The Common Agricultural Policy
of the European Union -
the present and the future

EU Member States
point of view






INSTITUTE OF AGRICULTURAL
AND FOOD ECONOMICS
NATIONAL RESEARCH INSTITUTE

—

The Common Agricultural Policy
of the European Union -
the present and the future

EU Member States
point of view

Editors:
dr Marek Wigier
prof. dr hab. Andrzej Kowalski

Proceedings of the International Scientific Conference

“The Common Agricultural Policy of the European Union - the present and the future”
Multi-Annual Programme 2015-2019

“The Polish and the EU agricultures 2020+. Challenges, chances, threats, proposals”
5-7 December 2017

Stare Jabfonki, Poland

THE POLISH AND THE EU AGRICULTURES 2020+
CHALLENGES, CHANCES, THREATS, PROPOSALS

Warsaw 2018



This monograph was prepared under the Multi-Annual Programme 2015-2019

“The Polish and the EU agricultures 2020+. Challenges, chances, threats, proposals”.

The publication is a collection of selected papers delivered at the 22th edition of the International
Scientific Conference organized by the Institute of Agricultural and Food Economics - National Research
Institute. The theme of the conference was "The Common Agricultural Policy of the European Union —
the present and the future. The conference was placed on 5-7 December 2017 in Stary Jabtonki in Poland.
Common Agricultural Policy was and still is one of the key pillars of European integration. Published in
two volumes materials refer directly to the current and future of the CAP in EU and non EU member
states, the strategic objectives and principles of agricultural policy for the agri-food sector and rural areas,
address the issues of equilibrium between agriculture, forestry and land use, relate to the dilemmas for the
EU budget and the CAP after 2020, CAP instruments and their adjustment, transformations of the rural
economy and programming of the rural and agricultural policy, as well as productivity and production
efficiency and tensions between sectoral action and between different models of territorial activities.

In the Scientific Committee of the Conference was participated: Prof. Andrzej Kowalski (IAFE-NRI,
Poland), Prof. Drago Cvijanonivi¢ (University of Kragujevac, Serbia), Prof. Thomas Doucha (IAEI, Czech
Republic), Noureddin Driouech, PhD (CIHEAM, Italy), Prof. Szczepan Figiel (IAFE-NRI, Poland), Prof.
Masahiko Gemma (Waseda University, Japan), Prof. Wojciech Jozwiak (IAFE-NRI, Poland), Prof. Jacek
Kulawik (IAFE-NRI, Poland), Prof. Yuriy Oleksiyovych Lupenko (IAE, Ukraina), Prof. Véra Majerova
(CULS, Prague), Prof. Dimitre Nikolov (IAE, Bulgaria), Maire Nurmet, PhD (EMU, Estonia), Prof. Gabriel
Popescu (ASE, Romania), Norbert Potori, PhD (AKI, Hungary), Prof. Wlodzimierz Rembisz (IAFE-NRI,
Poland), Piotr Szajner, PhD (IAFE-NRI, Poland), Prof. Alina Sikorska (IAFE-NRI, Poland), Prof. Jonel
Subi¢ (IAE, Serbia), Prof. Samuele Trestini (UNIPD, Italy), Prof. Olga Varchenko (Bila Tserkva National
Agrarian University, Ukraine), Dipl.-Ing. Klaus Wagner (AWI, Austria), Marek Wigier, PhD (IAFE-NRI,
Poland), Prof. Jozef St. Zegar (IAFE-NRI, Poland)

In the Organising Committee of the Conference was participated: Matgorzata Butkowska (IAFE-NRI,
Poland), Anna Hankiewicz (IAFE-NRI, Poland), Joanna Jaroszewska (IAFE-NRI, Poland), Joanna
Korczak (IAFE-NRI, Poland), Krzysztof Kossakowski (IAFE-NRI, Poland), Irena Mikiewicz (IAFE-
-NRI, Poland), Malgorzata Mikotajczyk (IAFE-NRI, Poland), Lech Parzuchowski (IAFE-NRI, Poland),
Ewa Sierakowska (IAFE-NRI, Poland), Paulina Smakosz (IAFE-NRI, Poland), Leszek Slipski (IAFE-
-NRI, Poland), Marek Wigier, PhD (IAFE-NRI, Poland).

Reviewers:

Professor Dimitre Nikolov, Institute of Agricultural Economics, Sofia, Bulgaria

Professor Gabriel Popescu, The Bucharest University of Economic Studies, Bucharest, Romania
Professor Samuele Trestini, University of Padva, Italy

Proofreader
Katarzyna Mikulska

Technical editors:
Joanna Jaroszewska, Barbara Pawlowska, Ewa Sierakowska, Kamila Tomaszewska,
Barbara Walkiewicz

Translated by
Summa Linguae S.A.

Cover Project
Leszek Slipski

ISBN 978-83-7658-743-1
DOI: 10.30858/pw/9788376587431

Instytut Ekonomiki Rolnictwa i Gospodarki Zywnosciowej
— Panstwowy Instytut Badawczy

ul. Swietokrzyska 20, 00-002 Warszawa

tel.: (22) 50 54 444

Jaks: (22) 50 54 636

e-mail: dw@ierigz.waw.pl

http://www.ierigz.waw.pl



Contents

INEEOAUCTION ...ttt ettt sttt ettt sbe et 11
Dr Marek Wigier
1. Tasks of the CAP after 2020 ........cccciriririiiiiiiii e 18
Dr hab. Julian Krzyzanowski
Lo IOEOQUCHION c.eiiiciiicet ettt sttt 18
1.2 Objectives and MEthOAS. ........cveriiririeieieieceeee ettt e s enees 19
1.3, Study results and diSCUSSION.........ceruirieirtiriiietirieet ettt 19
1.4, Summary and CONCIUSIONS........eoueiitirieirtiieietieteiet ettt ettt et seenes 23
RETETENCES ... 25

2. An assessment of the regional impacts of post-2020 CAP budgetary cuts on production

structures and agricultural incomes in the EU .........ccooooviiiiiiiiiiiiiiice 27
PhD Norbert Potori, PhD Janos Savoly, PhD Szabolcs Biro
2.1 TIEEOAUCTION 1.ttt ettt s et a e bttt e et e st eb et et neebeneens 27
2.2 MEthOAOLOZY ..ouveeiiiieiiet ettt ettt ettt ettt sa et e e e eaeeneeneen 29
2.3 RESUIS coi e et 31
2.4, Summary and CONCIUSIONS ......c.eiiiiiierieeieieie sttt ettt e e eeeseeneeneenees 33
RETEICIICES ...ttt b ettt ettt enes 33

3. Is there room for financial instruments in the Common Agricultural Policy? Casus of

POJAN. ...t bbbt 34
Prof. dr hab. Jacek Kulawik, PhD Barbara Wieliczko, PhD Michatl Soliwoda
3.1 INEEOAUCHION .ottt ettt ettt 34
3.2.  Financial instruments versus subsidies — key problems ...........ccceveverinieienenieneeieieienn 35
3.3.  The use of financial instruments under the EU poliCy .......c.ccoeoirinieiieneiniieineceeeeae 37
3.4.  Example of the use of FI in the 2014-2020 programming period ...........cccecevverirerereeennencas 38
3.5.  How to improve the implementation of FI in the EU? ...........ccooiiiiniiiniiicciccene 39
3.6.  Summary and CONCIUSIONS .......iouirieietiitieiteierte ettt ettt sttt s e e aeseeeneennens 40
RETEICIICES ...ttt ettt ettt b ettt enes 41
4. The past, present and future of the CAP — the Hungarian viewpoint............c..cccecveneee.. 43
Dr Tamas Mizik
4.1 INEOAUCTION .ttt ettt ettt 43
4.2, The past iSSUES OF the CAP .....cooiiiieceeeeeeee e 45
4.3, The present iSSUES OF the CAP ......ccviiiiieieeeeeeeee e 49
4.4.  The future iSSUES OF the CAP....cc.coiiiiiiiieiieeeeee s 57
4.5, Summary and CONCIUSIONS ........cc.cciiuiriiiiiiiiiiicet e 59

RETEIEIICES ...ttt ettt ettt e et e e b e esbeebe e seeeseeeateesbeesseenseenseenseesseanseens 60



5. Going beyond the Rural Development Programme: a Master Plan for Austria’s rural

areas in the framework of the CAP ......ccocooviiiiiiii e 62
Dip.-Ing. Klaus Wagner
S50 INEOAUCHION .ouviiiitiicicie ettt ettt ettt b et ebea 62
5.2, Objective and MEthod......c..cviuiiiiiiiieieie et 63
5.3. Recent CAP implementation in AUSIIIA ........eoueeierieieiirieieiesiee et 63
5.4.  The Master Plan for Austria’s rural @reas...........coceveieuirieirienienieeeieiee et 64

5.5.  CAP in the system of the EU policy objectives and in the view of regional science

COTICEPES ettt ettt ettt ettt ettt ettt e bt e bt ettt e bt e bt et e bttt ea e eat et e sheebe e st et e bt eaeea s et e et e ebe et et e nbeeaeeanen 65
5.6, Summary and CONCIUSIONS .......ccueuruiriirieiirtiieiirteree ettt 67
REICTEIICES ...ttt ettt et 68

6. Possibilities to connect the Romanian agricultural research to the market requirements 69
Prof. Gabriel Popescu

6.1.  Introduction — the state of Romanian agricultural research.............ccccocererieinenninenninenne 69
6.2.  The problems faced by agricultural research since 1990 .........cccocvevererininiineneneceeene 71
6.3.  Possible solutions for the recovery of Romanian agricultural research .............ccccoovevenenen. 76
6.4, Summary and CONCIUSIONS .......eouieiiriereirieieie sttt e e e e sseeneeseensesseeneeneesens 79
RETEICIICES ...ttt b ettt ettt et enes 80

7. Price relationships of the production factors as exogenous determinants of production in

AGTICUITUTC. ..ottt ettt ettt ettt ettt et et e et e bt e st e e st e st enseeseenseenseeseenseenseessenseansesssenseessenseans 81
Prof. dr hab. Wlodzimierz Rembisz, PhD Adam Waszkowski
7.1.  Introduction and analytical DASIS .........ceevverieriririeierie et 81
7.2.  Relationships of prices of the capital, labour and land factors — hypothetical approach...... 83
7.3.  Relationships of prices of the capital, labour and land factors — empirical approach .......... 84
7.4, Summary and CONCIUSIONS ........c.couiueuiririiiiriiieiiirt ettt ettt 91
RETETEICES ...ttt b et e a ettt et e bt et be et et e sbeeneeaeen 92
8. Effects of direct payments on agricultural development in Bulgaria ...........ccccoecvenenninne 93
PhD Bozhidar Ivanov
8.l INETOAUCTION .ttt ea e ettt et et bt et et e saeebeeneennens 93
TN Y (1 1 0 Ta 0] (e Y- OSSPSR 96
8.3 RESUILS .o 99
8.4,  Summary and CONCIUSIONS ........ciueriirieieiertiee ettt sae e eneeneensesaeeneens 103
RETEICIICES ...ttt b bbbttt ettt sttt be s 105
9. Re-adjusting risk management within the CAP: evidences on the implementation of the
Income Stabilisation Tool in Ttaly .........cccoiieiiiiiiiiieii e 106
Prof. Samuele Trestini, PhD Elisa Giampietri
0.1, INEFOAUCHION c.euiiiitiei ettt ettt 106

9.2.  Data and methOdOIOZY ......c.cciriiiiiiiiieiiiriee e 108



0.3, RESUILS 1.ttt bt a bttt ettt seaan 110
9.4, Summary and CONCIUSIONS ......c.truirieuirtirienietieteiettet ettt ettt es ettt sttt st et eae b naenen 114
RETETENCES ... 114

10. Comparison of risk management tools under the CAP of the EU, the US Farm Bill

and in the CZech AgIICUITUIE .........ccviiiiiiieieieieet ettt eneas 116

Ing. Vaclav Vilhelm, CSc., Ing. Sumudu Namali Gouri Boyinovad, PhD Jindrich Spicka
10.1. INEEOAUCTION ..ttt ettt ettt ettt ettt b e et eneenen 116
10.2. RISKS 1N @GIICUITUIE......ceiiiiteciieiee ettt 117
10.3. Risk management policy in the United States Farm Bill 2014............cccccviniinininnnn 118
10.4. Risk management policy of the European Union’s CAP .........cccoecivieviiiiieieieeeees 119
10.5. Risk management in the Czech Republic.........ccooeiiiiiiiiiiiiiniiiicecee 120
10.6. Comparative analysis of risk management poliCies ...........cccerveererieerenieenieneeneneeene 121
10.7. RECOMMENAALIONS ...ttt e 122
10.8. Summary and CONCIUSIONS ......cc.eiieriiriiitieiete ettt 123
RETETEIICES ... 124

11. Factors determining the crop insurance level in Poland taking into account the level

OF farM SUDSIAISINEZ ....veenieiieieeie ettt et e e et ebe e e e s aeenbeenseenes 125
Prof. Adam Wgs, PhD Pawel Kobus
11.1. INtrOQUCTION ... 125
11.2. Methodology and data.........c.cceieeieieieieciee et ene s 131
11.3. RESUIES ... 136
11.4. Summary and CONCIUSIONS .......c.verueriirieiieierie ettt ete et teeseessensesseeseens 141
RELEICIICES ...ttt ettt b bt s bbbt s et e st et eeneebennen 142
12. Farms and agricultural enterprises for development of sustainable and smart
cooperatives: a multifactor approach using digital farm management ............ccccceeverueriennee 147
Prof. dr habil Adriana Mihnea, Prof. dr Dimitre Nikolov, dr Krasimir Kostenarov
12.1. INEEOQUCTION ...ttt ettt 147
12.2. Multi-Criteria aPPIOACH . ... c.evviuieiirieietieteetet et 148
12.3. Construction of Farm Management Model
12.4. Digital smart cooperation in agriCulture.............c.cooovvueeririeeoineeinnieceere e
12.5. Application of the ANP Farm Management Model ............cccocvveriiininnincnicieieene 154
12.6. Summary and CONCIUSIONS .......c.veiereirieiieieie ettt ettt re e ensensesseeneenes 157
RETEICIICES ...ttt ettt b ettt ettt sttt b s 158
13. Brexit — potential implications for the Polish food sector ..........c.occoivevininciinenncnnns 159
Dr Katarzyna Kosior, Dr Lukasz Ambroziak
13.1. INEEOAUCTION ..ottt ettt sttt 159
13.2. Negotiations on Brexit — what should be the model of the future relations?.................... 161

13.3. The future of the EU finances and the CAP in the context of Brexit...........cccceeveeuenn.. 163



13.4. Impact of possible changes in the CAP budget on the net balance of Poland and
transfers to the Polish a@riCUItUIe ..........coovieiiiiiiieieee e 167

13.5. The potential impact of Brexit on agri-food trade between Poland and the United

KUNGAOM .ttt bbbttt b et b e e b et e st e bt e st et e et ettt ne s nen 172
13.6. Summary and CONCIUSIONS ......cc.veriirtiriieietieie ettt 174
RETETEINICES ... 175

14. The Transatlantic Trade and Investment Partnership (TTIP): a threat or an opportunity

for the EU-Mediterranean agriculture and agri-food sector? An exploratory survey........... 177
Dipl.-Ing. Katja Pietrzyck, PhD Noureddin Driouech, Prof. Brigitte Petersen
14.1. INEEOAUCTION .ttt ettt et ese et e sae s bt eneeneesaenseens 178
14.2. Theoretical frAMEWOTK ......ccuoiuiiiiieee e 179
14.3. LILETALUIE TEVIEW ..evvivietieiiesieiieteeteestestesteeseestessesteeseessensesseasesseessensesseeseensessensesseessensessenns 183
14.4. EMPIrical @NaLYSIS ...covervieieieieiecieeieieie sttt ettt ettt ese e e sseeseeneenneens 185
14.5. Summary and CONCIUSIONS ......e.veuirtiieiietiieieeterteiiet sttt ettt ettt be e 191
RETETEICES ...ttt ettt ettt ettt est e b e e beeteess e s e b e eseessensesseeseeseessensesseeseens 191
Appendix I: Overview of trade statistics regarding selected products ..........c.cooceveveecieninencneennn. 195
15. The concept of short supply chains in the food economy...........ccceevveivirinininininnenns 196
Prof. Sebastian Jarzebowski, Dipl.-Ing. Katja Pietrzyck
15.1. INEEOAUCTION 1.ttt ettt et b et e eteeseessesbeeseensensesseeseans 196
15.2. Definition 0f the SFSC ..ot

15.3. Development of short supply chains in Europe.....

15.4. Global context of European short supply chains

15.5. Summary and CONCIUSIONS ......eveuertirieiietiiteiet sttt sttt enen 206
RELEICIICES ..ttt ettt bbbt b et b et e sttt ettt neebenen 207
16. The CAP implementation in Wallonia — today performance and questions for the future —
A brief supplementary comment from Warmia and Mazury perspective.........c..cceeevvcnnencne 209
PhD Philippe Burny, PhD Benon Gazinski
16.1. INEEOAUCTION ...ttt ettt ettt e eseenen 209
16.2. Implementation of the green payment in Wallonia in 2015 ........ccccooeiiiniinineneninene. 210
16.3. Organic farming in Wallonia..........cccoueeiiniiiiniieiiiceee ettt 215
16.4. Organic farming in Warmia and Mazury ..........ccccecererinieieneseeceeeese e 218
16.5. Questions fOr the fUUIE ..........ccueeiiiiieiceec et 220
16.6. Summary and CONCIUSIONS .......c.verieriirieeieieie ettt se e nsenseeseeseens 220
RETEICIICES ...ttt bbbt b et et b ettt sttt b et 221
17. Afforestation of agricultural land financed from the RDP 2014-2020...........ccoecvenenee 224
PhD Marek Zielinski
17.1. INEEOAUCTION ...ttt ettt nen 224

17.2. Natural farming conditions in Poland in regional terms.............ecoeeeereriererrinienneneeene. 225



17.3. The impact of natural farming conditions in Poland on the economic situation

and the possibility of afforestation on farms ............ccceciririiiirineeeeee e 227
17.4. Land afforestation financed from the RDP 2014-2020 in regional terms ............c......... 228
17.5. Importance of land afforestations financed under the RDP 2014-2020 in the EU climate
POLCY O 2021-2030. ...cuiiiieieiiieieieieeetete ettt ettt s e s et s s s s s e s s st s ereneas 230
17.6. Summary and CONCIUSIONS .......c.veriereieiieieieee ettt ene e neeeee 232
RETEICIICES ...ttt b ettt ettt sttt 233
18. The scale and conditions of deagrarianisation in Poland............c.ccccoecveviiiieniiinniee 235
PhD Michat Dudek, PhD Bozena Karwat-Wozniak
18.1. INEEOAUCTION ...ttt 235
18.2. The conditions of the decrease in employment in agriculture..............cecveveerereereriennne 236
18.3. The change in the scale of employment in agriculture in Poland and its conditions....... 238
18.4. The instruments of the Cohesion Policy and agriculture and rural development of the EU
policy and employment deagrarianisation in Poland............cccooiririiiiinininiecceeeeen 240
18.5. Summary and CONCIUSIONS .......c.vevuereiieieiieierie ettt se s enseseseeeneenes 244
RELEICIICES ...ttt b bbbt et b ettt sttt naene b nen 245

19. Socio-economic and environmental parameters and results of rural development under
the CAP: the case of BUIZaria ...........cccoiveiiiiiiiiiiiiiicicieecee e 247
Prof.dr.hab. Julia Doitchinova, Prof.dr.hab. Ivan Kanchev, Ass.Prof. Ralitsa Terziyska PhD,
Ass.Prof. Kristina Todorova PhD

19.1. INErOQUCTION ... 247
19.2. Changes in Bulgarian rural areas — socio-economic and environmental aspects............... 248
19.3. Types of agricultural holdings and rural development.............ccoceveerenenininenncnenene. 253
19.4. Summary and CONCIUSIONS ......c..oveuiirieiiirieieiieetec ettt 258
RETEICIICES ...ttt ettt ettt ettt et b bt s e b et e st e s et e st et e et eneebenaeneesenan 259
Instead 0f @ SUMMATY .....oiuiiiiiiiiiieieee ettt sttt st be et enee b e e e enee 260

Annex |



18.The scale and conditions of deagrarianisation in Poland

PhD Michat Dudek, PhD Bozena Karwat-Wozniak,
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Abstract

Deagrarianisation constitutes one of the regularities of the economic develop-
ment. This phenomenon is becoming increasingly apparent also in Poland and
manifests itself in, for instance, the decline in the importance of the agricultural
sector as a type of occupation. However, the Polish economy is still character-
ized by high agricultural employment, which determines the low labour produc-
tivity in this sector and results in its weak adaptation to the functioning in the
conditions of competition. Further changes in agriculture are subject to the la-
bour outflow to other sectors. This process is one of the objectives of the Polish
labour market policy. The paper examines the scale of deagrarianisation of em-
ployment and its exogenous and endogenous conditions in the Polish economy.
The effects of the support of labour outflow from the agriculture, which had
been implemented through the Cohesion Policy as well as the RDP in the years
between 2007 and 2015, were also assessed. According to the research results,
the process of deagrarianisation of employment is continuous and sustainable. It
was determined by many various factors, which can be divided into two groups:
internal — pushing the labour force out of agricuture (supply), and external —
identifying the needs for employment outside agriculture (demand). As the anal-
ysis of ways and effects of the impact of projects financed from the EU funds on
changes in agricultural labour resources proves that these initiatives contributed
to the growth in non-agricultural employment, at different levels of effectiveness
and sustainability of support depending on the type of allocation.

Keywords: deagrarianisation, employment, conditions of deagrarianisation, Co-
hesion Policy, RDP

JEL codes: J21, J23, J43

18.1. Introduction

Presently, the regularity of the economic development is the progressive de-
agrarianisation of the economies of individual countries [Timmer, 1988]. This phe-
nomenon was increasingly observable also in Poland, and expressed itself in con-
stantly decreasing number of people employed in agriculture. However, despite
a clear downtrend trend, the Polish economy, compared to other European countries,
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was characterized by one of the highest employment rates in this sector*’. A large
number of people working in the domestic agriculture led to the adverse relations
between the labour resources and the resources of land and capital. Consequently,
this situation determined generally low work productivity [Baer-Nawrocka and
Poczta, 2016]. As a result, the Polish agriculture was still poorly adapted to the
functioning in the conditions of global competition [Zigtara, 2014], and further ef-
fectiveness-oriented changes of agricultural structures were determined by the pace
of the agricultural labour outflow to other segments of the economy [Sikorska,
2013; Karwat-Wozniak, 2016]. The increase in employment in services and the
limitation of hidden unemployment on farms had long been one of the objectives of
the Polish labour market policy [Krajowa Strategia..., 2005; NSRO, 2007]. To-
gether with the accession to the EU, the catalogue of public intervention tools aim-
ing at supporting the implementation of this task has broadened®.

The aim of the paper was to analyse the current changes in the scale of ag-
ricultural employment in Poland, particularly in the family farming sector. The
endogenous and exogenous conditions of deagrarianisation of labour were also
outlined and the impact of the EU Cohesion Policy instruments and the agricul-
tural and rural development policy (Rural Development Programme for 2007-
2013, hereinafter RDP 2007-2013) on changes in the allocation of rural labour
resources was determined. The paper uses the primary data gathered by the offi-
cial statistics (GUS, Eurostat) as well as the results of panel surveys conducted
by IERiGZ-PIB (Institute of Agricultural and Food Economics-National Re-
search Institute). The paper was supplemented by the analysis of secondary data
including information on the implementation of national and regional operation-
al programmes as well as RDP 2007-2013, studies commissioned by the gov-
ernment and self-government administration, as well as the relevant literature.
The period covered by the observation concerned the period between 2007 and
2015 and partly earlier and later periods®.

18.2. The conditions of the decrease in employment in agriculture

The process of deagrarianisation, that is the decrease in the role of agricul-
ture in the economy, is visible in many aspects: socio-economic, cultural, organ-
ic, manufacturing, legal and institutional [Roszkowski, 2009; Halamska, 2011;
Wojewodzic, 2017]. Within the economic dimension, what is often analysed is

* According to the Eurostat, in 2016 the share of persons working in agriculture it total working population
amounted to 10.6%, while this rate for the EU-28 constituted 4.5%. Higher employment rate in this sector was
noted in Romania (24.0%), Bulgaria (18.0%) and Greece (11.3%) was noted [European Commission, 2017].

* The data concerning agriculture involve also forestry, hunting and — since 2008 — fishing.

* This was done due to the fact that, within the frames of the financial perspective of 2007-2013, the projects
supported from the EU funds were implemented in Poland in accordance with the n+2 rule until the end of 2015.
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the decrease in the significance of agriculture as a type of occupation on the
macro-scale, which is referred to as the deagrarianisation of employment. The
deagrarianisation of employment entails numeruous consequences and results or
a number of reasons. Those factors can be generally divided into the exogenous,
which are outside the agricultural sector, and endogenous, which relate to this
area of economic activity (Figure 1). The first of the mentioned groups of de-
terminants includes e.g.: the pace of economic growth, the level of entrepreneur-
ship, the demand for work in the economy, demografic trends, legal and institu-
tional issues.

Figure 1. The conditions of decrease in employment in agriculture

& .
EXOGENOUS ENDOGENOUS
economicgrowth concentration of production factors

commercialisation and specialisation

entrepreneurship e
of farms

labourdemand farm mechanisation

demographic processes migrations

demographic processes

institutional and legal factors
characteristics of labour resources

A &
Source: own elaboration.

In modern economies, the force absorbing the labour recources from agri-
culture is the significant creation of value added and the employment in the ser-
vice sector of the economy, which is accompanied by establishing and liquidat-
ing non-agricultural economic entities. At the same time, in the conditions of
demografic ageing of populations, the competition on workers increases. As
aresult, those branches which offer better-paid jobs at better conditions are re-
warded. The shape of legal and institutional solutions in the scope of social in-
surance, the taxation as well as the support of the professional activity affecting
the working conditions in particular sectors of the ecoomy is also significant for
the allocation of the labour force.
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Among the endogenous determinants affecting the proccess of deagrari-
anisation, the important issues are: the level of concentration of means of pro-
duction, commercialization and specialization of farms as well as the mechani-
zation of works. Those phenomena of various intensities are effects of the esca-
lating competition among the agricultural producers, which generates the pres-
sure to increase the effectiveness of production. It is connected to the declining
demand for labour force, which is determined by social and demographic char-
acteristics of the rural population and its tendency for the occupational mobility.
Those numerous external and internal premises of deagrarianisation accumulate
increasing the pace of this proccess or work in opposite directions (often neutral-
ising their influence), which results in the further persistence of the significance
of agriculture in employment.

18.3. The change in the scale of employment in agriculture in Poland and
its conditions

In 2005-2016, the decrease in the significance of the acricultural sector in
the employment of working people working in the Polish economy was ob-
served. This proccess was expressed in both relative and absolute terms. The
share of people working in agriculture in the analysed time interval decreased
from 17.4% to 10.5% (Figure 2). The number of people working in this sector
decreased, in turn, by 31%. This changes resulted mainly from the decrease in
the number of people working in the family farming, which decreased by ca.
33%. Even though the scale of changes in the allocation of labour could be con-
sidered as significant, still it was one of the highest in Europe (twice as high as
the average for all EU Member States and four times higher than in the so-called
old Member States). In the analysed period, the role of agriculture as the area of
occupational activity of rural population was also changing. Even though the
rural inhibitants still dominate among those working in agriculture, they worked
in this sector less frequently. In 2009-2016, the percentage of Polish rural inhab-
itants employed in agriculture decreased from 32% to less than 25%.

The described changes in the scale of deagrarianisation of employment of
the domestic economy were related to the favourable macroeconomic factors.
The significant growth of the gross domestic product could be observed in Po-
land"’. However, the dynamics of those changes in particular years varied. Nev-
ertheless, in each analysed year, the real increases in GDP, expressed in both
current prices (by at least 1.7%) and in constant prices (by at least 1.4%), was
noted. The growth in production created the demand for work, especially in non-

7 In 2016, in Poland, the level of GDP in the current prices amounted to 1.8 trillion and was over twice as high as in
2005. During this period, the GDP of current prices increased by almost 50%, that is by 1.47% each year on average.
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-agricultural branches, both in respect to the urban and rural population. In the
analysed time span, this phenomenon was reflected in the changes that were re-
ported in the values of the employment and unemployment rates. Since 2005 to
the third quarter of 2017, the employment rate increased by 7% in the case of
rural population and by 10% in the case of urban population. In consequence,
the level of employment of the rural and urban inhabitants was similar and
amounted to over 54%. The unemployment rate, in turn, was decreasing and
reached the same level for both urban and rural populations (5%). At the same
time, the increase in the number of job offers reported by enterpreneurs was ob-
served. In the third quarter of 2017, this number amounted to almost 450 thou-
sand and was over twice as high as in the corresponding period in 2012.

Figure 2. The people working®* in the agricultural sector** and family farming
in Poland in 2005-2016 (%)
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* Annual averages — arithmetic mean of quarterly data, the total of working people in Poland =
100. **Agriculture, hunting, fishery and fishing.
Source: based on GUS, LFS.
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The decreased allocation of the labour factor in agriculture was also influ-
enced by demographic determinants. The processes of population ageing were
becoming visible in rural areas. These trends were accelerated, as evidenced by
the increasing median age. In the case of urban inhabitants, it amounted to 41
years and increased within the last period (2010-2016) by ca. 5%. The median
age of rural inhabitants in 2016 amounted to 38 years and was higher by 6%
compared to 2010. However, the rural population was still demographically
younger than the urban population, which is also indicated by the structure of
population according to the economic age groups. In 2016, about 20% of the
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rural residents were people in pre-working age, and 17% — in the post-working
age. In the case of the rural population, these proportions were reversed. The
demographic forecasts developed by GUS showed that the aging process of the
population will continue. The number of people in the post-working age will
increase. In 2040, the share of this group will constitute over 25%. The group of
people in the pre-working age will decrease, which means that smaller number
of people will enter the labour market. The ageing of the population will also
create new vacancies, e.g. for nursing services.

Among the endogenous factors of deagrarianisation of employment in the
economy, relatively dynamic concentration processes, especially of the agricul-
tural land, should be emphasized. The majority of the resources of agricultural
land were in the group of large farms (over 50 ha of UAA) and amounted to
32% of the total. However, still relatively large part of land was owned by small
agricultural holdings, which — due to their small area — are considered as non-
developing (about 13% of land was used by farms with the area of up to 5 ha,
which constituted more than a half of all farms in Poland). When it comes to the
EU Member States, with which — due to the structure of agricultural commercial
production — the Polish agriculture competes, the share of agricultural land
owned by the farms with the area of 50 ha and higher amounted to 80-90%. To-
gether with the concentration proccesses of land, the investment expenditures on
the fixed assets in agriculture were increasing. In 2015 this expenditures in con-
stant prices were higher by 50% compared to 2010, and by 80% compared to
2005. On average, approximately one third in those investments were aimed at
the mechanization of works, which led to the growth of the capital-labour ratio.
From the point of view of the demand for labour force, the comprehensive
mechanisation of all phases of the production process is important. Based on
surveys conducted by IERiIGZ-PIB, the scale of comprehensive mechanisation
was assessed. The number of farms with complex mechanisation increased up to
20%. This process was visible particularly in the group of commercial farms,
regardless of the production profile.

18.4. The instruments of the Cohesion Policy and agriculture and rural
development of the EU policy and employment deagrarianisation
in Poland

In 2007-2015, the Cohesion Policy and the agriculture and rural develop-
ment policy contributed to the deagrarianisation of employment in the Polish
economy. It should be noted that both types of public intervention that were
mentioned had directly or indirectly articulated aim in the form of decreasing the
role of this sector as a place of employment, and the scale of financial resources
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engaged in their implementation was relatively significant™. The activities ori-
ented at the increase in the non-agricultural occupational activity were an im-
portant element of the EU policy appointed by the Lisbon Strategy and CAP’s
objectives. They concerned the creation of a competitive and knowledge-based
economy, providing jobs as well as the economic, social and spatial cohesion.
The shape of domestic systems of implementation of the Cohesion Policy
and the agricultural and rural development policy were the reflection of the as-
sumptions and rules of the support shaped at the EU level. The Cohesion Policy
financed by the European Regional Development Fund (ERDF), the Cohesion
Fund (CF) and the European Social Fund (ESF) were implemented in Poland
primarily through five nationwide programmes (Operational Programme: Infra-
structure and Environment — OP I&E, Innovative Economy — OP IE, Human
Capital — OP HC, Development of Eastern Poland — OP DEP, Technical Assis-
stance — OP TA, which covered 74% of the financial funds allocated to Poland
by the EU) as well as sixteen regional operational programmes (ROPs, 25% of
total allocation)®. A part of the total envelope of EUR 85.6 billion (EUR 67.3
billion came from the EU budget, EUR 11.9 billion from national public funds,
and EUR 6.4 billion from private sector) were allocated for the projects related,
among others, to the promotion of entrepreneurship, trainings, occupational ex-
tension and retraining. These actions had to contribute to the equalization of op-
portunities for development and supporting the structural changes in the coun-
tryside, as well as to the growth of its non-agricultural functions. The diversifi-
cation and development of the rural economy in the direction of non-agricultural
functions and the employment promotion among rural residents in Poland were
also supported by the CAP funds coming from the European Agricultural Fund
for Rural Development (EAFRD), provided for the implementation of RDP
2007-2013 [Regulation No. 1698/2005 2005, RDP 2007-2013]. The total budget
of this programme in the country amounted to over EUR 25 billion, and it was
planned that less than EUR 3 billion of this sum (that is 12% of the total budget
of the Programme) would be allocated to instruments directly aimed at increas-
ing of the non-agricultural employment and entrepreneurship™. These funds
were available mainly as part of the RDP 2007-2013 measures of the third and

* It is estimated that, within the entire programming period, PLN 109 billion were allocated to the interventions
undertaken within the framework of structural funds and the CF, the purpose of which was to generate the em-
ployment effects. This money constituted 44% of the EU total allocation in projects [ Wplyw realizacji..., 2016].
For the implementation of the RDP 2007-2013 PLN 4.3 billion (i.e. about 6% of total public budget of the RDP)
were allocated to the projects linked with the support and promotion of non-agricultural occupational activity of
rural population.

1% of all EU funds allocated to Poland in the programming period from 2007 to 2013 were devoted for the
financing of the European Territorial Cooperation Programmes.

%% Due to the problems in implementing the measure no. 312 of the RDP 2007-2013, the final allocation was
almost halved [Ocena wptywu..., 2016].
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fourth axes, i.e. Diversification into non-agricultural activity, The establishment
and development of micro-enterprises and The Implementation of the Local De-
velopment Strategies (measures no. 311, 312 and 413).

Both in relation to the Cohesion Policy and the RDP 2007-2015, the im-
pact of public intervention on the deagrarianisation of employment in Poland
was indirect (the overall impact of programmes on the demand for work of non-
-agricultural entities) and direct (effects of instruments strictly focused on sup-
porting workers’ moving away from agriculture and establishing new jobs out-
side this sector). In the case of the Cohesion Policy, in the entire programming
period, the total number of jobs created as a result of this policy was estimated at
173-282 thousand of jobs, which translated into about 190 thousand jobs ex-
pressed in full-time equivalent. This growth was mainly determined by ROPs,
but also by the OP IE and the OP HC®' [Wplyw realizacji..., 2016]. It is esti-
mated that, out of the total number of jobs established as a result of the interven-
tion of European funds, approximately 30% were created in rural areas and in
towns of up to 5 thousand inhabitants [Wptyw realizacji..., 2016]. New jobs
were created mostly in the construction and in services sectors, as well as — but
to a lesser extent — in the industry. It is worth noting that the Cohesion Policy’s
intervention in Poland did not contribute to the growth of the employment in
agriculture, what proves its clear deagrarianisation effect (Table 1). However, it
should be mentioned that a relatively high proportion of new jobs was created
strictly to implement the EU-funded projects [ Wptyw realizacji..., 2016].

Within the Cohesion Policy, the projects directly related to the increase of
rural, non-agricultural employment were implemented by the instruments of the
ESF funds as a part of OP HC, OP DEP and ROP (self-employment, promoting
employment, entrepreneurship, business creation)’>. One of such forms of the
improvement in the case of employment and in the labour market was the sup-
port for setting up a business available in the OP HC [Badanie skutecznosci. ..,
2013]. This support allowed to establish 247.7 thousand businesses [Sprawoz-
danie koncowe..., 2017]. It is estimated that about 99.7 thousand of these com-
panies were established in rural areas [Badanie skutecznosci..., 2013, Sprawoz-
danie koncowe..., 2017].

3! The majority of full-time jobs’ equivalents were established at the beneficiaries as a result of implementation
of the ROP (98 thousand). In this regard, a smaller contribution was noted for OP IE (around 52 thousand of
EPC) and OP HC (around 35 thousand of the EPC). Relatively small impact in the case of the OP DEP (4 thou-
sand) was observed.

>2 In the entire programming period, 583.6 thousad of rural residents participated in the projects aimed at the
employment growth within the framework of the OP HC Priority VI Labour Market Open to Everyone. Six
months after the completion of the participation in these projects, 76% of the participants from these areas were
employed [Sprawozdanie koncowe..., 2017].
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Table 1. Selected programmes as well as instruments of the EU Cohesion Policy
and CAP supporting the deagrarianisation of employment in Poland, 2007-2015

. the number of created jobs” impact on agricultural
Details (thousands) employment
OP HC"” 34.5 -
OP DEP 4.1 -
OP I&E 52 -
OP IE 51.7 -
ROP 97.5 -
Measure 311 of RDP 2007-2013 13.8 +/-
Measure 312 of RDP 2007-2013 24.0 +
Measure 413 of RDP 2007-2013 1.9 +/-

* In the case of the programmes financed by the ERDF and the ESF, the number of jobs was
expressed as the equivalent of full-time jobs. The estimates did not include the effects of the
OP TA. ** In addition, it is estimated that as a result of the support offered within the OP HC
Priority VI concerning starting up a business, 250 thousand new jobs were created.

Source: own elaboration based on [Sprawozdanie... 2015, Wplyw realizacji... 2016,
Sprawozdanie koncowe... 2017].

Regarding the overall impact of the RDP 2007-2013 on employment,
within the entire programming period, the average annual increase of 41 thou-
sand jobs was reported. In absolute terms, it covered all sectors of the economy
[Zaleski, 2015]. The impact of the Programme on the increase in the share in the
structure of employees working in the services sector and construction sector
was noted, which, at the same time, translated in this respect into a relative de-
cline in the importance of agriculture. However, it should be assumed that the
overall deagrarianisation effect of the RDP 2007-2013 was limited by direct
payments and other support provided within CAP, which may have caused
a part of the rural population to remain in the sector [Olper et al., 2014].

The RDP measures, directly supporting the increase in the non-
-agricultural employment, in the entire programming period, contributed to the
creation of 37.9 thousand of new jobs. In this respect, the relatively largest ef-
fects were associated with poviding the support in order to run or develop a non-
-agricultural business (Measure 312). Thanks to the received subsidy, over 14.5
thousand projects were covered by the support (funds were mostly allocated to
rural businesses established before founding), as a result of which 24 thousand
non-agricultural jobs were created [Sprawozdanie..., 2015]. These were mainly
jobs related to the provision of services (construction and installation, agricul-
tural, tourism, recreation and sports services). Low effectiveness and sustainabil-
ity of the support, as well as the limited impact on non-agricultural employment
characterised, in turn, the Programme measures associated with the diversifica-
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tion of agricultural activity™ and the implementation of the Local Development
Strategies™* (Measures 311 and 413). The financial support was usually used for
development of traditional forms of farming activity, which was not conducive
to outflow of employees from agriculture [Ocena wptywu..., 2016].

18.5. Summary and conclusions

In 2005-2016 the process of deagrarianisation of employment in the Polish
economy was observed. The employment rate in domestic agriculture decreased
from 17.5 to 10.5%. As a consequence, the level of agricultural employment ob-
served in Poland reached the maximum value which is considered for highly de-
veloped economies. It should be noted that exogenous factors associated with the
increase in the global production and the increase in the demand for jobs in non-
-agricultural sectors were of essential significance for this process. The favourable
economic situation was accompanied by demographic and social trends that con-
tributed to shrinking of the agricultural labour resources. At the same time, deter-
minants inherent in this sector turned out to be significant for the outflow of em-
ployees. In particular, they concerned gradual concentration of agricultural land,
improvement of the level and complexity of production mechanization, as well as
the increase in the production specialization. These changes resulted in a decrease
in the demand for labour force, mainly in family farms.

Instruments of the EU Cohesion Policy and the CAP contributed to the in-
crease in non-agricultural employment of rural population. In 2007-2015 in Po-
land, according to various estimates, the number of 213-495 thousand of new
non-agricultural jobs were created thanks to these interventions. These numbers
could be supplemented by 250 thousand jobs resulting from the actions support-
ing the sturt-ups’ creation. However, it should be taken into account that the re-
sults, effectiveness and sustainability of individual projects varied depending on
the subject of allocation. Many of the induced employment effects were expen-
sive, unsustainable and unnecessarily involving public funds. It should be ex-
pected that the deagrarianisation trends in Poland, which are decribed in the text,
will persist in the coming years. Regardless of the significance of the instru-
ments of public policy aimed at increasing non-agricultural employment in the

>3 As a part of diversification into non-agricultural activity, 15.3 thousand people received support and they im-
plemented 15.7 thousand projects. They were allocated to the activity consisting in offering services for agricul-
tural holdings and forestry (10.9 thousand projects, which constituted 70% of all operations under the Measure
311). The research carried out among the beneficiaries indicated that 13.8 thousand jobs outside agriculture were
created thanks to the received subsidies, 11.9 thousand of which were of permanent full-time positions
[Sprawozdanie..., 2015].

>* Within the LEADER approach, 1.8 thousand people associated with farms and running additional economic
activity (in more than a half of the cases in the form of services for agriculture and forestry) and 1.4 thousand
projects undertaken by the new and existing non-agricultural economic entities were supported. With the support
of the EAFRD, 1938 new jobs were created [Sprawozdanie..., 2015].
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future, the pace of the economic development and the scale of demand for la-
bour created by services sector will be crucial for the continuation of the struc-
tural changes in the Polish agriculture. In coming years, the latter should be
stimulated mainly by demographic trends, particularly population aging.
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