications.

Healizalion procegure:

1.ldentification of the economic enlities ‘needs- in respecl of personnel tralmng
posigraduate sludies and other forms of supplemenlary education,

Responsible persons: Minister of Induslry and Trade Mlmsler ol Nailonal Educalron
Due date: 1996. - : '

2. Making a list of the systems serving scientific, technical, markeling and hnanc:ai :
means avanabnhly mfounalaon feedback as welt as its pubhcahon ~ '
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Responsible persons: Chairman of the Scientific Research Committee, Minister-of
Induslry and Trade, National Chamber of Economy Technology Agency (alter ils
founding).

Due dale: 1996.

3. Intensification of training and promotional actions in the aspects of productivity,
with particular consideration for management systems and markeling stralegies,
Responsible person: Minister of Indusiry and Trade.

Due date: consequently throughout 1995-1997,

4.. Adapling directions of professional training and supplementary education as well
as educalion programs to changing needs of the industry (padicularly in the scope
of modern methods of organization, management and marketing).

Responsible persons: Minister of National Education, Minister of Industry and Trade
Due date: consequently throughout 1995-1997.

B_Q_ason ing

Transformation processes in. the Induslry require recruilment into the
research & development and designing units and enterprises management stalf
professionally educated in modern way, which means persons skilled to efficient
and innovation-oriented performance of their duties. The present information and
education systems are not adjusted to the projected structural and ownership
changes in the industry and to the development of small and medium business
sector. It is obedient to .organize such system of supplementary .education of
personnel, which would be suitable for changing requirements of both the industry
and the research & development area during the transformation penod
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SECTION lii o S C
STRUCTURAL CHANGES NECESSARY  FOR
iIMPROVEMENT OF THE INDUSTRY COMPETITIVENESS

Introduction

Suslaining of the achleved growih arong with further deveropmenl of Pohsh'
industry depend on consistent realization of changes in the industry structure. ILis
related to necessity of deep modernizalion, enabling mprovement of domeslic
products compeliliveness, both in the domestic market and abroad. This in turn,
requires quick progress in adapting the industry - structure' to the needs of
market-oriented economy, through crealing suitable legal and ‘organizational
- solutions (including elaboration of the industrial law), as well as' economic and:
" program conclusions for changing its ownership, financial and technical slructure.
The basic spheres of actions include: '

I.  Transfer of ownership o
I Changes in the industrial structure
13 Guiding development in regions of high induslrial concenlrallon i
V. Internal restructunng of enterpnses

I. Transfer of ownershin
Introduction

Privatization process of the slale owned enterprises is aimed at increasing
economic elficiency and ensuring advancement of entrepreneurship  and

innovations. In result of this process extended contribution of hnancual means for
investment and development purposes should be attained.

The ownership transters process is currently carried on under .procedures

referred in the law on privatization of state owned enterprises and the law on .
slate-owned enterprise. In 1994, proceedings based upon the law on Ntional
Investment Funds and their privatization were commenced. There were faunched
procedures of debt conversion into shares, on the basis of proceedings reguialed by
the law on financial restructuring of enterprises and banks.

The tasks provided in the herein “Program..."lead 1o equahzatlon of legal
terms of operation for all economic entities, basing upon the Commercial Code.

_—

Structure, interpreled in aspects of both ownership form and size of enlerprises (smalf, '
mgdu:m a)nd large ones), as well as of products processing slage (extraclive and manufaciuring
ustries .
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‘Objectives ~ unification of terms of operation for all economic entities,

regardless of their form of ownership,
-~ mcreasmg management efficiency.

Realization Drocedure:

1. Establishment of the State Treasury and elaboration of a relevant law.
Responsible person Bureau of the Cabanel
Due date 1995

2. Imp!emenlatron of the program of general transformation of state owned
enterprises into one-holder companies of the State Treasury..

Responsible persons: Mmlster of the Ownershrp Transiers, Minister of Industry and
Trade. :

Due date' r 1995

3..  Expanding of- applrcatron possrbrlrtres for capital market rnstruments in the
“privatization process.

Responsible person: Minister of the Ownership Transfers Minister of Finance,

Due dale: 1995,

4, Implementation of specialist restructuring programs {e.g. the Stabilization
- Restructuring. ~ Privatization program and the law on ownership transfers of
cerlain enterprises of particular importance for the national economyy).

Responsible persons: Minister of the Ownership Transfers, Minister of Frnance
Minister of Industry and Trade.

Due date: 1995.

5. Amendments in the bankruptcy Iaw aimed at advancemenl of the bankruptcy
praoceedings.: :

Responsible persen: Minister of Juslrce

Due dale: 1995. S

6.  Preparation of the draft of Industrial Law {see also seclion il.1.1. p. 2). itis
necessary to appoint the intér-sectoral committee. _

Responsrb!e person; Minister of Industry and Trade.

Due date: - first half of 1996,

7. Sp'ecificalion of these economic sectors and types of enlerprises, which shali
be subject to special conlrol of relevant stale aulhon!res during the process of

privatization.
Responsible persons: Minister of lhe Ownership Translers, Minister — Director of the

“Central Planning Office, Minister of Industry and Trade.
Due date: 1985-1987.
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Reasortin

It is obedient to srgnmcanr{y improve management. of the stafe owned emerpnses '
through efficient management slruclures, quided by ‘the market rules. The above

set objective shall be achieved by means of lansformation of state owned

enterprises into commercial companies {incorporaiion process). {t assumes prompt

switch from hardly efficient, in most cases, organizational and legal framework of

stale owned enlerprises to a legal forin implemented by market-oriented economy,

namely a corporation. The incorporation process should be completed as soon as
possible and encompass all enterprises, with only excep! for those listed in particular
laws. - The previous experience indicates -a necessity- of quickening pace of-
sconomic reforms, including privatization., The share of stale owned sector in GNP,
production and employment is slifl high, however it shows a clear decline. The
privatization process shall be intensilied through . applying its various forms.

Additionally, there is an urgent need of regulating the ownership relations with
respect lo state owned propedy remaining at the disposal of state owned economic

entities, hence there are proposals of new: requlations regarding principles of
founding, operation, sanation and liquidation of the state owned enterprises.

Il. Changes in the industrial structure

1. Policy measures addressed to small and medium business
(SMEY? ARG - | | |

Introduction

Development of small and medium business sector will allow for: :
-~ reduction of unemployment caused by restructunng or nqmdalmn of slale owned-
enterprises, : Lo P
- expansion of private sector's share in the economy slruclure
-- creation of modern co-operalion and services environment.
In order to perform the above set tasks, it is required to repeal the exisling legal, tax -
and financial barriers, as well as to expand lnst:tuhonal asmslance in orgamzahonal
information, training and technology areas.
The syslem supporting SME development is referred to in the draft of "Pohcy
‘addressed to small and medium business”.
Supportive measures for the SME sector shall be carried on in four basic areas:
1. Developing conditions in order to lacilitate advancement of the SME seclor .
2. Reduction of the operalional risk of SME :
3. Modeling conditions suitable for improving compellllveness o! the SME seclor
4. Development of the financial services market.: : TR

Objective — development of small and medium businesses. .

—_— .

According to the EC standards the category of SME means coﬁnpames tha! employ up 250
people, and their turnover does not exceed ECU 20 million or balance sum does not exceed ECU 10
milion. Some countries, however, accep! employment limit up lo 500 peOpIe
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I.1.1. Developing conditions in order to facilitate advancement of the SME
sector

Realization procedure;

1. Amending of the legal system afler its review, in the first place of civil and
commercial law, in view of their impact on founding and operation of small and
medium busmesses and their compliance with the EC regulations.

Responsible person: Minister of Industry and Trade.
Due date: review of the law - {irst half of 1995, amendments - 1995-1997.

2. Preparation of the draft of Industrial Law which, in its part concerning small and
medium business, will include: the issues of definition of small and medium
‘enterprise, legal forms and rules of conducting business activily in the fields of
industry, trade, services and handicraft as well as regulations regarding economic
self~government and businessmen organizalions.

Responsible person: Minister of Industry and Trade.

Due date: first half of 1995.

3. Supporting development of regional and local organizations aimed at promotion
and aid for the SME seclor, particularly in the regions'of potential structural
unemployment.

Responsible  persons: Mlmsler of Induslry and Trade, Polesh FFoundation for
Promotion and Development of Small and Medium Business (after its founding).

Due date: consequently lhroughoul 1995-1997.

Heasom_g

In the past few years requf?::ons con!rof!mg conducling of business aclivily were
amended for many limes.: In order to ensure their iniegrity and compliance with the
£C regulations, they should be thoroughly analyzed and reviewed, amended and
codified as a consolidated document.

The issves of economic self-goveinment need systemat:zalfon and introduction of
the rule of common access of economic enlities into the self-governmeni
institulions. - Equally important as legal issues, is a problem of suvitable social climale
-around “entrepreneurship at the moment of founding and organizing small and
medivm companies, which is accommodated by neiwork of organizations supporting
establishment - of  new . businesses. - They include among others regional
development agencies and incubators of entrepreneurship.
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_111.2. Reduclion of the operational risk of SME

Realizalion procedure:

1. Complelion of preparations over the draft of law on Tax Regulalion.
Responsible person: Minister of Finance.
Due date: 1895,

2. Establishment, basing upon the aid funds, of local credit guarantees fund for
small and medium enlerprises -in one of the regions intimidated with" structural
unemployment. ' o o e ST : _ o
Responsible persons: Minister of Industry and Trade, Minister of Finance.

Due date: second half of 1995.

3. Assisting and parlicipating in establishment of the system of regional mutual
assurance socielies. : o o T
Responsible person: Minister of Industty and Trade and regional development
agencies. : e 3 '
Due date: consequently throughout 1995--1997.

Reasoning

Businessmen organizations report objections as to taxation forms applied to smaif
companies, rules of keeping the financial evidence and difficult access (o the bank
foans. : : ; : ' _ R
Reduction of the operational risk of SME requires then:
~ stable and reasonably simple taxation system,
— availability of bank loans,
- crealing possibilities of providing credit guarantees. _ :
in 1994, the Fund of Credit Guarantees for Small and Medium Business was
eslablished in the Bank Gospodarstwa Krajowego (BGK)- /Bank of National
Economy’. It is aimed at facilitating smalil and medium companies access to bank
loans. : _ _ S . ‘ '
The refevant measures were underiaken, aimed at preparation of the project of local
credit” guarantees fund established with participation of the aid funds and its
implementation as a lrial (pilolage) project. According to the presumptions, the fund
will be available first of ail for the companies creating new jobs in the regions of high
unemployment risk, undertaking investment projects in order to launch production
basing upon new, fuel and energy saving and environmenlal friendly methods and -
lechnologies. The alternaltive is eslablishing funds allowing for mutual guaranieeing
‘epayment of the received loans by the companies themseives. .There is abig
- chance of solving this problem through selling the neiwork of regional muival
assurance socjelies. ' ' '
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1.1.3. Mode!ang conditions sunab!e for improvmg competitiveness of the SME
sector

Realization procedure:

1. Support and promotion of institutional assistance in organizational aspects and in
respect of facilitating access to information in the fields of management, finance,
markeling, quality control, professional training and alike.
Responsible person: Minister of Industry and Trade.
“Due date: conseguently throughout 1995--1997.

2. Imprementahon of the system enabling mvolvement of the SME seclor in the
industrial co—operation.

Responsible. person: Minister of Industry and Trade, Polish Foundation for
Promolion and Development of Small and Medium Business (after its founding).

Due date: consequently throughout 1995~ 1997

3. Creation of special system of organization and procedures for supporting the
SME seclor's access to technologies.

Responsible person: Minister of Industry and Trade, Technology Agency (afler its
founding).

Due dale: 1996. ’

4. Complellon of works over the drait of the law reguiallng the operalion ol
commodnty stock exchanges.’

Responsible person ‘Minister of Industry and Trade.

-Due oate 1995

Reasoning

Majority of newly established Polish smalf and medium businesses are trading and
services companies. The industrial enlerprises make only 19% of them, and the
share of high-tech industries is insignificant. The main reasons of such situation
are, on one hand - high capital consumption of production, and on the cther hand -
lack of knowledge and skills of the people, who start business operation. Qualily
and price of the products are the mos! imporlant factors of their competitiveness,
. both in the domestic and foreign markels. Both factors are influenced by the applied
technology, quality conlrol and management. ‘Modeling of favourable conditions for
organizing instilulions which accommodate the polential businessmen's access 1o
- modemn fechnqlogies,' supplementary professional education- as well as
confemporary mahagemen! "methods through qualily contral systems are
mdfspensab!e as measures aimed at :mprowng compelitiveness. It is much easfer
for small 'and medium enterpnses to co-operate with large producer than to
manufacture final goods all for themselves.. Hence, it is important o creale
a system of ‘searching for po!ennau‘ parmers for co-operalion, both domestic and
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foreign. The Network of Co--operation Conrracrs Agencaes eslablished owing lo the

aid funds, is an example of such system.
The commodrry stock exchanges could also facilitate operation of the SME seclor,

which requires appropriale legal regu!ar:ons

1.4, Developm‘ent of the financial services market

Reahzalron procedure

1. Creating legal framework specrfymg ruies for establrshment and operatron of :
non-banking financial institutions, in arder to support local credll guarantees funds

tor small and medium business.
Responsible person: Minister of Industry and Trade, Munrster oi Fmance

Due date: first ha!f of 1996.

2. Acqunrrng financial means from rnternalronal ald funds a!located for supporhng .
development of the SME sector and supervision over their rational use.
Responsible person: Minister of !ndustry and Trade.

Due dale: according to the procedures of using the aid funds.

Reasoning

Limited availability of bank loans for small and medium busrness is involved with
these sector's inability to present appropriate pledge of the granted loans and it isa
result of the bank's unwillingness to bear extended risk. Therefore, it is essential to
create suitable circumstances for establishment of financial institutions supporting
local credit quarantees funds for small and medium business. Avar!abr!rry of a serigs. .
of international aid funds for financing development of the SME sector and their
inefficient allocation entails a necessity of institutional support of measures aimed at
intensified allocation of these financial means. :

11.2. Restructuring of the industrial sectors’
Introduction

One of the methods of improving compelrlrvenees of rndustrral enterprises is therr )
ownership, organizational, financial and technological restruclunng based upon the.
results of .sectoral studies. In restructuring processes the. lorrns of acceptab!e state
assislance are applied.
Detailed information on sectoral programs are presenled in the enclosure lo the
program. There have been descnbed both actions .aimed at. restruciurrng of the
industrial infrastruclure, ie. coal mining, glectrical power engineering, (] seclor,
defense sector, iron and steel industry and “heavy chemislry”, as well as the "hrgh :
opportunity’ seclors. = Hence, . internalional compelrlweness of the mdustry is

—_

o The seclor means hére a gfoup of'emerpnses selected upon a cerain criterium (see_
Objectives of Induslrial Policy adopted by the Governmenl in 1993). ‘
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a combination of progress in mp]emenlatron of all programs and direct involvement
of individual enterprises in their realization.

"In the herein “Program .." special significance has been assigned to the
development of "high opportunity” sectors. This category represents those industrial
seclors, which, owing o favourable market prospects and views of eificiency, should
gradually engage surplus labour resources. Thus, this will entail transformation of
the induslry secloral structure in the direction of increased share of modern, efficient
and sellable production (in long-term). The program presumes introduction of
a system of estimating industrial sectors in view of their development capabilities,
and then, implementation of the multi-directional actions stimulaling and promoting
progressive initiatives.

Objective - to adapt industry slructure to the needs of open economy and
improvement ot Polish industrial offer competrtweness partlcuiarly in the
sectors: : :
- deiermmrng the power supply and defense security of the counlry,

-- of "high-opporunity”.,

I1.2.1. Resiructuring of sectors determining the security of power supplies of
the country results from the "Proposals regarding restructuring programs for coal
and lignite mining, gas and eleclric power engineering, heat engineering and liquid
fuels industry" adopted by the Council of Minislers on May 19, 1992 and the
program, adopled successively by the Govermment on March 29, 1994, of
"Reslructuring of coal mining. Program for realrzauon of slage Il during the pertod of
1994 - 1995". : :

- Reahzal[on grocedure

1 Preparalion and lmp!ementahon of the ! Objectrves of Ihe Power Supply Policy in
* Poland till 2000". _
Responsible person: Minister of Induslry and Trade
Due date: first half of 1995 — presentrng the document for KERM's review.

? Completion of works over lhe Power Englneenng Law.

‘Responsible person: Minister of Industry and Trade. _

Due date: first half of 1395 (adopting by the Councrl of Ministers the document
: accepted by KERM on November 10 1994.

3. Un_derlakmg of _restruclunng achons, accordingly lo the programs mentioned in

the enclosure “Information on sectoral sludies and programs supervised and

controlled by the Ministry of Industry and Trade”:

- restructuring of the electric power sector (item 4)

- restructuring of the coal mining (item 2},

- restructuring and privatization of the oil sector (item 6),

— organizational- reslruclunng of the Polrsh Qil and Gas slate-owned enterprrse
(item 5),
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~ development of gas enginee?ing,-accordingly to the "Report on Natural Gas
Supplies lilt 2000” adopted by KERM on December, 23, 1992. B

1.2.2. Restructuring of the defense sector will be realized basing upon the
program presented for approval to KSORM (item 7 of the enclosure "Information ...).

I.2.3. Restructuring of the energy-~ and ‘capital-consuming  sectors is
_regarding continuation of the program adopted in December 1992 for the iron and
steel induslry (item 1 of -the enclosure "Information ...) as well as a program -
efaborated for the “heavy chemistry* sector (item 10 of the enclosure

“Information ...).

I.2.4. Monitoring of the secloral prograins realization adopted by the Council of
Ministers. Presenlalion of the annual reports to the Council of Ministers. '
Responsible person: _ o : R

Minister of Industry and Trade, Minister of the Ownership Transfers.

Due dale:

annually.

Reasaning

Industrial policy specifies sectors, which require special involvement of the state in
their reslructuring processes. The above concerns the seclors essential for power
suppfies and defense securily of the country, namely the fuel and power engineering
and delense industry. Within the fuel and power supply sector. restructuring is
aimed at applying new energy-saving technologies, solving the problems rélated to
ecology, sleering towards improvement of economic and technical efficiency and
- self-financing of these sectors. Within the defense seclor, resiructuring process
leads to providing production capacity at a level assumed by the defense doctrine

- and conversion of part of production capacities for the civilian production purposes. ©
Restructuring of the energy- and capital-consuming -seclors must be conlinued,
since ineflicient operalion within these sectors affect the whole economy. {l is
impossible lo reslructure other sectors without restructuring of the energy- and
capital-consuming sectors, as they belong to industeial infrastructure.  In the years
"1985-1997 the restructuring processes will include first of all: iron and steel industry
and  “heavy chemisiry” sector, which. need technological modernization,
implementation of new production methods lessening their adverse impac! on
natural environment, as well as adjusting production range and scale and products.
quality lo the co-operalion needs of other sectors and the markel. -
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H.2.5. Development of "high opportunity sectors"
Introduction

This area includes the indusliries, which;

- — are generating modernily and technological modernization,

~ have possibilities of developing profitable export aclivily, _

—-are essential for modernization of the indusiry and improvement of its structure.
This concerns especially those cases, when individual market success brings
posntwe external results to the whole industry.

Highly efficient projects in-this area shall be supported by various forms of state

policy. Favourable circumslances for development of these industries shall be

crealed, by means, for. example, -of - giving priorily in recommending them to the
domestic and foreign investors, making available international aid funds al the

Government's disposal, increasing expenditures on research & development,

assistance in modernization of existing economic entities and in establishing new

ones (from desugmng stage to fuII malunly of ihe project). -

Realization procedure:

1. Drawing oul annual ranking lists, estimating development chances of industrial
seclors in view of marke! dynamics, ach:eved elhciency and proved operallonal
skills (see enclosure to section lli).

- Delinition of the high opporlunities area (reviewed each year),

Responsible person: Minister of Industry and Trade, Cenlral Office oi Staustscs

Due date: third quarter of each year '

- 2. Preparation and implementation of the monitoring system of situation and terms
of operation for the enterprises classified as “high opporlunity” sectors.
Responsible persons: Mamster of Industry and Trade, (,entral Oﬁice of Statistics.

Due date: 1995

3. Unde(laklng research aimed at identification of market niches and conditions of
“promolion (bolh within the country and abroad), glvmg chances of mcreasang ‘sales

of Polish products wilhin the high opporiunity area. : '

Responsible persons: Minister of Internallonal Economic Co-operalion, Minister of

Industry and Trade.

Due dale: through the second quarter of 1995.

4. Underlakmg research aJmed at identification of technofogacal gaps and niches, as

~ well as 'scope: of research & development works: and new technical solutions
{products, technologies} preferred in respect -of restructurmg and commermal

expansion within the "high opportunity” seclors area.

Responsible persons: Minister of Induslry and Trade, Chairman of the Scientific

Research Committee.

" Due date: commencing from the second quarter of 1995.
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5. Inspiring and promotion of industrial enterprises and research &deveropment

units initiative within the “high oppertunily" sectors area, in lhe scope of;

~ present commercial offer,

- developmenl pro;ecls

- offers of co—operation (lrade, markeling, industrial co-operataon in techmcal and
capital aspects).

Responssb!e persons: Minister of Industry and Trade Mrmster of fntemauonar

Economic Co- operanon State Foreign Investment Agency.- S

Due date: commencing from the second quarler of 1995,

6. Working oul the program of convertmg forelgn debts mto shares in caprlal of !he
selected enterprises of "high opportunity™ sectors. - _
Responsible persons: Minister of Finance in co- operatron with. Mrmster of Industry
and Trade. . : : - - : :
Due dale 1995

7. Prepanng sectoral studies and programs for these "high o,oporlumty muustnes
which require restrucluring. Continuation of the already started studres {item 16 of
the enclosure "Information ...). _

. Responsible person: Minister of industry and Trade.

Due date: consequently lhroughoul1995 1997.

8. Superwswn and control over sectoral programs prepared for the "hlgh.
opportunity” sectors, including: : :

- "Program of Measures Aimed at Restruclurmg of Po!rsh Pharmaceuhcal Induslry _
adopled by the Council of Mlmsters on November 2, 1995 (item 3 of the enclosure
“Informalion ...).

- *Mechanisms of the Stale Policy Addressed to Shipbuilding Industry Aimed: at
-lmprovement of ils Compeliliveness® — after having acquired Govemmenl S approval _
(rlem 8 of the enclosure “Information ...}.

"Restructuring Program for the Non-Ferrous Melals Induslry - after havmg
acqmred Government’s approval (item 9 of the enclosure “Information ...).
Responsible persons. the = ministers. and organizalions indicated. in . the -
atorementioned programs, managers of the enterprises. : o
Due ¢ate: according lo the programs

9. Organization of training and supportwe measures (|n the held of orgamzatlon _
management and markeling, international quality contro! systems, etc.) for. the -.
enterprises undertaking mp!emenlalron of khe sectoral programs wrthln the "h;gh
opportunity” area. :

Responsible persons: Mlmsler of Induslry and Trade Induslrral Developmenl. :
Agency. _ _ B T
Due date: consequenlly 1hroughout 1995 1997,
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Rga.sgafﬂg

In view of further industrial deveiopmenr it is obedient to find out sectors, products
or enlerprises called “stars” in marketing, which have achance of reaching
competitiveness in the nearest future and becoming one of the driving forces of the
economy. The slale assistance shall be addressed to these seclors and products —
not only in its financial scope (tratmng, information, active promotion), supported by
the aid funds. The ranking lists shall' be drawn out basing upon cerlain criteria, the
monitoring system shall be introduced and the secloral studies will be continued.
Some sectors have been already examined (e.g. pharmaceutical, shipbuilding and
non-ferrous metals industries) or are currently subject lo inspection. In resulls of
the performed studies, there are techno!ogfcal gaps and niches revealed, the scope
of required restrucluring processes is defined, and the directions of preferred
research and implementations as well as promotional needs are identified. The
influence of legal and macro-economic terms of operation on the enterprises under
examination -is delermined, thus the conclusions for economic policy may be
formulaled.

Working out and mfroducmg in practice the rules of conversion the foreign debt into
share in capital will become one of the forms of solving problems of Polish foreign
indebledness and foreign investments promotion. The conversion program will
concern particularly the sectors and areas of greal ;mporrance for the industry
modermzafron and expor! oppodumlfes

I.3. Industrlai share in development of the 1echnical infrastructure of the
country

- introduction

- Slructural advancement and modernization is one of fundamental elements of the
- economic growth' stralegy. - Under’ the circumstances of extensive industry
restructuring process, often involving considerable employment reductions, the
measures aimed al development of the nalional infrastruclure are making
opportunilies for crealing new jobs and industry development. This will creale as
well opportumtles for srnall and medium bus:ness whtch would underiake risk of
presenling relevant offers. |
The undertaken actions will focus on the fo!lownng programs of building:
- highways,
~ national gas supplying network and lrans:l gas-pipes
leiecommumcallon system -
- raﬂway system
— water-ways.

Objective - participation of domestic industry in the national infrastructure

development programs, allowing for:

- production growth - and lmprovemeni of ihe technological advancement of
products,

- creating new jobs.
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Realizalion procedure:

1. Promotion of the highways construction program and supporting the initialive of
industrial enterprises (presenlation of requirements and. terms of . dehvenes
catalogues of offers, proving conditions of attestation). _
Responsible person: Minister of Induslry and 1rade Minister of Transporl and

Sea-Shipping.
Oue dale consequently lhroughout 1995 1997.

2. Promohon of the national gas supplymg network and lransn gas pipés .
construclion program "and supporling * the initiative . of industrial- enlerpnses
(presentalion of offers, co-operation, condilions of attestatlon) . e |
.Responsible person: Minister of Industry and Trade.

Due date: consequently throughouHQQS -1997.

3. Supporting the mntlalwe of tnduslnal enterpnses taklng interest in partlcrpahon ln
the telecommunications development program.
Responsible - - persons: . Minister of  Industry ‘and Trade, Mimster- of’
Telecommunication. - — : :
Due date: consequently lhroughoul 1995 1997

4. Preparation of the reslructUring program far the rolling stock sector, consolidated
with the transport policy, within framework of supporting the initiative of industrial
enterprises taking mleresl in . participation in the railway system development
program. 3
Responsible person: Minister of Industry and Trade.

Due date: 1986.

ill. Guiding development in regions of high industrial concentration
introduction

During the period of 1995-1997 supportive measures will involve regions of high
industrial concentration, such as Walbrzych, Lodz, and Katowice provinces and
cilies dominated economicaily by one big induslrial plant - for example Mielec. .

Objectives - releasing tocal m:llat:ve for estabhshlng new. lypes of busmess
activity, .

- improvement of natural environment condilion in the reg:on
owing to modernization and closing down the pamcularly noxious plants

- creating new jobs. : :

Accaording lo the Stale Regional Policy. Ob;echves adopled by lhe Councn oij

Ministers on July 12, 1994, the main courses of actions tocus on:

- !ncreas:ng effectiveness of orgamzahons parlicipating in realizalion of mdustnal
policy at the local and regional levels,
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- supporting development of small and medium business,
- correlating governmental sectoral reslructunng programs with the regional

€CONOMIC programs,
— establishing special economic zones.

Reahzation procedure:

1. Preparation and implementation of efficient system of regional development
agencies financial aiding in their actions aimed at introduction of modern technology,
gspecially in small and medium enterprises.

Responsible persons: Minister of Industry and Trade, Industrial Development
Agency, Polish Regional Development Agency, Technology Agency (alter lts
founding), Minister of Finance.

Due date: 1995. '

2. Performing a study on effective allocation of financial means ifrom ‘the Slruder
international aid fund and undertaking refevant measures.

‘Responsible persons: - the - Minister ~ Director of Central Planning Office,
Government Representalive for European Integration and International Aid, Polish
Regional Development Agency in agreemenl with reglonal development agencues
Due date: hrst haif of 1995.

3. Drawing out and concluding regional conlract in the Katowice province and

implementation of mechanisms involved by correlation of sectoral restructuring

programs with the Upper Silesian economic policy. o

. Responsible person: Voivode of Kalowice in co--operation with regional -
selfhgovemment orgamzatlons and lhe Msnssler of Industry and Trade '

Due date: 1995. ,

4.. Preparal:on and 1mpiemenlauon ol operational programs for the Walbrzych
province accordingly to the "Walbrzych Province Davelopment Slrategy"
‘Responsible  person: Voivode of Walbrzych, economic self-government
organizations, Regional Development Agency, Foundation of the Walbrzych Region,
Due date: consequently throughout 1995-1997.

5. Elaborahon of specific so!uuons and realization of objectives set in Lodz Region
Restructuring Program including realization of the "Lodz Cotton* and "Lodz Wool*
programs.

Responsible person Voivode of Lodz.

Due date: according to the aforementioned programs.

6. E_s’labl;'shmen_t' of Ihe trial special economic zone on the grounds of the law dated
Oclober 20, 1994 {Gov.” Laws & Regulations Gazelle No. 123, ilem 600) and
elaboration ‘of the draf of Council of Ministers decree instituting this zone.

Respons;ble person: Minister of Industry ang Trade. .
Due date: first quarter of 1995- drafl of the decree eslabhshment of the zone'

Lo 1995.
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7. Establishment of the subsequent special economic zones.
Aespons ble person: Minister of Industry and Trade.
Due dale 1996-1997.

8. Supporling measures aimed at eslablishing mutual assurance societies {section

I.1.2. p. 3). S
Responsible persons: Mlmster of lndusiry and Trade, regional development

agencies. .
Due date: 1995~ 1997

Reasoning

H’eg:ona! developmen! agencies should consokdafe interests of local aufhormes

banks and central government in entrepreneurship promotion, organization of
economic projects financing, participating in preparation and implemenlation of
restructuring programs in the region and their correlation with economic policy of the
province. Currently, regional development agencies are subject to taxation same as
- common economic entities and they have small cap:ta!s at their d.'sposa! -
insulficient for effeclive operation. Parallel, practices of various countries proved
high efficiency of this type of organizations, particularly in the scope of implementing
new lechnologies and supporling development of small and medium business,
however on the condition of providing them with sufficient financial means (from the
stale budget and aid funds). .

The law on eslablishing special economic zones reveafs new opportunmes of
realization of regional policies, particularly in the cities dominated economically by
one big plant, having at its disposal technical infrastructure, qualified staff and
unappropriated assels. Such enterprise — provided that an attractive offer for
potential investors was presented, which usually is accompanied by development of -
small business - may become sourcé of economic development and create new
jobs. In 1995, the Minister of Industry and Trade is going to establish first pr!o!age
zone, and in 1996-1997 — several noxt zones. While deciding on the specraf zones
location, mainly economic criteria shalt. be considered and in case of equally
aliractive motions — additional elements arising from legal objectives of special
economic zones establishment shalf be reviewed.

IV. Internal restructuring of enterprises -
Introducticn

Markel-oriented economic environment forces the enterprises to change their
Stralegies. Internai reslrucluring of enterprises is regarding both technological and
assortment ransformations, as well as organizational and legal changes. Many of
the inslruments stimulating enterprises restructuring. have  been mpfemenled :
already. The herein "Program ..." specilies measures almed‘_at, their extended :
practical application. It also assumes systematization-and stabilization of legal .-
;erms of conducling business activily, for example by elaboration of the Industrial
aw, _
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Objective - modification of the internal structure of enterprises with purpose
of their market and marketing stimulation, improvement of economic indexes,
techinological aspects and management system.

Realization procedure:

1. Creation of systematized legal conditions, e.g. by elaboration of the Induslrial Law
(section lll, chapler li.1.1. p. 2).

Responsuble person: Minister of Induslry and Trade

Due date. hrsl hal! of 1996."

2. Orgamzatlonat and hnanmal assistance rendered to enlerpnses through
intermediary of extra—government institutions.

Responsible persons: Industrial Development Agency, Slate Foreign lnveslment
Agency, regional development agencies.

" Due dale: consequently throughout 1995-1997.

3. Extending scope of application of management contracts, creation of the
supporling system, including guarantees for managers.

Responsible persons: Minister of the Ownership Translers, Minister of Industry and
Trade, Minister of Finance, Industrial Development Agency and other
extra-government institutions. '

Due date: consequently throughout 1995--1997.

4. Working oul new {orms of financial restructuring.
Responsible person: Minister of Finance.
Due date: through the end of 1995.

5. Improvement of the system of allocaling budgetary financial means for the
purposes of supporling restrucluring processes (in 1995 the EFSAL one is

funclioning) in cases, when it is impossible lo acquire funds from other sources.

~ Responsible persons: Minister of Finance, Minister of Industry and Trade (in the

respect of giving opinion on enterprises initiatives).

Due date: 1995.

6. Giving access to budgetary subsidies allocated for restructuring of enterprises
liabitities towards ZUS /Social Security Office/ in 1995.

Responsible person: Minister of Finance, Minister of Industry and Trade (in respect
- of determining the principles of granting subsidies), Minister of Labour and Social
- Welfare Policy, Industrial Development Agency.

- Due date: 1995.

7. Crealing legal grounds for consolidation of economic enlities’ aclions aimed al
realization of research & development projects, investment projects, monitoring, elc.
Responsible person: initiative of the Minister of industry and Trade.

Due date: 1995.
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Reasoning

Efticiency of measures undedaken in order (o i ove ndustrv comnetitivenss.
and_pam'c.:u!arlylfo raise export volume, dz;;rgsm;ﬁr?:;ﬁ%i;‘jrg? fg?”:ips eliliveness,
Their active altitude and abilities of shaping market strategy and o o
ﬂqanc:al standing will determine their prospects of progress 'Changzgmrmg their
L"gg ;98 ;’SQS;C%“/’?;T?(;};?SG;?:IE%&ﬁo)n and stabilization of legal grounds for gorfgjgﬁj;
ial Law), extendi 4 " X

ap_p{icanbn. as well as continualion angqgjfgrrer?;forgagf %i{gf ?;dffoc?ximdf p!_’zchca!
zénsmgl from the law on financial restructuring of enrérpfi'sesg éo gce ores,

onsolidation of enlerprises actions, for example in the scope of nd . panks
uqdoqqrgd{y increase their elfectiveness, The Minister of fndusif 3,?,» d ? & D, will
give initiative for such actions, Final decisions, however, are ajjp o e é’jgsm(?fayf

enlities.
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Enclosure to section Il

PRELIMINARY IDENTIFICATION OF THE RIGH OPPORTUNITY SECTORS
BASING UPON DATA FOR 1993
~ AND THE RANKING LIST DRAWN OUT BY
THE POLISH ECONOMIC SOCIETY EXPERTS
A KARPINSKI and S.PARADYSZ ("Research on situalion and development
chances of separaie industrial sectors®, Warsaw, September 1994)
TO THE ORDER OF MINISTRY OF INDUSTRY AND TRADE

*Righ opponumty"'seclors have been’ defined upon 18 econcmic indexes
represemmg cnlena of markehng and eihmency

The following mdustrses have been classified in this calegory:

- ¢lothing,:

- toy manufacturing,

— aircraf,

~ automalion,

—~ medical instruments and apparatus,

- measuring instruments and non- -electronic apparalus

- machine-tool,

~ copper metallurgy,

- achine-building for consumer goods industry,

- china—-ware and faience manufacturing,

-- bearing manufacturing,

- — machine-building for electric power engmeenng,

- olher producls of wood induslry,
-- oplical,

-« {ool and instruments manufaclunng,

~ rubber,

- pharmaceutical,

- electronics, particularly in the scope of specialist electronic equrpmenl and power
engineering electronics,

- furniture manufacturing,

- buitding materials, with partlcular regafd for the cement limestone and insulanting
materials industrigs.

Works over "high opporwhity" seclors definilion shall be methodically continued on
the basis of mduslry momlonng so thal the above list will be updated-on annual
basss
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SECTIONIV -
FINANCING OF THE PROGRAM .

introduction

The International Competiliveness of iﬁe_ Polish Indusllr'y F’rdgrém is a fundamental
element of industrial policy planned for the years 1995-1997. ' '

Realization procedures and projects provided in this program re:f'e'r-to the plans
described in other programs, that either determine the industrial slate policy |

or are means of their implementation. It concerns first ‘of all issues of implementing
export-oriented and pro-Innovation policies and supporting of the "high opportunity"
sectors. Improvement of enterprises efficiency is also an effect of realization of.
sectoral industrial infrastructure restructuring programs, and namely coal mining,
electric power engineering, oil and defence sectors, iron and steel industry and

“heavy chemislry”.

Detailed infermation on sectoral programs is presented in the ehc[osureﬁgto lh{_a |
program, S

In final result, international competitiveness of the Polish industry will be achieved as
combined effect of progress in implementation of ail aforementioned programs‘and
direct involvement of individual enterprises, stimulated in this direction by market
and competition requirements as well as macro-economic regulations. o L

Financing procedure

The program assumes use of funds at the enterprises diéposall. national and fofeign
capitals in the forms of girecl investment, loans and credits, as well as lina_n:cial
means from the stale budgel and internationat aid funds. - -

The total amount of financial means available for realization of the "Program ..." for
each year, has been estimated on the basis of projected basic economic. indexes
referred o in the "Strategy for Poland®, and then confronted with the World Bank
estimation of economic growth rale in Poland for the next four years,, The resulls
form both simulalions are similar and their break-up for particular sources of
linancing looks as follows. | o

1. Enterprises own means and direct investments of foreign capital available
for realization of the "Program ..."are estimated below (enterprises own means in )
mfltiard zlolys on the basis of 1994 prices after denominalion, foreign capital - in
milliard zlotys at cuirent prices). '
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Description 1994 1995 1996 1997

Enlerprises own means 10,7 13,5 14,6 158
FForeign capital 40 46 52 5,7
Tolal - o 14,7 18,1 19,8 21,5

Expenditure of enterprises own means allocated for development in 1995 has been
estimaled on the basis of simulating calculation with the -assumption of 21%
increase of nel profit in comparison to 1994 and allocation of 50% of this profit for
development purposes. For the years 1996-1997 additional assumption has been
made of annual 8% growth of enterprises own means spending for investment

purposes.

The value of foreign capital direct investments in Poland in real prices will be similar
lo the - 1994 level. 'As to the foreign capilal inflow to Poland in the form of public
means (including credits from international financial institutions) in the period
19941997, the World Bank estimalion indicates the sum of USD 6.7 miiliard and for
loans from the commercial banks —~ the amount of USD 7.5 milliard.

2. Budgetary means (for 1995 evaluated according to the budget law and for the
years 1896-1997 eslimated upon the results of sectoral studies, analyses and
development forecasts of these sectors, wlth account for limited avallabnzly of state

funds) lnc!uding

2.1. Subssdtes for: '
~liquidation of structurally :nefflcsent mines, Jncludmg coal mines and the Bobrek

Steel Works,

-suslaining production capacity of the defense sector within the framework of PMG,

--central investment projects,

—~activities in the field of general technology and supportive measures for researches
and projects to order (from means of the Scienlific Research Commiltee),

~founding of the Technology Agency and supporling ils activity in the scope of
promolion and transfer of technologies,

-subsidies for regional organizations aimed at transferring new technologies
(scienlific and production consortivim, technological parks, cenlers of

- enfrepreneurship development, and so on),

—subsidies lo the interest on bank loans for export contracts financing,

-subsidiary financing of the Credit Guaranlees Funds (for small and medium
business} in the BGK,

in the years: '

1895 approximalely 524 million ziotys

1996 approximalely 555 million zlotys

1997 approximalely 573 million ziotys.

._6?_



MIT = The "Inlernational Compelitiveness of Polish lnduslry” . . R ._page 45

Additionally, the budget law for 1995 mention subsidies for;
~supporting of the restructurmg and liquidation of enlerpnses (EFSAL), in the sum of

563 millien zlotys,
_restructuring of liabilities due to sacial insurance premiums, amountmg to 800

million zlotys. _ _
Both sums are allocated for the whole economy purposes. Also the industrial
enlerprises included in the International Compelitiveness of the Polish Industry
Program wiill be en!zlled to thls source of flnancmg

2.2. Quota of export contract insurance (within' hrmts of- the amount set annualIy in
the budgel law in its part concermng industrial enterpnses) Lo -
in the years: - S

1995 approx:malely 2, 500 matl:on zlotys

1996  approximately 2,800 million zlotys

1997 approxumale[y 3,050 mllhon zlotys

2.3. Guaramees of bank Ioans repayment from lhe state budget means (w:thm lumuts
of the amount set annually in the budget law. in its part concerning :ndustnai
enlerprises included in the sectoral reslruclur:ng programs) : ‘

in the years: _

1995 approx:mately 2,000 million zlotys

1996 - approximately 3,000 million ziotys

1997 approxemate ly 3,500 mililon zlotys,

3. Aid funds cons:stmg oi donatlon granted {o Poland from the PHARE
program {on the basis of projecled draft starlegqy PHARE'SS for the years
1995-1999 and previous lranches) 3

Total expenditure for realization of the program sha!l amount to:
1995 . approximately ECU 9.4 million -
1986  approximately ECU 45.3 million

1997 approximately ECU 56.5 million. . -

__58'__
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