@ 3.7 Conclusion and Key Issues

3.7.1 Characteristics of Manufacturing Sector of Konin Province

(L

Position of manufacturing scctor

The economic position of the manufacturing sector in the whole country
and in Konin Province are summarized in Table 3.7-1

Table 3.7-1 POSITION OF MANUFACTURING SECTOR IN ECONOMY, 1995

)

(Unit: %)
Value added mployment

Konin PYoland Korin Poland
Agriculture i16 7.5 41.6 270
Mining & electricity 218 9.1 §2 4.2
Mrnufacturing 198 234 136 209
Others 46.8 60.0 366 48.1
100.0 160.0 100.0 160.0

Looking at the share of manufacturing, Konin is lower than the national
average. The agriculture sector, however, is undoubtedly high in tcrms of
share of cmployment as well as the valuc-added cnergy and clectricily
sector.

Industrics other than encegy based industrics

‘The presence of three key industrics in the industry sector is undoubtedly
high, but 97.5% of the total economic unils in the sector are small and
medivm-scale enterprises (SMEs). SMlis also accounted for 60% of
employment and 65% of total sales in the manufacluring scctor,
respectively. Nearly 70% of these SMEs were established in or after 1990.
This new SME group continucs growing; however, they do not have
cnough power to hire unemployed persons who will be out of work in the

process of privatization of former and large statc-ownced enterprises.
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Table 3.7-2 SCALE OF BUSINESS TYPE IN KONIN PROVINCE -
MANUFACTURING SECTOR -

No.of l-nlelr_riscs by Business Type
T Texlilés & Garmenis 378 I8.6%
? Foods & Beverages 361 16.0%
} Wooden Producits 18 14.1%
1 Metalproducts L 2176 12.34%
Sales Income by Business Type
1 Foods & Beverages 693mil.zl. 20.7%
2 Metal Producis 394 mil.z). 11.84%
3 Non-mcial Products 155m il.z). 4.6%
4 Textiles & Garmenls 144 mil.z). 4.3 %
No.of Tmployees by Business Type
t Texttles & Garm enis 3882 26.1%
2 Foods & Neverages 3710 25.3%
3 Mctal Producits 32512 P4.4%
4 Machincry & Equipment 3206 14.2°%

Looking at the above statistical data, after taking the metal products sector
which consists of large-scale enterprises such as HUTA Alwninum into
consideration, the largest sectors among SMEs are the following threc.
They account for 48.7% of the total number of enterprises in Konin
Province.

B Textiles & Garments
B Foods & Beverages
B Wooden Producis

Most of the manufacturing enterpriscs, excluding a part of food processing
and non-metal products, are buying materials from outside the province
(including from abroad), and selling the processed products either in Konin
Province or other domestic markets. Even so, aluminum sheet and raw
wood, are also shipped outside the Pravince without any processing. They
arc also producing many gencral consumer products such as garments,
{oodstufls, cic. but there is a lack of manufacturers of mechanical parts and
durable consumer goods in the province.

Current status of privatization in Konin Province

In Konin Province, there were 38 slate-owned enterpriscs in the process of
ownership transformation as of December 1996, Another {5 state-ownced

enterpriscs were aleeady Jiquidated in the provinee before December 1996,



and 21 other enterprises are still waiting (o enter the privatization process in
the province.,

Alihough the number of stale enterprises a waiting the privatization process
in Poland was not available, the growth rate of the number of state
enterprises engaged in ownership lransformation in 1996 was 7.4%, which
was 1.8% higher than that of Konin Province, 5.6%.

Table 3.7-3 STATE-OWNED ENTERPRISES ENGAGED IN THE PROCESS OF
OWNERSHIP TRANSFORMATION

{in number)
As 0f 1995.12.3 | As 0of 1896.12.3 | Growth rate {%)
Poland 5,206 5,592 7.4%
Konin 36 38 5.6%

3.7.2 Major Problems in the Manufacturing Sector

Major problems and difficultics which exist in the manufacturing sector of

Konin Province can be summarized as follows;

(1) Slow progress in privatization

The progress of the privatization process in Konin Province is dragging,.
Onc rcason is the financial condition of the remaining stale-owned
caterprises.  Naturally, the slate enterprises in good financial condition
were privatized through either commercialization or direct privatization.
State cnterprises in unhcalthy financial condition have difficulty in {finding
investors. For such cnlerpriscs, liguidation for terminating their operations
is also time-consuming because of interested pattics such as cmployees and
creditors.

On the other hand, new cnlerprises, originally privately incorporated, have
emerged since 1989, Such enterprises with enlreprencurial spirit arc
vigorously conducling their businesscs.  In the near future, they will partly
facilitate privatization by absorbing the asscts and manpower of the
remaining state enterpriscs.



2)

3

C)

&)

(6)

Weakness of internal linkage in the provincial industry

There are a small number of large-scale nmnul‘acluring cnterprises in the
province, so a support structure in the manufacturing industry has not
emerged. They are not conscious of developing downstream industrics
outside of their enterprises. Most of the manufacturing enterprises including
SMEs have been mainly obtaining the parts and materials from outside the
province and sclling outside too.

Decrepitude of machinery and production pl'znns

No matler what scale of enterprise, their production facilitics are rather out
of date, so they face a problem of low productivity and difficuity in sclling
products to cxport markets. There is no wide-ranging impact on

prescrvating the environment, which also requires a large amount of capital
for facilitics replacement.

Small number of forcign-affiliates in the provinee

The small number of foreign-affiliated manufacturing enterprises which arc
regacded as an important factor {or district economic development have lost
vitality for activating industcy. Promotion of investment and expost is
partially donc by them in general,

Lack of management know-how

Management know-how has not taken root in business under the
transitional period to a market cconomy. Commercialization Icads to
changes in work rcgulations and introduces new enterprise management,
but commercialization itself cannot provide managcri:ﬂ staff experienced in
the system of a market cconomy. Lacking the practical expericnce of an

advanced management, it is difficult for enterpriscs to pinpoint their own
problems.

Lack of business support systems

Business supporl systems such as financial service, business advisory
service and industrial infrastructure are insufficient for small and medium-

scale enterprises (SMEs). Demand for these support systems increases in



proportion to the popularity of cstablishing new businesses, but the efforts
of administrative organs cannot cope with the sitvation.






3.8 Direction of Development of Industry Sector

3.8.1 Development Potentials and Constraints

(H
1}

2

4)

Development Potential
Presence of three key industrics

There are three key industrics--brown coal mining, clectric power
generation, and aluminum smelting--in the Konin province. The industrics
can supply to new industrics abundant industrial resources (brown coal and
aluminum) and industrial utilitics {electric power and heat). At the same
time, it is possible for the three key industries to effectively utilize the
technologics and skilled labor that have long been accumulated in those
induslrics.

Availability of immense, inexpensive industrial sites

‘The Konin province may be viewed as an agricultural province. Actually,
however, large proportions of arable land arc not very fertile (over 52% of
all the soils belongs to the V or VI valuation class). In the luture, they may
be converted to industrial sites. At present, land prices are still relatively
low.

High potential to improve existing industrics

The cxisting industries in the Konin province, including the three key
industries, have a potential to improve efficiently in production and
management. If  they success{ully improve their technology and
management skills, the existing industeics in the Konin province will gain
much more interpational competitiveness.

Availability of abundant labor

The Konin province can supply as labor not only young persons {resh from
school but also workers having experience and skill, including the

potentially jobless or surplus employees in the existing industrics.
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(2) Development constraints

1)

2)

4)

Transition pcriod to market cconomy.

Like the other provinces, the Konin provinee is now under way to move (o
a market economy. This fact incites a delay in privatization of state-owned
enlerprises, unstable price system, and inactivity of some of the newly

organized administrative agencies. All these will hamper the promotion of
industries for the time being,

Small scale of Konin's economy

The Konin province has a population of some 480,000, many of whom arc
engaged in agriculture. Because of this, Konin's average per-capita income
is refatively tow. Besides, some industrics require a large seale of market in
the vicinity of the production basc. That is a rcason why industrial
diversification docs not make progress as expected in the  district.
Furthermore, the small scale of Konin's cconomy causes several secondary
problems. For example, due to the small economy in the area, there arc a
small number of branch offices of {inancial institutions in the area,

Shortage of persons having a high academic carecr

The Konin province has few higher educational institutions and rescarch
institotes, Besides, they are smalil in scale if they exist. It is said that those
students who wish to have a college education must move to some other
province, This results in the a fact that highly educated people rarely relurn
to the Konin province for employment. In this context, the present shortage

of persons with high academic backgrounds can hamper the promation of
industry in the area.

Unfavorable image of Konin Province

The Konin province is generally known in Poland as a polluted arca. This
unfavorable image has arisen in conncction with brown coal mining,
electric power generation, and aleminum smelting, which arc the key
industries and big polluters at one and the same time in Konin, Such an
unfavorable image can indirectly influence domestic investment in this
province and hamper the promotion of industyy.
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5) No industrial site with well-equipped infrastructure

Potential investors generally expect to get good industrial sites which arc
well preparcd with reliable utilitics supply and infrastructurc. From this
viewpoint, there arc no developed industrial sites fully equipped with an
infrastructure. This will be a constraint in attracting potential investors (o
the Konin province.

3.8.2 Development Concept, Strategies and Projects

(}) Development concept

“ Diversification and invigoration of industry in the Konin province, ”

The parlicipants in PCM workshops held in August 1997 agreed upon a
core objective of the industry sector as “Industry is diversified”. That is a
conversion of “Industry is not diversificd,” which was the core problem in
the problem tree.  This is a target or seclor development concept in the
industry sector. This development direction also stemmed {rom the result of

the ficld survey and questionnaire survey, The reasons are stated below.,

The industry of the Konin province is characterized as an encrgy-based
industry, that is browa coal mining, power generation using brown coal and
aluminum smelting works using plenty of clectric energy. In fact, these
energy-based industrics hold a high position in the districts cconomy in
terms of employmeat, corporate income, investment amount and
contribution to socicty. However, the brown coal reserves will be exhausted
by the 2030s or 2040s, and the loss this of basic resovrce will force
significant changes in the clectricity and aluminum industrics. These
situations will strongly demand  diversification of industry in the
province.

The manufacturing sector itsell is not well developed in the province. There
is low internal linkage in the sector and a low varicty of business types or
Sub-seétors, while the rationalization being carricd out at large cnterprises
has not mct people’s expectations so far. As a resull, diversification and
invigoration of the manufacturing scctor including SMEs has also becomes
an urgent task for the industry of the Konin province. in conclusion, Konin’
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industry needs much more investment, and the struclure of industry should Q
be consolidated through diversification and invigoration.

(2) Development strategics

In order to achicve the seclor development concept, the Team identificd
seven approaches categorizing similar means which appeared on in the
objective tree agreed in PCM waorkshops.

(A) Problems of Big Enterpriscs

(B) Investment

(C) Management of SMEs

{ID) Manpower

(E) Technology of SMEs

(I} Profitability of SMEs

{G) Policy and System

The Study Team modified the seven approaches into four strategics from
the viewpoint of formulation of [casible implementation schemes. @

(Strategy 1} Investment promotion of new manufacturing industries
Approach (B) is transferred to this strategy as it is.

(Strategy 2) Restructuring of enterprises in transition to privatization
Approach (A} is transfcered to this strategy as it is.

(Strategy 3) lavigoration of Small and Mcdium-Scale Enterpriscs (SMiis)

Approaches { C), (D), (E) and (F) arc consolidated into this
strategy.

(Stratepy 4) Establishment of an instilutional support system

Approaches {D) and (G} are consolidated into this strategy. @
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(3) Strategics and their projects

{Strategy 1) Investmenl promotion of new manufacturing industries

This clearly indicates the néccssily of new investment for diversification
and invigoration of indusiry, cspecially in the manufacturing scctor;
therefore this strategy was agreed on at the PCM workshop, Small and
medium-scale enlerprises have been  born since 1989 in the province. it is
nceessary (o on a promotc this hhcnomcnon and also promote new export-
oricnted investment on a larger scale for the province.

From the viewpoint of promoting new export-oriented or medivm-and
large-scale investments in the province, it scems to be difficult to ask this
task of the former statc-owned cnlerprises which are under restructuring,
and there are no financial (business) combines in Poland. New investiment
by local enterprises cannot be expected for the time being. Therefore, it 1s
absolutely nccessary to encourage forcign investinent in Konin province. In
fact, some forcign investors arc looking for a sitc and onc of them has
already decided 1o invest in the province. For these reasons, the following
projects are proposed.

Project 1D-1 “Establishment of a one-stop invesiment service center”

The objective of the praject is to establish a comprehensive invesiment
information scrvice center for potential investors, especially foreign
investors, so that polential investors do not need to visit several places (o
collect information. Promotionat activities in forcign countrics are also
included in this proposal. Details are described in the Project Report.

Hereunder, two prospective projects which make usc of focal raw materials
arc proposed for internal and cxternal potential investors. Prospective
projects in the three key industries are mentioned in Chapter 2 of the Scctor
Report.

Project ID-2 “Development of a Konin woodworking industrial park”

Project 1D-3 “Construction of foodstuff processing faclories”
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Project ID-2 is aimed at development of sawmill processing by ulilizing cut
timber in the province, since about 70% of cul timber has been shipped
outside the province without aﬁy proccssing. The project also includes
producing a ncw type of wood-based products by utilizing modern
technologies. Project 1D-3 is related to rcvitalizaﬁon of the agricoltural
scctor, too, and is aimed ot development of food prdccssing industrics based
on the planncd production of agricultural producis in Konin Province.
Details of both projects arc also explained in the Project Reporl.

(Strategy - 2)  Restructuring of enterprises in transition te
privatization

This strategy aims o revitalize manufacturing industries in Konin Province
by improving the competitiveness of local enterpriscs which are in the
process of privatization or alrcady privatized. There are many privatized
cnterprises as a matter of form, but most of them are still opcerating under
the former management and production know-how. This tendency can be
scen especially among enterprises with more than 500 employces in Konin

Province.

Re-cducalion of managers must take precedence to achicve the aim of the
above stratcgy. Managers have to learn modern management fechniques,
advanced production control methods, feasibility analysis methods for plant
renovation and so on. As far as the Team survcycd local factorics, their
productivity scems (o be fow duc to much waste in operation. From this
viewpoint, the following project is proposced.

Project 1D-4 “Re-education of managers on management and production
technologics”

The project is organized to provide an occasion for the management of
enterpriscs 1o learn ways of doing business by means of a combination of
seminars, workshops and site (factorics) visits.

There are many talented people among retired employees, especially from
large cnterprises, and they have atready mastered practical technologies. It
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is ironically said that talented people tend to change their employment
despite a manager’s expectalion, The team met with many calreprencurs in
the field survey who are spinning off from large enlerprises and
cstablishing their own businesses since 1989,

As a problem of the manufacturing scctor in the province, the point of
“underdeveloped  SMEs  are  akin (o the problem of lack ol
cntreprencurship” was agreed on at the ZOPP workshop. For these reasons,
Projcct 11-5 is proposed for restructuring of cnterprises and also
revitatization of SMEs. The project aims to encourage new cntreprencurs
by providing financial assistance.

Project_ID-5 “Establishmient of financing assistance scheme for new

cntrcprencurs”

The next project is the proposed project in the scctor of manpower
development. However, it is also useful to promote the industry seclor for
providing job-finding information to job less people who are laid off by
restructuring enterprises. Details are described in a parl of the manpower
development sector and the Project Report,

P'roject MP-4%* “Istablishiment of a job intermediary cenler with databasc”

(Strategy - 3) Invigoration of SMEs

Industry diversification in Konin Province means development of SMEs in
a sense, This understanding and the above strategy was apreed on al a
workshop. Creation of new SMEs is mainly prometed by Project 1D-5;
therefore the following projects are aimed at modernization of SMlis.

In general, awareness of SMEs on quatity control is rather low in Konin
Province, but it might be seen throughout the country. Methodology and
undcrslaﬁding on quality control management such as TQC are not diffused
well are over the Province so far, but some scminars such as one of ISO
9000 are popular at present. The industry-specific technologies of local
enterprises also depend on old-fashioncd facilitics and production methods.
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Therefore, the products can be accepted only in the domestic market, and
cannot compete in the overseas market.

As a countermeasure to these problems, the following two projects arc
proposed. The first one is to execute a traveling clinic service [or SMEs,
providing management and production technologies guidance on the spot,
so that SMEs arc able to know how to effcct guidanéc. This is the aim of
Project 1D-6 and defined as scparate guidance to SMEs. Project 11-7,
however, aims to promole the technology level in the whole of the

manufacluring scctor. Details sre mentioned in the Progress Report.

Project ID-7 “Movement of diffusion Tor TOM/Kaizen (improvement)”

The following proposcd projects under other strategics are also related to
Strategy 3.

Project 1D-4*  Re-cducation of managers on management and production
technologies
Project 1D-5%  Fstablishment of (inancing assistance scheme [or new

enteeprencurs
{Strategy - 4) Establishment of Institutional Support System

Strategy 4 is defined to support the other Strategics (1 to 3) for increasing
their effectiveness. The JICA Report will be a basis for making the action
plan for diversification and invigoration of Konin’s industry. Sevcral
workshops related to the Study have been held so far. Nearly 40
participants for each workshop now have a common understanding of all of
the 70 projects on a long list. Meclings by these people should be held
periodically after this, and they have to confirm the dircction and
development policics of Konin Province. Project 1D-10 is intended to
organize a mecling place or the o;gaﬁs to mold opinions into a conscnsus
and support project implementation.

Project ID-10 “Organization of Economic Forum 20107
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As mentioned in Strategy 3, revitalization of SMEs Tequires various
activitics. Thescfore, cstablishing an  implementing  institution  for
coordinating these activities is necessary. this institution will also provide
other consulling services on management, production and so on. Project ID-
8 is proposed from this viewpoint, It is more realistic to materiatize the
project in order to starl providing an information service first, instead of
construéting the facilitics for the institution.

Project 1D-8 “Establishment of SMEs consulling center ™

The following project for supporting a specific sector is proposcd as an
example. The mainstream of the textiles and garments industry, which is
the largest industry in the Province in (erms of number of cnterprises and
employment, is garments, especially in the apparel industry. For example,
LODZ was originally famous as a lextile center; however, the industry
turned to producing apparel as a result of cxcessive competition. The
industry is confronted with a sort of crisis.

Most of the apparel enterpriscs in the province are operating on the
consigned basis with foreign partners (OEM basis). That is only piccework
bascd on relativing low wages. Conscquently people predict that they might
be defeated by China in price competition. For the future cxistence of the
apparcl industry in the province, the industry has 1o turn to a medium and
high price (or quality) market from a low price market where China is
strongly compctitive, Thus, .thcy have to get out of the OEM business and
produce products of their own design to increase value-added. This project
is proposed for these reasons.

Project 1D-9 “Establishment of an apparc! design center”
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Chapter 4

PHYSICAL DISTRIBUTION AND TRANSPORTATION






Chapter 4 PHYSICAL DISTRIBUTION AND TRANSPORTATION
(INCLUDING INFRASTRUCTURE)

Before 1989, cvery aspect of the physical distribution and transportation system was
controlled by the central government and people were not concerned about the
marketing system.  After the revolution of 1989, the central government decided to
split up the huge governmental distribution companies such as PKP and PKS, and in
most cases, the lransport functions of industrics were separated from the companics and
usedd as the core of new transportation companies. At the same time, enormous
dislribution companics were established and they started business activities.

Both the physical flow of cammaoditics and the system of marketing are described in this
report. Through analysis of the channcls of distribution, problems of the distribution
system and the marketing system in Konin Province will become clear.

Furthermore, to understand the physical distribution and transportation scctor we must
be aware of thc condition of thc cxisling infrastructure.  Amalysis of irafic
inlrastructure is a premisc of the scctor study.

4.1 National Current Condition and Future Plan Concerning Physical
Distribution and Transportation Sector

4.1.1 Supervision by Ministry of Transport and Maritime Economy

MTME is in charge of railways, public roads, public transport, sca ports,
inland waterways and air transport.

MTME has bcen restructured dramatically since 1990, 1L is not too much to
say that the main short-term rale of MTME is the reduction of its own roles
and functions. MTME’s responsibility and authority are limited to major
policy issues, budget-making, monitoring lransport demand and monitoring
the financial performance of statc-owned (ransport enterprises. The state-
owned enterprises have been introducing independent managenient systems
and budgets. MTME is making an cffort to reduce the hcavy burden of
subsidies to its related enterprises, and is pulting priority on vital projects.
Recent policy of MTME is concentrated on provision of infrastructure,
construction and maintcnance of roads. Physical distribution and

transporlation itself is going to be left to the market economy,
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4.1.2 Current Situation and Future Plan of Traffic Infrastructure and
Operation of Transport Service

4.1.2.1

Road Transporl

(1) Construction of motorways

D

Existing construction of toll motonways

The construction of toll motorways is regarded as onc of the most
ambitions investment undertakings in the post-war history of Poland.
Envisaged is the construction of about 2,300 km of motorways within
twenty years al a cost of about nine to ten billion US dollars.

The network consists of four motorways, two east-west, and {wo north-

south, namely;

A-1 (597 km) Gdansk - Torun - Lodz -Katowice - the Czech border

A-2 (626 km) Polish-German border with crossing in Swiccko, then
running onwards to Poznan - Konin - Warsaw and
Belarussian border

A-3 (365 km) Szezecin - Gorzow - Ziclona Gora - Legnica Lubawka -
Czech border

A4/A-12(738 km) Polish  and  German  border  with  crossing  in
Jedrzychowice, running onwards o Wroclaw - Opole -
Gliwice - Kalowice - Krakow - Rzeszow - Ukrainian

border

The master plan of the main road network is shown on the next page.

4.3-2
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2)

As the map indicates, only the length of S0km is open to traffic at present.
A2’s route has been opened from Poznan to Konin for scveral years,
however, the rest of it has been left incomplete.  In 1994, the government
resumed the motorway construction projects.  Motorway A2 is regarded as
the most significant route and has first priority among the motorway
construction projects.  Completion of A2 is onc of the conditions
necessary for Poland to be admitled to the European Union.  The project
has been promoted by the central government following the procedure
mentioned below.

The role of the agency for motorway construction and operation

The Council of Ministers determined that motorways should be built and
opcrat'cd as toll roads. The Act of 27 October 1994 on Toll Molorways
dc-signa'lcd the MTME as the chicf authority responsible for construction
and opcration of motorways. The Minister of Land Development and
Consiruction also has authority for motorways projccls. In order to

consider opinions about policy for motorways, the Motorway Councit was
organized.

At the same lime, the Agency for Motorway Consiruction and Operation,

(hereafter called the “Agency”) was cstablished under supervision of
MTME. The main dutics of the Agency are as follows;
To conduct studies on motorways, including their impact on the
cnvironment; _
To cooperale with the authorities responsible for land development,
national defense, environmental protection and others.
To elaborate criteria for the evaluation of proposals in the tender
process and hold tenders.

To control the construction and operation of motorways

The Agency conducts financing acti\}ily on its own account. Revenues of
the Agency consist of proceeds from the Agency’s activilies, proceeds from
concession fees and proceeds from other sources. The Agency also
receives grants that are sct annually in the state Eudgél for motorway

construction projects such as studics and documentation, acquisition of real

properly, indemnificalion annual dues and fees for the protection of farm
and forest lands, integration and cxchange projects, technical and

cnvironmental preservation research and preparation of the results thercof.
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However the current motorway construction funding amounts to only 15%
of the estimated construction cost. Therefore the prometion of private
investment and establish a fund is one of the most significant roles of the
Agency.

The location of the motorways

As shown by Figure 4.1-1, Master Plan of Motorway Network, the
proposcd routes of the motorways were bascd on the present and
prospective traffic volume. The master plans cvaluated the economic
cffectivencss of 1110[0ﬁvays, rccommended the number of lanes, and
prioritized construction in the most cfficient way.

Alter accepling the master plans prepared by several study tcams, the
government has been translating the plan into reality.

According to the Act, after consideration of environmental issucs, voivode
officcs make a decision on the detailed route of the motorway, inform other
partics about its decision, and gives placing notices to the gmina offices.
As far as acquisition of land required for the motonway is concerned, alter
the initiation of ‘expropriation proceedings upon the request of the President
of the Agency, the voivode issucs a permit for the immediate take-over of
the land designated for the traflic lancs of a motorway.  Voivode offlices
by ordinance have the authority to decide on traffic lanes and acquisition of
land. However, the general location and procedures might be mostly
controlled by the organizations higher in the government hicrascly. It is
importanl to put the motorway construction project to practical use for
regional development.

Public road netwaork
Road administration and classification

The Generat Direclorate of Public Roads (GDIDP) has overall responsibility
for national roads. 17 regional directorates are subordinated to the GDDP
Road Network Dcvclbpmem Planing Officc (BPRSD) contributes
suggestions for moniloring and planning to GDDP. Polish roads are
caicgorized according to four types and are supervised by cach responsibte
organization. The next table indicates the categories of roads and their
length.



Table 4.1-1 PUSBLIC ROAD NETWORK CATEGORIZED BY LEVEL OF :_‘i
ADMINISTRATION =
Category Length in km
Outoftown | Town | Total
National roads 13,018 2,657 15,675
Provincial roads 114,470 14,214 128,684
Comniunal and municipal roal 147,667 35,716 183,383
Company reads 16,086 1,162 17,248
Total 321,211 53,7490 371,990

Source : BPRSD, as of Dec. 31,1996

The budget for national roads is provided by the central government and the
of budget for provincial roads is allocated from the central government to
the Voivode offices. The communal and municipal roads is done using
funds from the gmina budgets. Most company roads are going 0 be
absorbed into the category of municipal road’s within a ycar.  The table
makes the length of national roads scems shorter, however, because the
volume of lraffic is much higher and the widih of roads is broader, the
maintenance is much higher than municipal roads.

In addition, there is a classification according to the roads’ quality and
widih.

national road in 1996, Molorways in Poland are generally ol dual two-

The following tablc given the length of cach class of inter-regional
lanc roads with a 120 km/hr design speed.  The use of motorways is
restricted to motor vehicles capable of maintaining speed of at least 40

km/hr and stopping on the hard shoulders is limited to emergencics only.

Table 4.1-2 LENGTH OF INTER-REGIONAL NATIONAL RCAD,
BY ROAD CLASS (as of 1996)

Road Class Length (k)] %

Motorway 258 0.6%
Express road 263 0.6%
Nual earrigeway 803 1.9%
Single carvigeway 3,232 7.56%
Others 38,462 89.1%
Total 13,018 100.0%

Source : BPRSD
2)  Condition of national roads @

At the present time, the major dilticully forced by GDDP s the

maintenance of cxisting roads.  According to the assessment ol the

4.1-0



A

technical inspection of road surface, which is indicated in the table below,
37% of regional roads arc in nced of immediate repair, and 21% of roads
arc regarded as require repairing within (wo or three years.

Table 4.1-3 ASSESSMENT OF THE TECHRICAL INSPECTION OF
PAVEMENT OF REGIONAL NATIONAL ROADS

1994 1995 1996
i) % length | %
Bad condition 23% 6% 15917 37%
Unstisfactry condition 57% 44% 18.068: 42%
Geod and satisfactory condition 20% 20% 9,034 21%

Source : BPRSD, 1997

Thus, the ratio of bad-condition roads is gradually increasing.  In
particular inter-regional national roads arc getting worse f compared with
utban arcas. Fiscal constraints mcan that the national budget can not
provide [unds for repair of inter-regional roads.  The next ligure illustrates

the national budgets for inter-regional roads, since 1986. Most roads in
g Konin Province are classilicd as inter-regional roads.

Figure 4.1-2 EXPENDITURE ON REGIONAL NATIONAL ROADS
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= 1,500
g
1,600
500 ™ 658 ggg 691 0 MO 8T
0 1 (I . t I.‘ P . H .
1986 1987 1988 1989 1990 1991 1992 1993 1991 1995 1996 1997
year

Source : BPRSD, 1997




Although the budget for modernization and new investments is increasing @
due to acquisition of forcign funds, the expenditure for maintenance of

roads has not recovered yet,  In recent years, road durability has been

gelting worse because of heavy rain, floods, hot and long summers and

transport demaad that has increascd bcyond éxpcc_tatioﬁs; '

It is said that road conditions are causing an increasing number of accidents

in local arcas. The incidence of fatal accidents on inter-regional roads is

higher than on vrban roads.  Such a situation is a serious one for Poland,

The next figure is a comparismi of the number of accidents per 10,000

vehicles in other European countries. -

Figure 4.1-3 FATALITIES IN ROAD ACCIDENTS IN POLAND AND OTHER
EUROPEAN COUNTRIES

30
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>
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o 10 T59 %65
51 51 :
34 I3z
5 [igz.? 26, 5 l i 2719y 6
0 I]: &:' |
Poland Germany UK france Sweeden Hungary Former
Soviet
Union

Source : BPRSD, 1997
Figure 4.1-3 shows that the probability of death accidents in Poland is 3

times higher than in western European Countries.
The next figure shows the number of registered vehicles in Poland.
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Figure 4.1-4 NUMBER OF VEHICLES IN POLAND
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(3}
1)

During the last seven years, the average number of newly registered
vehicles was 583,6{)0. It has been estimated that the tolal number of
pasééng,cr cars, buses and trucks will reach 14,719,000 in 2005. The
government is being presscd to improve the traffic and roads infrastructure
immediately.

Operational condition of road transport
Volume of road transport

Road Iransport is the most important mode for in Poland fransport of goods.
According to the statistical data in “Transport Results of Activities for 1996,
1,087 million tons of goods were transported in 1995, and 1,092 million
tons were lransperl{:d in 1996. Duc to cconomic transformation that
started in 1990, the volume of transport at first declined drastically, but, it
has been stable for the last five years.  The declining of volume after 1990
might have been the result of increasing efficicncy of transport.

Of the total amount of goods transported by road, 29% was transported by
vehicles owned by cnterpriscs, the main type of activity of which was road
transport, and 71% wese goods transported by enterprises, the main activity
of which was other than road transport such as manufacturing, producing,
processing and so on. Most road deliveries required travel over short




2)

distances, as the reason for the shipmient was aftet deliveries of materials,
raw materials and semi-manufactured producxs to industrics, clc.  As the
result of the rcslrucluring of the Polish cconomy, the role of road transport
has been steadily diminishing since 1992, but this mode of transport still
dominates the freight transport sector.

Average daily road traffic

Figure 4.1-5 shows average daily road traffic in terms of gross number of
vehicles, as investigated by MTME in 1995, This kind of research which
counts' the number of vehicles passing check points is supposed to be

- exceuled every five years.  Daily volume of cast-west traffic through

Konin Province was over 10,000 vehicles.

In addition, the report “Development of Traffic Forecasts for International
Rail Corridors,” which was prepared by BCECOM French Enginecring
Consultants, forecasts that the average daily road traffic will increase under
the influcnce of GDP, mobility, motorizatfon, population, rcgional
cconomics, local cconomies and the cconomies of neighbor countrics.
The forccast of average daily road traf fic in 2020 is indicated in Figure 4.1-
6. The estimation of east-west traffic volume through Konin City is
37,710 vehicles.
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4) Structure of transport companices

The following table shows the number of transport companies classified by
their size.  Nearly 90% of transport companics are privale by owned, and
about 83 % of privatc companies arc small companics, which have five or
fewer vehicles.  Although the owncrship of transporl companics owning
over 100 vehicles is not specificd in the table, below, they can be regarded
as statc owned,

Table 4.1-4 RATION OF TRANSPORT COMPANIES CLASSIFIED

BY ITS SIZE
Form of ownershig Number of vehicles Total
na. upto b 6-9 11-50 51100 over 100
State owned 0.00 101 0.25 202 211 0.00 6.05
Private 504 719.35 227 2.52 0.50 (.00 85,68
No answer 0.50 2.16 0.00 0.00 025 0.25 3.76
Total 554 83.12 2.52 454 352 0.25 99 49

Source: Motor Transport Institute

Tables 4.1-5 and 4.1-6 show major aspects of analyzed transport companies.
Since there is no registration of freight transporl companics, except for
those cngaged in international transport, the classification of transport
companics is rather difficult.  Note that, this survey allowed plursl

ARSWErS.

Table 4.1-5 ACTVITY OF TRANSPORT COMPANIES

Activity Responding
companies (%)
Domestic transport 85.64
International transport 14.36
Forwarding 3.27
Loading works 4.30
Supporting activity 554
Others 6.80
No answer 1.76

Source : Motor Transport Institute, 1997 second quaiter
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Table 4.1-6 LOADS OF TRANSPORT COMPANIES

Kind of load Companies

_ : (%) .
Mass goods . 26.20
Small articles 20.72
Construction material 37.28
Agricultural products 12.09
Crude oile & products 1.26
Metals & products 982
Woods & products 16.88
Dangerous materials 2.77
Others 14.11

Source : Motor Transport Institute, 1997 sccond quarter

Table 4.1-7 shows road transport demand by kind of load in region 3 where
Konin Province is located,  In this region, demand for carrying agricultural
and melal products is relatively higher.  Since region 3 includes Poznan
and Bydgoszcz, it is not possible to specifically comment about transport
companies in Konin Province. In order to understand the situation
regarding local transport companics in Konin Province, the Team
distributed questionnaires 1o some of them. Results of survey are
discussed in “4.3 Social and Geographical Condilions of Konin Province in
the Physical Distribution and Transport Sector”.

Table 4.1-7 KINDS OF LOADS OF TRANSPORT COMPANIES, BY REGIONS

% of remark Regions

Kind of load i 2 i 3% 4 5 6 : 1 8§ i 9

Mass goods 27.9¢ 19.¢i 3961 28.6i 27231 196 - 18.1i 282
Smatl} articles 256 38.1i 245F 333 182 326; - 29.2: 308
Construction material | 37.2; 23.8: 415! 31.0i 508 435 - 38.9: 385
Agricultural products 70f 48 132] 48: 91 65 - 42i 180
Crude olle & products 231 00: 00 00: 46; 00 - 00: 26
Metals & products 231 0.0; 132 143f 136: 168 - 1258 103
Woods & products 233 2380 94 951 91 174 - 83 154
Dangerous materials 47 00 38 i 46: 00 - ! 42 5.1
Others 18.6: 1431 181.3: 1678 227 130 - § 194: 103

Source 1 Motor Transport Institute, 1997 2nd quarler

*reference of cegion number is on the fast page of chapter 4.4
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4.1.22

(1)

Reorganization of state owned transportation companics

As mentioned above, the road cargo transport market has been entircly
liberalized. Competition among truckers has intensificd, and consequently,
truckers have been struggling to survive.,

The statc-owncd companics, PKSs, arc in the process of reorganization.
The number of employces of PKS used to be more than 180,000 when PKS
was operating 90,000 vehicles, including buses and trucks. PKS’s
organizalion was managed on the basis of dividing the nation into 19
districts.

After 1990, PKS was and some responsibility was also transferrcd to
Voivode offices. Although all PKSs -- there are more than 300 -- are still
statc owned, because of the function of passenger transport is subsidized by

the government, the cargo Iransport scctor has been operating under the
market system.

SPEDPOL, which used to be a state-owned freight company (PSK), was
established in 1997 under an agreement between the Polish and Swedish
governments.  Bilspedition Transport & Logistics AR (BTCAB), of
Sweden, is one of the biggest forwarding companics in Furope. It has
provided capital, Volvo vehicles and computers, but also the logistic system
for transport and forwarding business, to PSK. A huge domestic network
has been created, with 30 main terminal branches. At present, 1,400
employees work for SPEDPOL, that owns about 1,000 trucks.

Rail Transport
Railway network and development plan

The totat length of railway lines in use at the cnd of 1995 was around
24,000 km, 327 km shoricer than in 1994, Railway transport, cspecially
passenger transport, has been replaced by bus traffic and private motor
transport and unprofitable lincs have been canceled gradually since 1990.
Further, the modernization of the rail network for international and
combined lines is considered to be important.

According to “Polish Transport Policy”, a dourness released by MTME in
October 1996, the modernization of E-20 line (Warsaw-Terespo! scction),

4.1-15



B-65 (Gdansk-Warsaw-'l{a!awicc -Zebrzydowice) , E-59 (S\x?inoujscic-
Szczc_cin—Poznén-WrocIaW), and E-30 (Zgorzclee- -Wroclaw-Katowice-
Przemysl) will be done support_ed by the PKP's {inancial sources, the
Yuropean Investment Bank, Epmpedn Bank for Reconstruction and
Development and PHARE grants.  Figure 4.1-7 below shows the main rail
~ roads which are planned to be renovated.

The amount of tolling stock will be increased by more than SOO() goodls
carriages, and more than 300 passenger carriages, S50 hlgh speed cngincs
and 195 electric trains.

Figure 4.1-8 presents the total annual freight flows of 1995 calculated by
the MTME.  The freight volume between Gdansk and Katowice, Szczecin
and Wroclaw shown in it seems huge. These railways specialize in bulky
cargocs such as coal from the south. The report, “Development of Traffic
Forecasts for International Rail Corridors”, estimated that the annual freight
flows of these lines will decrease a litll'e, no later than 2020.

incidentally, the rail lines for bulky cargo transport between Katowice and
Gdansk pass through the easlern pa’ri of Konin Province_. [lowever,
practically all cargocs pass the small stalions in Konin Province without
stopping.

E-20 is regarded as the most important line for international transport
between Western LBurope and Russia. It passcs through Konin Province,
and therefore, is expected by local people to contribute to the development
of the Konin Province.  However, during the study, it was found that the
central government docs not have any specific plan for Konin province at
the moment, From the point view of international railroad transport, as a
big potential market. '

The conditions of and the potential for railways in Konin Province arc
described in another scction below,

4.1-16
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(2) Role of railway transportation in Poland

Although the PKP has operated at a loss, the railroad has been well used
both for passenger and freight.  Even if motorization is going to increase,
the role and responsibility of railway transportation will still be significant
for Poland.

Figurc 4.1-9 is statistical data for railway (ransportation. ‘The volume of
railway lra'nsporlaiion in recent times has been rather small when compared
with the volume in 1960, but, the ratio of railway freight transport voluime
has never been below 15%. In addition, from Figure 4.1-10, regarding ton-
km of freight, 51.3% of total freight ton-km was carricd by train in 199S.
Figure 4.1-10 compares the wtilization of four means of transport by ton-kn.
It shows a decrease in railways' share.  On the other hand, it is evident
compared with the tonnage in Figure 4.1-9 that railway transportation is
used especially for rather long distance {ransport when.

The volume of railway transport in 1990 was 83.5 million tons-km. It
declined to 57.7 million in 1992 and after this record low, the vtilization of
railways incrcased to 69.1 billion ton-km in 1995, In 1996, the volume
decreased a little because of the recession, caused by change in the
exchange rate between the Polish zloty and the DM.

Although the government, partly out of concern for eavironmental issues,
encowrages industries to use the railroad, further motorization is certain.
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Figure 4.1-0 RAIL TRANSPORTATION OF GOODS IN POLAND
IN 1960 - 1995 (in millions of tons and % of total)
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SOUICe : Polish Transport Policy MTME, 1996 /
Transport Results of Activities for 1996,GUS

Figure 4.1-10 SHARE OF FREIGHT TON-KM 1970 - 1995
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source : Annual report of PKP, 1997

(3) Organization of PKP and its restructuring

The organization of the Polish State Railway Company, PKP, has changed
drastically, and is still in the process of restructuring.
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The number of employees gradually decreased from 337,270 in 1990 to
233,183 in 1996. PKP has been making cfforls to make their activitics
more cfficient,

Figure 4.1-11 NUMBER OF PKP EMPLOYEES, 1990 - 1996
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source : Annual Report of PKP, 1996

PK® has only reduced the number of employees, but is also in the process
of rcorganizing the management system.  The division geing to change
from the current eight main departments of Warsaw, Poznan, Katowice
Krakow, Wroclaw, Szczecin, Gdansk and Lublin to 30 units by the end of
1998. Most functions of management will be transfered from the central
office to regional departments and each deparimenis will be required to take
responsibilily for operation and budgeting.  Through the process of
restructuring, Konin Province office of PKP will be absorbed into the new
Poznan region unil, the same as before.  The following figure is the luture
organization scheme of the PK¥P which was released to the public in the
1996 annual repori. Each regional PKP unit would be reformed in
compliance with this scheme.
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Figure 4.1-12 THE FUTURE ORGANIZATION SCHEME OF PKP
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inland Water Transport

The Polish inland waterway system was developed a long time ago. It

uscd to be utilized for the transport of agricullural products, then to cope

with coal mining and industrial development, the inland watcrway system
was greally expanded.

The main inland waterway system in Poland consists of the following;

a.
b.
C.

The Odia River from Kozle to Dabie Lake

Gliwicki Channel (41km) and chdzicr'zynsiki Channct (6kin)

Warta River, connecting the Odra River and ‘Wisla River through
Warla, Notec, Bydgoski, Brda (294km), and the stretch of the Warta
River from Lubon necar Poznan to Notec link up with the Odra
(185km).

A short stretch of the upper Wisla and a streich of the lower Wmla from

Plock to Wloctawek (50km) and from the mouth of Brda to the sca
(169km)

Rivers arc classified into four classes by their capacity.
Figure 4.1-13 shows the Inland Waler Transpost Network, this is from a
dourness prepared by a JICA study tcam in 1992,
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% Inland water transport has been under-utilized in recent times,  The
volume of freight by water transport calculated in ton-km in 1996 was
ncarly onc third of the volome in 1980,

Table 4.1-8 UYILIZATION OF INLAND WATER TRANSPORT, 1975 -1996

; Year
Unit 1975 1980 1985! 1990i 1995 1996
Million ton—-km nai 2375 na: 1,034 876 851
Thousand tons 14,893 22,2451 14,537 9,795 9.306: 9,000

Seurce : Transport Resulis of Activities for 1996, Small year book 1997

The Odra river has atiracted a great deal of attention recently because of
nalural disasters, namely scrious floods caused by heavy rain.  The
goveroment is obliged to consider means of dealing with natural calamitics,
Furthermore, the Odra river has been a sensitive political problem as it is
the border between Poland and Germany.  Recently, both countries
began consultations on the matter of wtilization and management of the
. Odra river, which flows {rom Wroclaw, Szczecin to Berlin via a the canal.
@ It is also said that the Odra river has great potential for lransporting

mnternational trade.
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4.2 Regulations Concerning Physical Distribution and Transport

421 The Type of Regutation

Since 1990, most regulations concerning this sector have been amended in

order to adjust 1o the market economy.  In the process of dercgulation, most

transportation laws have been annulled. In outline, rcgulations are now

classificd into the following types.

(1)

(2)

Regulation for state-owned Iranspogialion companics

The PKP's roles, property, finances, organization and by-laws werce

amcnded by the July 6 1995 Act.

A specific PKP Act docs not exist any morc.  PKP and other state-owned
transportation companics conform to general regulations for stale-owned
companics which mainly cover their shares and assels.

Regulation regarding motorways

There are scveral Acts concerning Motorways.  The law indicates the
procedure to be used for Motorway canstruction projects including the

responsibilily for cach activity, as mentioned carlier in this report.

(3) Transportation laws

This Act, issued in 1984, was amended in 1991 and 1994 and it is intended
to amend it again at the end of 1997,

The regulation mentions the condition of vehicles, registration of vehicles,
driving licenses, license of passenger transport businesscs, traffic rules and
SO on.

There are no regulations restricting the business of freight transporlation.
Anybody who has a driving license can be involved in the transportation
business under gencral traffic regulations.  Lven if an entreprencur has no
driving license he/she can establish a transportation company without
specific transport Jicenses.  The Iransportation companics are regarded as
normal companics, so the price of freight also depends on the market
cconomy.
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(4) Laws for international fransportation

Although there are no specific regulations for domestic tranéporlalion, there
are strict regulations for international transportation.  The main regulations
arc as follows; o ' _

® Quality of vehicle is regulated followed by forcign countries

® Certification is nceded to get international licenscs

® There are three kinds of permit such as permanent, temporary and single

usc

@ Charges for international licenses are coliected and used as Tunds for

Motonwvay construction projects

International license are issucd by the International ‘Transportation Union
supervised by MTME. The Union requires a membership fee. It docs
not function as a pressure group and also has no information service.

4.2.2 Role of Voivode Office in Regutating Transport

Veivode offices have no special authority and obligation for this malter. In
line with the law, they just collect tax.

Policemen are responsible for traffic control.

4.2-2
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4.3 Social and Geographical Conditions of Konin Province in the
Physical Distributlon and Transport Sector

4.3.1 Traffic in Konin Province

(1) Volume of traffic
1) Road traffic in Konin

As shown by Figure 4.1-5a “Average Daily Road Traffic 19957,
approximately 10,000 vehicles pass through Konin Province in the cast-
west directions.  According to Figure 4.1-3b "Forecast of Average Daily
Road Traffic in 2020, the volume of east-west traffic will reach 37,000
vehicles per day.

Flow from Konin - Turck - Lodz, 5,000 vehicles, is smaller than expected.
The volume of traffic between Konin and Lodz was estimated by a previous
forecast to increase 1o 39,000 vchicles, f.c., it would be about five times
higher than in 1995, This forecast is based on the assumption that the
construction of motorway A-2 would be completed as scheduled.

The north-south line from Gdansk to Lodz turns away from Konin province
towards Krosnicwice in the adjacent province. Approximately 8,700
vehicles on north-south road E-75, and 9,000 on cast-west road E-3(), usc
the cross road in Krosnicwice.

The volume of daily road traffic in Konin province is presented in Figure
4.3-1. 'This survey was implemented in 1995 by MTMA.

According to the MTMA, the percentage of heavy-goods vehicles {trucks)
passing through cast-west road of Konin are estimated o be about 25% of
all trucks using that road.  "This means that 2,500 to 3,000 trucks paned
between Warsaw and Poznan , on average.  ‘The percentage and number of
trucks en this road is relatively high in this east-west road.

There is a survey of traffic from forcign counlrics.

Figure 4.3-2 shows the volume of forcign vehicles, based on the license
plates on the bodics, in 1990. According to this figure, 1,470 vehicles
(24% of all (raffics) passing through the Konin area had forcign plates.
The number of vehicles in 1990, estimated at 6,125, was half of the nomber
in 1995, 11,820. I the ratio of forciga vehicle were to be the same as in
1990, the cstimation of the volume of forcign traftic in 1995 is 2,837,

4.3-1



£rom the above two surveys, the number of long-distance trucks that use
the east-west road in Konin is estimated at 2,500 to 3,000 per day.

-
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AVERAGE DAILY ROAD TRAFFIC OF VEHICLES WITH
FOREIGN PLATES ON INTERNATIONAL ROADS IN 1990

Figure 4.3-2
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2) Raiiway traffic

In comparison with road traffic, railway traffic in Konin has few problems,
2,660 million tons of freight cargo were carricd in 1995, and according to
the forccast mentioned before, this volume of freight will net change till
2020, The biggest volume of freight, 21699 million tons, between
Katowice and Gdansk is not produced, bought or sold in Konin and merely
passcs through Konin Province .

(2) Number of vehicles in Konin Province

The total number of vehicles in Konin Province is increasing. The number
of passenger cars and lractors is increasing gradually, and the number of
vehicles which arc categorized as “others” is increasing al a particularly
high ratc. “others” includes vehicles with special specifications such as
refrigeration cquipmcnlt.

Figure 4.3-3 NUMBER OF VEHICLES IN KCNIN

180
160
140

20

x

5100

(=]

S 80

5 60

40
20

passenger busses trucks  motercicle tractors others total
cars & scooters

Source : Statistical Qffice of Konin

The following figure shows thal the number of vehicles per 1,000 people in

19'96.‘ Pue to the industrial structure of Konin Province, the number of
 tractors (fdr agricu]lurcj is much higher than the Polish average.

Farmers often use Lractors 1o carry produce to the processing companies.

However, as the speed of tractors is limited, they are not practical to carry

the produce to distant companics.  Besides, since the minimum legal speed
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Figure 4.3-4 MOTOR VEHICLE AND FARM TRACTOR PER 1,000 PEOPLE

on expressways is 25 km per hour, it is impossible for farmers to move
produce by themselves.  An efficient collection and distribution systems is

vital. This issue is discussed later.
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Source: Transport - Resull of Activitics for 1996, GUS

4.3.2' Scale and Field of Physical Distribution

Three citics, Poznan, Bydgoszcz and Lodz, are located within 100 km of

~ Konin city. It takes 1.5 hours to Poznan and 2.5 hours to Bydgoszcz and

Lodz. Warsaw itsclf is only 3 hours away.

Nevertheless, the volume of products from Konin Province transported to
these cities is not great.  This phcnomén@n is not only caused by p'hys.ical
pruBlcms such as a shortage of proper trucks but also by the marketing
systems.

Most commoditics circulate within Konin province. At discussions in
mceetings in the voivode office in Konin, it was found that agricultural
producers tended to think that there is a shortage of agricultural processing
industries in Konin Province, It is necessary to broaden their thinking.
Development of market channels is a record importan( task for the future.

Although much ficight in carricd through Konin Province, very little of it
comes from Konin Province.

®



Although Konin province is rather rich in infrastruclure such as railways,
roads and river, it is easy to access the bigger cilics, people do not utilize this
potential.  The details of the potential will be discussed later,






4.4

Current Condition of Frelghi Transport Enterprises in Konin

As mentioned in paragraph “4.2.2 Regulations Concerning Physical Distribution
and Transport”, in order to begin a private transport service one a special license
is not required and all that is needed is to register in a public officc. 1t can be
claimed that road transport is the sub-scctor of the Polish economy which is the
most advanced in the proccés of privatization. There have been are bankrupteies,
companics, bul some newly formed businesses are succeeding.

Among the firms pmviding lransport scrvices in Poland, one cuterprise has a flect
of 1,150 trucks. Only 17 enterprises own more than 80 vchictes, and over
60,000 cnterpriscs arc ong-man, onc truck business.

General information about the freight franspost companics is given in “4.1.2
Current Situation and Future Plan of Traffic Infrastructure and Operation of
Transport. Here, the activities and the characteristics of the freight transport
companies in Konin Province are described on the basis of  the scale of

enterprises, the items carried, and the distance goods are carried.

4.4.1 Classification of Freight Companies

(1)} Location of frcight companics

In order to grasp the current condition of transport companics in Konin
Province, we extracied the freight companies from the companies list made
up by thc RDA in Konin. According to the list, 969 companies arc

considered as engaged in the transport business in Konin province.

According to the list, the number of transportation companics according to
their tocation in Konin province are : 170 in Konin city, 97 in Kolo and 96
in Turck. Of the total of 969 companics, many are cngaged in other lines
of business such as car repair, warchousing, trading and processing.  Since
there is no specific law or inslitution for defining the activities of
professional transpost scrvices and registering their business at the present
time, there was difficully in classifying the 969 companies into groups by
type of activity .

4.4-1



Figure 4.4-1 LOCATION OF TRANSPORT COMPANIES IN KONIN

Tuliszkow -
2 5% SIesirj{feczewW!tkOWO

Slupca 24y 234 2 2

&
Turek 574
9.9% Others
47.6%
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10.0%
Konin o _
12.5% : - Source:RDA Konin

Consequently, the Team decided to deliver queslionnaires to a sample of 52

freight companies to ascertain the details of their activity.

(2} Classification by categorics

Of the 52 rcsponses, 26 (51%)5 companies are specialized in freight
transport services, 5 (109) arc dealing with both cargo and passenger

service, and 18 (35%) are providing transport service as a side business.

1) Number of vehicles owned

Many of the companics said that they are of the minimum business scale,

which means owing only one vehicle, and necessarily not operating a
teucking business constantly, As the result of the survey, respondents arc
categorized into four types by the number of vehicles as shown in Figure

4.4-2.
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Figure 4.4-2 THE 52.COMPANY SAMPLE CLASSIFIES BY
NUMBER OF VEHICLE

bl~100 na. !
% 2% \

6§~ 50

2) Ycar of establishment

Information from RDA indicates that mosl of the transport companics were
established after 1989.
Figure 4.4-3 shows the shares of respondents classificd by the year of

establishment

Figure4.4-3 THE 52-COMPANY SAMPLE CLASSIFIED BY YEAR OF
ESTABLISHMENT

1989~"1994
_AT%

Figure 4.4-4 shows the scale of company by the year of establishment. Two
relatively bigger companics were established before 1979, They were
established curing 1962 - 63 when the central government strengthened the
control systems, There are new medium scale companics which were

cstablished by privatization or diversification of state-owned companies.
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Figured.4-4 SCALE OF COMPANIES BY YEAR OF ESTABLISHMENT
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3) Volume of cargo

Table 4.4-1 shows the volume of cargo carricd by the freight companies.
The company scalg is classificd by the nimber of holding vchicles.

Table 4.4-1 VOLUME OF CARGO

Company scale _ Average of carpo volume
. 11,000 Ton-km/ i 1,000 Ton-km/
(No. of Vehicles) lTons/Monthi  Km/month Month Year

5o84240: 35810880
41,268: 120,000 1,440,000

4.4.2 Activity of Freight Transport and Forwarding Enterpri'ses in Konin

(1) Activity of large statc-owned transport companics in Konin

Most large and medium sizé transpdﬁ companieé in Province are slate
owned. The biggest is PKS Konin which employs 600 people. PKS
Konin has 300 vchicles including 218 buscs, 35 trucks and 47 other cars.
The company has reduced the number of 'employcc‘s from 1,400 and the
number of vehicles from SO0 since 1990. fts main service is passenger
bus operation. They also engage in freight lranéporl, trading, warchousc
renting, repair workshop and sale of spare parts,

There are PKSs in Tulck and Kolo too.
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The activity of Kolo Transport is of great interest to our study.  Aller
scparating from Kolo Meat Co., they changed their line of business from
domestic transpotl to international transport. They make the best usc of
their refrigeration experience, and handle fresh products which need cold
storage. The forwarding company “POLFROST Poland” in Warsaw,
which was established in 1990 by a German invetor, uses this transportation
service mainly to Germany and Russia.  Since Kolo Transport is a state-
owned company supervised by Konin's Voivode office, the Kolo transport
can nol have a joint venture with POLFROST Poland at this moment.
However, after the completion of necessary procedures, they intend to
cooperate more closcly.

There is a branch office of SPEDPQL., which is mentioned above, in Konin
Cily. SPEDPOL. specializes in domestic cargo transport.  The profit of
Konin branch officc was the top among 30 branches in 1995, however,
sincc PKS Konin acquired SPEDPOL's biggest client, namely “Huta
Aluminum”, SPEDPOL Konin's ranking went dowa from first to third. It
is said that the reason for which Huta Aluminum withdrew its business is
that SPEDPOL. is a forwarding company without its own trucks,

Activity of small size transport companics in Konin

Most of the small transport companics in Konin conduct their daily
busincss independently, and somie cooperate with {orwarding companies.
Since forwarding companies charge a fee for getting business, transport
companics wonder whether they can make direct contract with customers,
However, the network created by forwarding companics is uscful became it
can reduce the time losses needed to make delivery.

Small and medivm size freight companics are easily influenced by business
fluctuations. Récenlly, international (ranspoit companics arc facing
problems prcsehlcd by the exchange rate since they contract in DM.
When the PLN becomes strong, the advantage of Polish freight companies
against western Eufopcan countrics decrease.
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(3) Trend of business activilics

The inain loads carricd by frcight' comp'anics in Konin prbvincc arc given in
Table 4.4-3 below.  Valid answers (o the survey quc<;110|1 on this are 40
and some of them gave multiple answers.

' Accordmg to the answers, the main loads carricd by freight companies in
Konin Province are agriéullunl 'producc and construction materials,
Although the sales 'amounle by cach type load arc not evident in this data,
most freight c0mp1mcq arc dealing wilh these kinds of toads.

Table 4.4-2 SORTS OF LOADS OF FREIGHT COMPANIES
IN KONIN PROVINCE

| No. of Answers % of the 40 valid returns
Mass goods 4 10.0%
Small articles 3 7.5%
Construction materials i4 35.0%
Agricultural products 16 . 40.0%
Metals & products 8 22.5%
Woods & products 2 5.0%
Others 1 2.5%

Source: JICA Study Team

The answer lo a question of how to decide on the carrying charge is

iltustrated in following Figure 4.4-5.  Multiple answers who acceptable.

Figure 4.4-5 BUSINESS FOR DETERMINING TRANSPORT CHANGES

a. Distance

d. Negotiation 24%

43%
b. Type of
vehicle
15%
date
18%

61% of respondents have regular customers.  The ratio of orders from the
regular customers accounted for 85% of average orders received,
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Although only 34 answers were available for the question which asking
how often the companics orders reccive from clients, a general view on the
busincss opporlunity can be evaluated, As shown in following figure, most
of companics receive orders once per day or 2-5 times per day.  26% of
companics do not receive orders everyday.

Figure 4.4-6 FREQUENCY OF ORDERS

12
9
8
4
1
Not every Cne order 2-5orders  5-10 orders 10-30 orders More than 30
day, once in per day per day per day per day orders per
avery 2-3 day
days

The answer for the question that asked what they did in case of a shorlage
of trucks when orders came in is shown in Figure 4.4-7.
17 (36%) of the companics introduce the clients to an other transport
companics without sceking compensation. 8 (17%) of them just refuse the
orders. From thesc answers, it is cvident that most of the companies have
no idea of the valuc of an efficicnt collaboration system.
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Figure 44-7 RESPONSE WHEN CLIENTS REQUESTS CAN NOT BE MET B

e 33%

D

2%  310%

[Ja. Ack an other trans co. in lower price

B b Recommend another company without fee
Oc Get amargn forintroduction

{1d Refuse the orders

B e. Demand atways lower than supply

Of. Others

22 (44%) of the companics have a regular collaborative relationship with
other companics. 28 (56%) of them do not have such a relationship.
However, 36 (80%) of them think fhat the transport companics should
cstablish their own association in order to ¢xchange information. Other
purposcs/functions of association considered necessary by the respondents
are as following ;

- Tocxchange information

- To develop higher gquality of services

- To promote compelitiveiiess

- Todiscuss agreed prices

- To discuss lack of parking

- To provide actual siteation in transportation

- Todiscuss carrying cargoes when returning from the destination
- Todiscuss reduction of transportalion cost

- Tosolve the problems of an unstable market

To help cach other in case of lack of mcans of transportation

Problcms

Onc question asked about the problems or troubles they arc facing.
Respondents were told they could select three from the choices below.
Most of transport companics cited vehicle trouble.  54% marked “high
cost of maintenance of vehicles” and 48% marked “Overage vehicle” Thus,
high impedance was given to problems concerning vehicles,

42% of them arc worricd about fucl cost, “¢”.  29% marked “h” conccmning

the low carrying charge caused by over competition, and “i” concerning
road conditions.  “t” about sales channel was marked by 21% of
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respondents, Figure 4.4-7 illustrates the degree of important problems
which respondents are recognized.

Table 4.4-3 PROBLEMS OF TRANSPORT COMPANIES

Ration to total Ratio divided
by number of
answers

samples
Difficulties in borcowing of toanor | g f 54 | 15%
High cost of maintenance of vehicles | 23 |~ 19% f 54%
Overage vehiclos

Problems which respondents recognize No. of answers

e T O O e B B TR
.channeXdifficult to find the consignors) | 1% | Py | 21%

Low transportalion service price by
reason of too much_competition_
Jj Difficulties in complying with diversified

customers requirements

e e
149 100%

Figure 4.4-8 PROBLEM AREA OF TRANSPORT COMPANIES

LEAS

Note: Sce Table 4-4-3 for legend,







4.5

Distribution of Major Economic Sectors in Konin Province

Since transportation and physical distribution are influenced by tratfic
infrastructore, the Team analyzed the traffic infrastructure surrounding Konin
Province as reported in previous chapter.  Furthermore, the {reight transport
enterpriscs in Poland have been discussed for understanding the gencral
conditions of the transport system which is necessary for producers to distribule
their commodities,

In this chapter, we analyze the distribution system and market mechanism in
Konin Province,

Since most cargoes pass through Konin Province, we focus on the commaoditics

transacted in Konin Province. Therefore, we put emphasis on agricultural

products and consteuction materials bascd on the following reasons which are

consequences of each sector survey.

@ 41.6% of the labor force is engaged in the agricultural sector (Chapter 2,
“Position of Konin Province in Poland, Table 2.2.1).

® Mincral resources apart from brown ceal and rock salt in Konin Province arc
utilized for making a construction materials {3.3.3 “Mineral Resources for
Industry Usage”).

® According to the questionnaire survey for the industrial sector, one-third of
manufacturing companics are regarded as concerned with the construction
business (4.5.2 “Distribution of construction material”).

®  16.7% of manufaclurers are engaged in the food processing industry.

® Major cargocs carried by freight companics in Konin Province are
agricultural products and construction materials (4.4 Current Condition of
Freight Transport Enterprises in Konin).

4.5.1 Distribution of Agricultural Products and Foods

4.5.1.1 Distinctive Feature of Distribution

According 1o the survey of the agricultural sector, the major agricullural
products in Konin Provinee include milk, meat, grain, sugar beet and fruits.
The distinctive distribution and physical distribution of cach product arc as
foltows;



®
L
®
L

Average daily mitk production per farm is 100 liters
Milk can be preserved in refrigerators for 3 - 5 days
Milk proécssing firms collect the mikk from the farmers
Year round distribution is possible

2) Meat {pigs)

®
®
¢

Most farmer breeds S to 19 pigs

80% of farmers pay ncighbors for transporting their pigs

20% of farmers can deliver livestock by utilizing the processing
company’s trucks

Price is fixed depending on micat quality

Year round distribution is possible

3) Grain (wheat, rye, ctc.)

Most farmers carry the grain to warchouses and processing companics
by utilizing their own tractors

There is no joint dispatch system for strenglhening their bargaining
power ‘

Wheat farmers are price takers

Harvest is from August to September

After the harvest season, the next setling peak is March or May.

4} Sugar beet

Agreements on quantity and price are exchanged between farmers and
companics at the beginning of year

If there is a surplus of agricultural products, farmers sell it all at a lower
price

‘Transporfation must be provided by farmers themselves

5) Potato

Harvest is from September to October

Most potatocs arc consumed by farmers’ livestock

Some potatocs are carried to a branch office of the starch processing
company in Lubon {farmers arrange transportation by themselves)
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6)

4.5.1.2

(B

® TFarmers store potatoes underground, then it is possible to sell them year
round at markets

Fruits (apple, strawberry)

® Harvest of apple is from September to October
tarvest of strawberry is May

L

@ Most fruits producers do not develop regular customers
® Farmers sometime open truck stalls in wholcsale markels
®

Large-scale farmers grade their products by utilizing sorling machines

Transportation of Agricultural Products from the Production Area

The qucstionnaires prepared in this stady to survey transporl conditions
were altached o the questionnaires for agricultural sector.  The number of
valid samples is 147. Since the gencral analysis of respondents is
mentioned in ‘4.1 Agricullural scctors”, this scction focuses on the
transport from farms. The purposc of this questionnaire was to survey how

farmers move their products to buyers.

Means of transportation which the farmers themselves control hold

We asked the farmers whether they own a vehicle.  Some farmers marked
plural choices, so the percentage are caleulated as a ratio to the number of
valid samples (147) and hence do not add to 100. 107 (73%) of all
respondents have a means of transport including tractors. 18 (12%) of
them have trucks. 94 (64%) have tractors for farm work and they
sometimes use them as the means of transport. 40 (27%) of farmers do not

have any vehicle at all.
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Figure 4.5-1 VEHICLE OWNERSHIP BY FARMERS

Passenger car j 5%

Tractor | - o Vo f""lﬁzi%

Truck -'=|i2%
Do not have Lo '..-|2m

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100

(2) Arrangement of ransport

According to the responses to the guestion regarding the 'rcsponsibility for
carciage of agricultural products, 127 (86%) of the 147 respondents
answered that they move their products by themsclves. Cases in which
farmers ask their neighbors to (ransport their products may be included in
these answers.  Some of them use horses as the means of transporlation.
40 (279%) of the respondents syndicated that buyers arranged vehicles for
moving the products.  Most of this cases involve dairy products. The milk
plants send their refrigerated trucks to farms periodically. Only 7 % of
farmers and buyers hire transporl scrvices prdVidcd by professional freight
companics.

Figurc 4.5-2 shows the result of this queslion.
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Figure 4.5-2 THE NUMBER OF FARMERS GIVING EACH ANSWER

120 B Producers move the products themselves
100 - {JBuyers move the products
O Producers usetransportation companies
80 1 27(86%) DO Buyers use transportation companies
60
40(27%)
40 T
20 .
4(3%) 6(4%)
0 | w—— 1

The answer to the question regarding means of transportation for carrying
products to destinations is illustrated in the next figure.

Figure 4.5-3 THE MEANS OF TRANSPORTATION USED TO THE

DESTINATIONS
120
a
100 ' 113 a. Trucks to destination
' (27%) MY Trucks and trains €
80 : {Jc. Trucks and vessels 78 (53%)
o 4. Trains
60 ' We. Others {mostly tractors)
49
b d
20 15 (10%) c 14 (10%)
4 {3%) -
0 - am— ‘:_I

113 (77%) of 147 respondents sead their produclts to destinations by truck.
78 (53%) of them marked “others” and remarked that they meant tractor,
‘There are only 7 respondents who send their products to foreign countrics.

{3) Problemsin {ranspbflélion

The farmers face many problems. Since the general problems have
alrcady becn analyzed in the agricultural sector, we concentrate have on the

4.5-5



problems concerning transport and distribution of agricullural products at
the farm level 118 (80%) of respondents answered “a” that the cost Tor

transportation is high. 99 (67%) of them marked “¢” w

hich mentioned the

difficulty of arrangement of disiribution channels. 88 (60%) of them
marked “h” which is the problem of unsold produce. Figure 4.5-4 shows the

degree of the importance of transpert problems to farmers.

Table 4.5-1 FARMERS’ PROBLEMS iN TRANSPORTATION AND

DISTRIBUTION

ax | bt | c#
a. High cost of transportation 18] 27%) 80%
b. Losses during transportation 3 1x] 21%
¢. The service of transportation companies are not comfertable 20] 9% 14%
d. The number of transporiation companies are limited 231 5% 16%
e. Arrange of distribution is difficult, because of unstable sales market 89| 23%] 67%
f. Custom procedures is complicated N 2% 5%
g. Shortage of warehouse capacity 18] 4% 12%
h. Unsold produce 881 20% 60%
i. Others 31 7% 21%

435] 100%
a* is the number of answers
b* is the ratio divided by total of a*
¢* is the ratio divided by number of samples

Figure 4.5-4 PROBLEMS' AREA OF FARMERS
—
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4.5.1.3 Buyers of Products

According to the Survcy of the agricubtural scctor, 40 out of 190 farmers
answer that products arc consumed by producers,  When we sublract the
answers “not sell” and “for praduction”, 45.3% of farmers do not scll their
praducts to the market,

Most farmers who replied that they used agents are producers of dairy foods.
'The reason why these sell to agents is due to the 'pcrishal)lc nature of milk
and fresh foods which require sensitive temperature control in the process
of transportation. _

Products carried to processing industrics such as milk, mcat and grain tend
to be bought by middlemen since the number of processing plants located
in the vicinity arc limited, Most farmers have inherited the distribution
channel of the old system and it has not been very diversilicd ycet.

However, there is another problem in that proccssing plants have had
problems went downhill during the transition périod. Processing plants
could not withstand the gap between inflation and food price control by
government.  Many processing companies which were used to buy
agricultural products went bankrupt, and therefore, the distribution channe]
of local produclts become narrow.  Establishing public markets was onc of

the countermeasures Lo cope with this contraction of the market,

Fresh fruits and vegetables tend to be sold in open markels in various
neighborhoods.  Some farmers sell their products at their farms.  The
distribution system for fruits and vegetables is primitive and is regarded as
being in a transition period.

4.5-7



Figure 455 BUYERS OF AGRICULTURAL PRODUCTS

Not sell ¢ 119
For production l : ; - 321 _
Self consumplion ; ‘ - =140
Exporters I_:l 5 ‘
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Neighbours 11
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Collective units [ : i 120
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451.4 Competitiveness of Agri-food Products

(1) International agri-food trade by product categories

Poland is preparing to join the EU, so the agricultural market is being
influcnced by the market of neighboring countries. Pcople must accept the

LU standard for the distribution system and technology related to agri- food

products in order o survive the transition period.  Since the domestic

market is closcly rclated to international trade, monitoring the international

market is very important for peopte dealing in agricultoral and food

products.

Table 4.5-2 below illusirates the value of international trade and Table 4.5-

3 illustrates the weight of its categories.

‘The data show that the excess of imports over exporis is increasing in

recent years.  Eispecially, import surplus of cercals increased rapidly [rom

USD?223.6 million in 1995 to USD725.8 million in 1996, Farmers said

that they held back cereals from the market duc to a poor harvest in 1995
and they cxpected to benefit from sclling their grain at bigher prices.

However, the international market reacted quicker than they expected.,

Intcinationat traders imported lower-priced cercals from neighboring

countries and the domestic price was kept low as a resull.  Because was a

sufficient supply of imported cereals, many farmers lost opportunities to
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sell their products.  This occurrence made people realize that Polish cereal
markel was linked with international market and Polish cereals are not
highly competitive.  In accordance with analysis in the Agriculture Scctor
Repoit, the mosl significant reason for weak competitivencss of Polish
cercals is small farm size.  This circuinstance is a cause of ineffectivencss
of the distribution system as well,

According to Figure 4.5-3, the volume of trade by product categories, trade
of fresh fruits and fruit products is notable sinee the volume of these trade
is refatively high. Thus Polish fruit market has been withstanding of hard
competition, but ¢ffects of imports of fresh fruits and fruits products have
been increasing.  The import surplus of fresh fruits become USD206
million in 1996, by increasing from USD93.7 million in 1995, The
favorable tradc batancc of fruit preducts is declining gradually, from
USD268.2 nuilion in 1995 to USD255.8 million in 1996,
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Tabile 4.5-2 VALUE OF POLISH INTERNATIONAL AGRI-FOCD TRADE BY

PRODUCT CATEGORIES
Exports(mln US3) Imports{min US$) Balance {mh US$)
: : 1634 1 1995 | 1896 1924 1 1595 1996 1994 1955 996
I Animal Products SV NN AN TN, S SN, N N
A Live animals 1 17792 ~ 1802 1732] S8 365) 424|121 1437 1328
[ Horses Cjosua| esg| C7es)  w3| o 0df T 13| Tebal - gl4] 180
2 tivestock | 113 se8|  728) 252y 65| 89]  Sall 8231 640
3 Sheep o164k 1s4p  w32f 04y 01 00F 1631 1531 132
A Other - 38 19p 98| 315 2031 322 -277) 214 223
B Proces-sed p{ogqgts (5~1I) 44071 6044| 7208] 2521| 1849 2304| 1886 4185 4904
5 Red meatandoffal L5Bap 10171 1208) 14181 960} 1266) -834| 56/  -58
6 Pouly meat and offal 8iep_ 7Ly 834l 616 3151  S12) 00|~ 344; 322
7 WMeatproducts 9181 14341 2317 381 29| Hls| 819 1355 2202
87 Animal fat | 58] s 166 29 | 241 129 94 o 129
TG Mdk. cream ard ice-cream | 1742) 2205 1929 1665 171 188} 1576 2034] 1M1
_108utter o 115 217 218| 48 09 - 07p &1 208 271
11 Cheeses and curds 314l 333 45| 204l 230, 179|701 107 296
) f?"Othe!,anima*lnrqd.w:ti.....____'_'"_' 398 B0 ._5_?}_3 1473} 1704 2243| -1074| -1194] 1720
C.Fen ] e 1707 1833| 2832| -assf -2l 721
_13Fishand crustaceans | 610 1555] 1650 2228 -945! 712l -1234
t4 Fish products 61.2 15.2 18.3 20.4 460 482 512
Totat (1~14) 1820 62821 5748] 7402] 1538] 4148 379t
H Crop Products - o I N o o
0. Raw materials 211.8 38431 586.3| 1.2674] -1725. -2215 -1,0262
15 Cereals 22 781| 2406| T 7392| 758, 2236 1258
" 16 Oilseeds 25 587 392| 1518] -5441 605 -1359
17 Fresh po!ator:s B }?@ 247 1241 34 15 51 122 ) _I_'J‘_é o j}
18 Frosh fuits 1009 {368 950] 1882, 2305 3010|  -873| T -937] -2060
19 Fresh vegetatles 95| 03] 348) 434)302| 734307 T169] 363
W0Flowers 209 26, 232" Tasa| T s1a| T2a) 3] TT-2d
E. Processed producls N _ 6793 52.1 56.1 5052 ¥31.3] 8838 174.1 214 723
21 Vegetable fat and oils_ ERTE 252| 1138 2062  2185| -156.4| -1694| -1933
92 Cereal milling produ(:i.s Tos) 17 22.9 130 201 368 24 830 -139
23 Cakes and meals 159 28|  1340[ 1595 25561 -1181] -139.5} -227%
24 Starch, crops, malt TTieay T 92) M58 1217 T4sa) 816 -0 359  -421
25 Vihite sugar 622 28| T8 T o] T eso| 1o2) 621, -62517 T390
26 Molasses 23 “aesl " sis| 00| ool 00| 333l 344 sts
27 Confeoticnery L B9 isTa| 2s03| 832l Tians| T rasS| T 17) U367 d118
28 Fmit products 31907 3309) T3449| A7S[ T 627|  80d| 7805|2682 2558
29 Vegatable products 1257|1442, 1582 US4 Ts08{ s79|  743| | 934] 1013
_ 30 Other crop products C1260) T1634] 2116 T 2353] 298| 3094) -i0d3] 134 -978
Total {15~30) 1,017.0] 1260.5] 1,4089] 11249} 1.6156] 24606] -107.9] -334.7(-1.051.7
Totat (T + 1) 1.783.9] 22706] 25282] 1,753.0] 2,1904; 32008 459 802 -6728
T Giher Frodusts | 2855 240.1| _2268]  6515] 1966 1883] 37231 565/ 9595
31 Coffee, caceo, tea 280 __486| 7 708| 4134|5159} 4635| "-a854| ~4e73| =392.7
32 Tobacco and preparations | 535}~ P70]  438| 1412| 1633|1692 -87i -1363] -1216
" "33 Spirits and alcohotie drinks Cieo) rovel 733|368 423  b12| 382 92 65
34 Waters and non-alcoholic drinkd  120.3) 5081 236 3 73] 108)  17.2) 1130 402] 64
35 Gther. Tl T as | TTEe TR 753)  Ssial - 523l 582
Total I (31~35) 2855| 24014] 2988|6578 "7966] 1883| -3723| 5565 -5535
Total (1 + 71+ 1) 20814] 25107| 2,351.0] 24108 2987.0] 3.980.4] -3264) -476.31-1232.1

Source: Polish intesnational trade in agricsltural and food products in 1996, FAPA
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Figure 4.5-6 VOLUME OF TRADE BY PRODUCT CATEGORIES IN 1996
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Source: Palish international trade in agricultural and food products in 1996, FAPA

Table 4.5-3 below is the weight of apri-foods export and import.



Table 4.5-3 WEIGHT OF AGRI-FOODS EXPORT AND IMPORT B\:I PRODUCT

CATEGORIES
Exporls (000 tons) tmports (000 tons)
1994 1995 1956 | 1994 ' 1995 - 1996
I Animal Products ' ’ ‘
A Live animals ) ) o ‘
i Horses 498 315 454 13 05 06
2 Livestock 438 509 373] 413 58 32
3 Sheep 102 17 62f 00 00 00
4 Other 09 23 6§21 119 50 31
8. Processed products (5~11) o R
5 Red meat and offal 157 430 604} 1297 634 N8
6 Poultry meat and offal 144 163 21.2| 608 336 441
7 Meat products 403 720 1337 18 144 38
8 Animal fats 96 - 184 218 39 24 31
9 Millk, cream and ice-cream 1265 1152 1095| 226 204 126
10 Butter 80 105 134 30 03 0.4
11 Cheeses and curds 173 133 181 12 88 66
12 Other animal products 212 247 253| 2880 23007 3513
G.Fish _ ‘
13 Fish and crustaceans 363 535 688] 1932 1820 2097
14 Fish products 1898 299 342 122 130 148
{1 Crop Products
D. Raw materials
15 Cereats 48 8715 531| 4715 1.971.8 36459
16 Oilseeds 74 3709 s519] 1330 . 665 3907
17 Fresh potatoes 1208 1312 952f 153 284 247
18 Fresh fruits 1770 2451 2048| 5863 6992 7941
19 Frech vegetables 2476 1484 1131| 1186 1442 1065
20 Flowers 129 155  174) 172 328 24
£ Processed products
21 Vegetable fat and oils 426 614 488] 2802 2633 2978
22 Cereal milling products 229 381 408] 731 1809 2450
23 Gakes and mea's 1203 1648 1726] 5996 7087 G070
24 Starch, crops, mailt 918 597 1078] 493 1445 1553
25 White sugar 1839 42 1604 01 1523 4718
26 Molasses 4122 3619 4151 00 00 00
27 Confectionery 435 655 1045f 528 832 %40
28 Fruit products 3129 2823 3510] 493 647 857
29 Vegetable products 2438 1856 1895 636 50.1 60.6
30 Other crop products 1284 1197 1602] 1135 12563 1241
H Other Products o
31 Coffee, cacao, tea 02 122 150] 1520 1925 2102
32 Tobacco and preparations 4.5 50 10.7 442 416 436
33 Spirits and alcoholic drinks 595 1314 816} 612 5712 812
34 Waters and non-alcoholic deinkd 5128 2035 1043] 252 213 656
35 Other 14.3 166 248 90.5 836 983

Source: Polish international trade in agriculivral and food products in 1996, FAFA
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4.5.2 Distribution of Products of the Manufacturing Sector

Transport from Manufacturers

4.5.2.1

(1) Samples of collection

Foltowing analysis of industrial scctor was executed as described above, the

transport of products from the manufacturers is taken up in this scction.

The questionnaire concerning transport was similar (o the questionnaire for

farmers, We distributed 50 questionnaires to manufaciurers in Konin

Province. Table 4.5-4 shows the characteristics of the survey.

Table 4.5-4 CHARACTERISTICS OF MOTHER GROUP OF
THE SURVEY SAMPLE
Size by number of employees
type classified by commedities sold 1-5 | 6-50 |51-250[251-500] total
Clothes 7 i i 9
Furniture 7 2 g
Building materials 3 2 5
Baker’s goods & cakes 2 2 4
Foods 3 3
Drinks (including alcohol drinks) 2 1 3
Concrete products {fences, window-sills, fombs) 1 i 2
Metal, plastic and plaster goods i 1 Z2
Flour i 1 2
Doors and windows 2 2
Paper bags, bags for tools 2 2
Shoes and shoes’ leather 2 2
Advertising goods 1 1 2
Wooden products (fooring blocks) 1 1
Spare parts for agricuitural machines i i
Veneers 1 i
7 35 5 3 50

)

35 (70%) of manufacturers in the sample have 6 - 50 cmployees.  There
are 9 (18%) manufaclurers producing clothes, and samc number are
producing furniture. 12 (24%) companics including bakerics, food-
processing, beverages and flour-related companics are all regarded as {ood
processing companics which purchase the agricultural products from the
farmers,

Transport of the commoditics

35 (70%}) of the respondents have their own means of transport.  However,
the companics do not always move their products by their own trucks.
40.8% of thecir commoditics are carricd by their own trucks average, and
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36.5% arc carried by vehicles of buyers. 11.6% of them use professional
freight companies and 5.19% of them answered that buyers pied for
transportation services provided by freight companics.  58.4% (46.8% +
11.6%) of the companies bear the cost of transporttation commodities to the
destinations, Figure 4.5-7 illustrates this condition.

Figure 4.5-7 RESPONSIBILITY OF TRUCK ARRANGEMENT

11 a. Preducars carry the products
8l b, Buyers carry the products
O c. Producers ask transpcrtation companies

01 d. Buyers ask transportation companics

b 37%

'The companies were asked what means of transportation they used. Only
one company uses lrains. Eight (16%) of the rcspondcnls scli their
commoditics only o clicnts within Konin Province.  Nine (18%) exporl.
Figure 4.5-8 shows their ficlds of activity.
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8 Figure 4.5-8 FIELD OF BUSINESS ACTIVITY

transaction
oyt No answer .
International ;: within Konin
trade 16%

18%

Domestic trade

(3) Transportation Problems

The problems concerning  physical  distribution  were  expressed  as
summarized in the following table. 32 (64%) of the sample are worricd

about the high cost for transportation. Another problem is losses during

transportation.

MANUFACTURERS (PRODUCT)

Table 4.5-5 PROBLEMS IN THE TRANSPORTATION AND DISTRIBUTION OF

Problems which respondents recognize a b c
a. High cost for transportation 32| 58%] 64%
b. Losses on the way of transportation 9] 16%] 18%
. The service of transportation companies are not comfortable 0] 0% 0%
d. The number of transportation companies are limited o] 0% 0%
e. Arrange of distribution channels is difficult, because of unstable sales ma 5| 9% 10%
f. . Custom procedure is complicated 5| 9% 10%
g Shortage of warehouse’s capacity 1 2% 2%
. Dead stock 1 2% 2%
i. Others 2] 4%F 4%
551 100%

a* is the number of answers
b* is the ratio divided by total of a*
c* is the ratio divided by number of samples
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Figure 459 MANUFACTURERS PROBLEM AREAS

h2ks id4%
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a 58%

4522

(1)

Distribution of Construction Materials

As mentioned at the beginning of “4.5 Distribution of Major Economic

Scctor in Konin province”, the distribution system of conslruction materials
was sclected for analysis |

Natural resources for construction materials

According to the survey of the industrial sector, the remaining mineral
resources are utilized for construction.  These remaining  mineral,
cspechally natural aggregates and sand are mainly used by local
construction scctor. There are 67 pits of natural aggregates and total
deposits are estimated as around 96 million tons.  Out of this, 70,000 ton
of natural aggregates are produced annually from 23 pits.

Quartz. sand is used for production of concrete, bricks and other
construction materials, and for molding as well. The quantily used for
cach major purpose is estimated as 4.8 million tons for concrete and bricks,
and 1.4 million ton for molding.

Poznan leam deposits are about 3.3 million tons.  The loam is mainly used
for light aggregate production. White loam deposits are  about 3.8
million tons and it is used for awtiitertural ceramics such as bricks.
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2)

B

2)

Manufacturing induslties related to construction materials

Owing to deposils of the natural resources, there are manufacturing
industrics related to construction materials in Konin Province. According ©
the survey of manufacturing enterpriscs mentioned in Scctor Report
“Chapter 3 Industry”, 42 enlerpriscs are categorized as “Wooden products
industry”, 35 as “Concrete produéls", 23 as “Mectal products” and 19 as
“Furniture”’. Based on the delails for these products, 31% (91 out of 310)
of manufacturers are related industrics of construction material such as

makeers of windows, concrete for walk, and {furnilure.

Traders of constrection materials

tocal trader’s stores dealing with construction materials are utilized by
small-medium size construction companics, and individual customers.
Since trading companics purchasc large amount of commoditics at once,
they can necgotiate with producers for discounts or belter terms.
Consequently, the consumer prices at stores are same as producer prices, in
some cascs. They are dealing in construction materials produced by foreign
enlerprises as well as national enterpriscs. During the survey on distribution

of construction materials, the folowing distinctive leatures are discusscd.

Distribution channel were diversified

Although distribution used to be controllcd by the central government
during the transition period, state monopolics cngaged in distribution of
construction materials were divided into more than 17 units. Most of
them were privatized and several former state units were acquired by
forcign investors.  New traders entered the market,

At the same time, peoplc’s preference became diversified since the
standards of housing which used to be controlicd by the central government
were deregulated.

Construction business prosperity

According to WIB, the construction business is prospering. The Table
4.5-6 below shows the growth rate of construction sector,
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3)

Table 4.5-6 GROWTH RATE OF CONSTHUCTlON SECTOR

1993 1994 1995 1996 |11 1997
Annual growth rates (%) K
Ghby 38 5.2 7.0 6.0 7.6
Industrial sales G.4 12.1 9.7 -85 7.8
Manufaturig 10.4 13.7 11.6 10.5 10.7
Construction 1.5 0.3 5.6 7.8 23.6

Source : Polish (.‘cnllral Statistical Office(GUS)

Alter 1989, the growth rale of construction sector dropped 10.7% in 1990
compared with the previous year.  Since then, however, the oulput of the
construction indusiry has been increasing, since 1991, Trading in

construction material has been prospering as well.

Distribution systems for small projects and large project differ

In order to reduce the cost of housing construction, many individual owncis
of housing construction go direct to manufacturers to buy basic materials
such as bricks. They utilize the traders when looking for interior goods
since the stores display a varicty of products.

In the case of large projects, the general contracl cnterprises commission
traders (o deal with construction matcerials,

‘The role of traders in Konin Provinee is for individual small projects.
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4.6 Passenger Transportation

4.6.1 Passenger Transportation by Rail

For Polish commuters, railway scems to be unpopular mode of transport
compared with situations in other Western Furopean or Far Eastern cities. A
detailed analysis on rail commuters' market has not yet been conducted,
however, the number of season ticket users in Table 4.6-1 indicates the current
siluation of rail commuter traflic in big citics of Poland. Even in such big city
zs Warsaw, the number of railway users are only 75.6 million people in a total
or 207 thousand people per day and that of season ticket uscrs {most of them
would be commuters) are 32,9 million people as a total or 90,000 people per
day.

Many people use cither their own cars, bicycles or buses for commuting,
The Timetable for this situation, following rcasons are:

1}
2)
3)

4)
5)

6)

The railway service is not convenient for the use of commuling;

Trains is not necessarily punctual;

Ordinary trains take too much time to get to the destination, while there is
no rapid train service for comimuters;

Rai{ fares are relatively expensive comparcd with those of bus;

Road congestion at the peak hours is not yet scrious as are in cities of
Western industrialized countries; and

People are living in places ncar to their working places and are not

necessary to commute for long dislance.

Many users of train service complain about deficicnt passenger scrvices of
ratlways. On the other hand, railway operators are reluctant to introduce now
services such as rapid train scrvices for commuters since the demand such

service and the profitability of such service arc uncertain.

As is shown in Figure 4.6-1, the Polish National Raitway (PKP) is now
modernizing E-20 Line {Kunowice-Poznan-Warszawa scclion) and planning
to introduce fast trains for its Inter City passcager service. The maximum
speed of train in this service will be 160 km/hour for the major scctions of
Poznan-Konin-Kutno section.  The construction works for modernization are
scheduled to be completed by the end of 1998 and the new scrvices will be
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introduced in carly 1999, Once the fast train is successfully introduced to F-
20 Line, the timetable for this section will have cnough capacity to have
additional passcnger services.

I is Jikely to introduce new passceager service for E-20 Railway Lin¢ once the
modeinization work on the line is completed.  One po<;91blc service will be
the introduction of new rapid commutcr scrvices for suburban lincs in big
cities. I this kind of service is introduced, Warszawa would be the first
choice to be serviced and Poznan would be the second. It should be taken
into account that the introduction of new scrvice often stimulates demands and
changes in the ways of thinking of people.
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Table 4.6-1

RAIL TRANSPORT PASSENGERS IN BIG CITIES IN POLAND

(Unit; ‘000)

Total Single Tickel Season Ticket Others
Total 286,103 117,609 132,330 66,164
% 100.0 41.1 358 23.1
Warszawa 75,629 27,332 32,896 15,401
% 100.0 36.1 43.5 20.4
Gdansk 60,233 24,302 22,353 13,628
% 100.0 40.3 371 22.6
Kalowice 31,323 14,257 9,043 8,023
% 100.0 45.5 28.9 25.6
Wroclaw 13,339 5,900 4,106 3,333
% 100.0 44.2 308 25.0 B
Paznan 12,608 5,132 4,578 2,808
% 100.0 40.7 3163 230
Biclsko-Niala 13,934 5,404 5,489 3,041
% 100.0 338 394 21.8

Source: PKP, Recznik Statystyczny, 1996

Figure 4.6-1 PLAN OF E-20 RAILWAY LINE AFTER THE MODERNIZATION
IN 1998
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Source: Ministry of’l‘ianspor! and Maritime Economy
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4.6.2 Bus Transportation

(1)

(2)

Restrocturing of PKS companics

Currently, bus lransportalion services are mai'n!y provided by PKS
companics all over the country. In December 1996, the Minister of
‘Transport and Maritime Fconomy decided to establish Programming Policy
Council in order to procecd with the restructuring of PKS companies.  The
Council has the following tasks:

1) Work out a program for restructuring of PKS companies;

2) Supervise the implementation of the program; and

3) Give opinions on proposals of founding organs of PKS companics
concerping  restructuring  and  ownership  transformation of PKS
companics. '

Preparations for the program for restructuring PKS companics were worked
out in June 1997.  During the later half of 1997, a number of consultations
with PKS companics were conducted. At present, details of the program

arc being verificd prior to presentation to the Board of Ministers.

Current situation of bus transporlation scrvices in Konin

Bus transporlation services in Konin is currently provided by threc PKS
companics, namely PKSs-Konin, Turck and Kolo.  ‘They provide
following number of regular bus scrvices:

PKS Konin 224 routes 989 scrvices/day (260 drivers)
PKS Turck 194 routes 726 services/day (160 drivers)
PKS Kolo 73 routes 514 scrvices/day (119 drivers)

The total number of buses used for regular route services and other
purposcs arc shown in Table 4.6-2. The average size of buses used in
Konin is distinctly smaller than that of national average reflecling the
smaller demand per service in Konin: medium or small buses of 16-45 scats

comprise 77.7% of total bus fleet in Konin, while national average is 58.7%,
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and largc buses of morc than 45 scals comprise 12.0% in Konin, while the
national average 26.3%,

Although all thrce companies had positive nct profits at the cnd of 1996,
their regular passcnger transportation busincss is gradually shrinking
because of the decrease in the number of passengers and a new emphasis on
diversification into  car repairing and controlling services, sales of spare
automobile parts and fuel, domestic and inteenational tourist bus operations,
school excursions, freight transportation by truck, ctc.  In the casc of PKS
Konin, such additional scrvice activitics conmprise around 40% of its total
revenue and are still expanding.

All three PKS companics consider that the decreasc of passengers has been
brought about by the following factors:

1) Motorization;

2} Low level of economic activitics in the region, retlected in the increase
of unemployed people; and

3) Low income level compared with the bus lare.

Table 4.6-4 cxhibits a present bus tariff applicable to all PKS companics in
the country. A fare of normal monthly ticket, PLN 92-94 for the
average travel distance of 20 -30 km, secms to be expensive compared with
the minimum monthly salary of PLN 550.

Nonc of three companics seem to be confident over the future prospects for
regular passcnger transportation service. However, the people in Konin usc
bus scrvices relatively intensively compared with the nationalt average. As
is indicated in Table 4.6-3, the number of PKS bus passengers in Konin is
2.5% of the national PKSs total, which is much higher than the province’s
1.2% share of the population.
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Table 4.6-2 NUMBER OF BUSES IN KONIN (1996)

Ordinary Buses o
Totat ‘Urailer Buses
upto 15 16 - 45 more than 435
Poland Total (A) §7,221 11,143 51,233 22,949 1,896
% 100.0 12.8 58.7 263 2.2
Konin B) 1,078 81 834 129 34
% 100.0 7.5 77.4 12.0 32
%  (BIN) 1.2 - 0.7 1.6 0.6 1.8

Souree: Ministry of Transport and Masitime Eeonomy

Table 4.6-3 PASSENGER TRAFFIC BY PKS BUSES (1996)

(Unit: ‘000, %)

Passenger Passenger-km | Average km
Poland Total 998,508 29,538,588 29.6
Konin 25,070 607,323 24.2
% 2.5 2.1

Table 4.6-4 OFFICIAL TARIFF RATE APPLIED FOR PKS BUSES

Bistance Full-price Half-price Monthiy Monthly Monthly

Ticket Ticket Ticket Half-price Student
ki PLN PLN PIN PI.N PLN
0-5 1.00 0.50 35.00 18.00 18.00
6-10 1.20 0.60 38.00 19.00 19.00
11-15 1.90 0.95 63.00 350 31.50
16 - 20 200 1.00 65.00 32.50 32.50
21-25 2,70 £.35 92.00 46.00 46.00
26-30 300 1.50 94.00 47.00 47.00
31-35 3.50 1.75 116.00 58.00 58.00
36-40 370 1.85 120.00 60.00 60.00

Note: The above tanfl rates include VAT.
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They operate even unprofitable routes because they are receiving subsidics
to do so from the Government.  ‘The companies cannot help eanding, loss-
making scrvices or decreasing the frequency (quality) of service.  In such
cases, companies consull with gminas on the route where which they are
going to close or decrease services, to sec whether the gminas would be
preparcd Lo compensate them for a part of the losses. However, no gmina
has ever agreed 10 pay for a pari of PKS losses in order to keep the bus
transportation scrvices as they were. ‘The tesults arc always decrease in
service and, hence, the deterioration of the standard of living of people in
the arca.
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