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PREFACE 

In September 1992, at the request of the Government of Poland (GOP), the U.S. Agency for
International Developmem entered into a contract with Development Alternatives, Inc. (DAI) to 
implement the Poland S. iall Business Project. The project is a component of the worldwide USAID
funded Growth and Equity througi Microenterprise Investment and Institutions (GEMINI) Project 
managed by DAI. 

The purpose of the Polamd Small Business Project is to provide advisory assistance to the GOP 
to create and reform government policy to stimulate private sector formation and investment in small- and 
medium-scale enterprises (SMEs). GEMINI advisors work closely with and through the Cabinet Office 
of the Minister for Small Business Promotion in carrying out subsector research and analyses of the 
policy and investment constraints and opportunities affecting viable SME formation and expansion in 
Poland. 

GE'MINI advisors also work closeiy with private sector organizations and firms throughout Poland 
to identify constructive policy, legislative, and regulatory reform initiatives to be addressed by the GOP,
and create a policy formation process in government that includes input and feedback from the emerging
Polish private sector. The long-term objective of the project is to facilitate a sustainable environment for 
SME development. GEMINI pursues the acnievement of this objective by fostering a partnership of 
shared risks and benefits between the GOP and the private sector to transform the former command 
economy of Poland into a private sector driven, competitive market economy. 

This report on the agroindustry sector of Poland is one of several GEMINI assessments of 
subsectors of the economy analyzed from an SME perspective. This rep,;,t presents findings,
conclusions, and reconimendations on agroindustry development for consideration and action by the GOP,
the private sector, financial institutions, technical assistance agencies and douor organizations. 

This assessment focuses primarily on the role of and opportunities for SME agribusiness
formation and investment within the scope of restructuring specific agricultural commodity systems.
Market development, agricultural policy, technical assistance, privatization, and investment constraints 
are identified, and action recommendations are presented to remove the barriers that impede the 
development of the agribusiness sector. 

The most salient outcome of this assessment is the immediate opportunity for the GOP and the
Polish and foreign private sector agribusiness community to pursue the restructuring and development
of the oilseed sector in western and northwestern Poland. With modest policy reform effort and 
concerted action by government ministries and agencies, more than one million hectares of underuti!ized 
land can be returned to production, many state farms and oilseed processing plants can be viably
privatized, and thousands of rural agricultural jobs can be saved and created. The scope for SME 
formation and expansion in this sector is indeed significant. 

The challenge to government and the private sector is to seize the clear opportunity to upgrade
and integrate the oilseed sector to produce high value-added edible oil for export, and to supply animal 
feed material to the domestic market. The experience gained by targeting integrated private sector 
agribusiness formation and investment will also demonstrate the potential for sound agricultural sector 
policy formation associated with technology transfer, technical assistance, and venture capital investment 
promotion in response to market-driven opportunities. The SME agribusiness sector will be the largest
beneficiary in this process, given the demand for farm and processing plant input supplies and services. 
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Chapters Four through Seven of this report outline the potential scope for the development of the oilseed 
sector. 

This target of opportunity will require uncommon cooperhtion between central government
ministries and agencies and their voivod (provincial) and gmina (city) counterparts. Traditional 
administrative practices and political turf issues that bureaucratically impede internal government
cooperation to achieve ecoaomically viable objectives are simply too costiy to be continued. The national 
and local socioeconomic interest of Poland is the only sensible basis on which policy formation and direct 
government and private sector cooperation should be fostered and sustained. Internal government 
cooperation in the policy arena is essential to maximize Poland's comparative advantage and access to 
high value export markets such as edible oil. 

Preparing a report of this magnitude requires considerable time, cooperation, and input from 
many people, companies, and institutions. Our sincere appreciation is offered to those named in Annex 
A of this report for their generous contribution to our field research process. The candid 
recommendations, information, and data provided by them is the empirical foundation on which this 
report is based. 

We are especially grateful to Theresa Olko for her valuable input on state farms and the 
privatization process, and for recommending key persons contacted in the course of ihe GEMINI team's 
field reszarch. Input and referrals provided by Wayne Halverson, Technoserve, Inc., and Mary Roberts 
Scott, Tom Rulland, and David Franzblau, Peace Corps, were also most helpful. 

The field research effort was very ably directed by Debra Wahlberg. Her insight, tenacity, and 
ability to motivate her research team to accomplish the objectives of the assessment, and participate with 
them in many meetings throughout Poland, is largely the reason this assessment was effectively 
completed. Ms. Wahlberg also wrote and edited much of this report. The excellent subreports and field 
research notes of Tadeusz Peczek, Miroslaw Zielinski, Konrad Hryciuk, Gene Miller, Gary Kilmer, and 
Carol Finnegan are integrated within its scope, in accord with the research design and methodology.
Their research and analysis contributed significantly to the findings presented in this report and the 
recommendations offered. 

Special thanks is also offered to DAI's GEMINI/Poland support staff for their untiring efforts o 
organize and participate in the field research effort and in the preparation of this report. They include 
Magda Wajda and Jerzy Zielinski, field research assistants and translators, and Malgorzata Kulminska, 
responsible for logistic support and travel arrangements and word processing services. 

Last but not least are our U.S.-based colleagues at DAI headquarters in Bethesda, and 
A.I.D./Washington, who provided timely and effective support to implement this assessment. Matthew 
Gamser, Corinne Rothblum, and Wes Baker at DAI and Elizabeth Rhyne and Jack Slattery at A.I.D. 
were significant participants in this endeavor. 

George L. Metcalfe 
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EXECUTIVE SUMMARY 

PURPOSE AND OBJECTVES OF THE ASSESSMENT 

The purpose of this assessment under the Growth and Equity through Microenterprise Investments
and Institutions (GEMINI) Project is to identify the constraints to and opportunities for increased small
and medium enterprise (SME) investment and participation in the agroindustry sector irn ThePoland. 
objectives of the analysis of the sector are to: 

* Examine the legal, regulatory, and economic factors and civil administrative procedures that 
positively and negatively affect the development and operation of small and medium 
agribusinesses; 

* Document the major empirical research findings and results of analysis affecting agribusiness 
formation and investment; and 

* Present conclusions and recommendations that focus on the ways and means to increase 
private sector participation and expansion in the agroindustry sector. 

This report presents solid opportunities for state-owned enterprise (SOE) transformation and SME 
agribusiness formation and investment promotion, coupled with effective local and foreign advisory
services and agroindustry-promotion interventions. The opportunities identified, however, require and 
warrant a positive and comprehensive policy framework and action plan to foster and sustain competitive
market development driven by viable and expanding private sector agribusinesses. The potential benefits
of pragmatic policy formation and action are illustrated in Chapters Four through Seven of this report,
which focus on an analysis of the oilseed commodity system in Poland. 

The analysis of the oilseed sector demonstrates that constraints and opportunities within the
agribusiness sector can be clearly delineated and addressed by the Government of Poland (GOP), donors,
private sector firms, and SOEs. A commodity systems approach to agribusiness provides a basis to
identify viable market development opportuniti.s and business linkages to be established among input
suppliers, growers, processors, and distributors of high value-added prodacts and services. 

Such analysis is essential to guide policy formation and related legislative, regulatory, and
administrative change initiatives. As the assessment of the oilseed sector confirms, there is a clear need 
to integrate policy making with investment promotion programs and market research activities of 
government to stimulate agribusiness formation and private sector investment. At the present time,
however, agroindustry research and analysis is largely nonexistent in Poland. Thus the GOP and donors 
may find the results of this analysis instructive with respect to fostering more integrated and business
oriented agticultural sector research within the scope of their SME technical assistance and financing 
programs. 
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MAJOR FINDINGS 

The agroindustry sector isdominated by state ownership, management, and control of the factors 
of production, including processing and marketing enterprises, raw material suppliers, and credit 
institutions t-at finance agribusiness activities. No cohesive government policy exists to transform the 
agricultural sector based en commodity market realities and private sector investment requirements. 

SME agribusinesses exist but are not organized to pursue pragmatic business integration,
investment, and expansion initiatives. Thus there is significant need and opportunity to develop private 
sector organizations in agroindustry to identify new food and fiber markets, create linkages between 
SMEs and SOEs and state farms targeted for privatization. In addition, significant scope exists to 
increase investment in agribusiness by promoting joint venture formation between Polish entrepreneurs 
and Polish and foreign agribusiness companies. Foreign partners represent the most immediate access 
to international commodity markets, efficient agribusiness technologies and systems, and sound 
agribusiness management practices. The absence of government policy based on commodity systems
research largely precludes ircrcased agribusiness formation and private sector investment at this time in 
Poland. 

The dearth of private sector organizations in agroindustry results in little or no input from SMEs 
to the government to foster positive policy formation, simplified regulations and competitive tax 
incentives conducive to SME agribusiness formation and expansion. GOP policy and support initiatives 
focus primarily on price supports and commodity trade control from a farm producer and food security
viewpoint, in addition to sustaining or attempting to privatize economically weak state farms and SOE 
agribusiness companies in a slow and costly legalistic and bureaucratic manner. Only limited analysis 
of market development and private sector agribusiness investment opportunities are currently undertaken 
by the government. Indeed it is difficult to clearly identify governmental responsibility for and interest 
in the agroindustry sector. The agricultural economy is largely viewed to be a farm production matter 
exclusive of agribusiness -ctivities. 

The GOP, through a variety of ministries, statutory bodies, and SOEs, competes directly with 
the private sector in agroindustry markets, while simultaneously creating disincentives and sustaining 
regulatory and bureaucratic practices that diminish SME participation in commodity sectors. This is 
especially true in the areas of domestic and export commodity trading, and provision for effective 
business advisory and financing services. 

The GOP must refocus agricultural policy to address pricing that is market demand driven and 
investment promotion policies to stimulate private sector agribusiness expansion based on input and output 
contractual linkages with farm producers. Current farm production support policies and state 
interventions in the marketplace seriously impede the growth of a viable and dynamic agroindustry sector. 
Increasingly significant social and economic costs will be the result of sustaining these policies and market 
interventions. These costs are exemplified by rapidly increasing rural unemployment, underutilized land 
and physical plant assets, loss of tax revenue, export of low value-added commodities, increased 
importation of processed agricultural products, and decreasing private investment in the agricultural 
sector. 

Privatization of SOEs and state farms continues to be viewed to be the foundation on which 
efficient private sector agribusiness will b,. built. Although privatization may enable SMEs to increase 
their market access and help create linkages between SMEs and larger-scale agribusinesses, privatization 
in itself will not result in significant new private sector investment, SME formation, and rural 



employment in the agroindustry sector. This report confirms that removing market distortions caused 
by price and commodity trade controls will stimulate greater private sector agribusiness formation,
employment, and investment than is possible by continuing to focus primarily on privatizazion as the key
mechanism for agricultural sector restructuring. 

The GOP currently perceives the sector in terms of ",- drain on the state treasury by SOE 
agribusinesses and state farms and the sector's diminishing ability to provide and sustain employment and 
supply low cost food and fiber products to the population. The GEMINI field team found lktle evidence 
that the agricultural sector, including agroindustry, is understood to be a potentially major sector of 
opportunity to help Poland viably enter the international market economy. 

In the medium term, Poland enjoys potentially significant comparative advantage in several 
agribusiness commodity sectors (edible oil, livestock feed, seed, and poultry and some fruit and orchard 
crops) if analyzed, integrated, and promoted in a sharply focused manner that is competitive and market 
driven. But policies and programs to make agriculture a key player in private sector business formation 
through agroindustry development is not being addressed as a vital component of Poland's economic 
restructuring. Sustained incentives and services for domestic and foreign investors, including venture 
capital investment and trade financing mechanisms and other nontraditional banking financial services, 
are vitally needed. 

Thus a viable agricultural investment prometion policy must include agroindustry development
in its scope to correct the current policy, regulatory, and civil administration constraints presented in this 
assessment. 

The key constraints identified include the following: 

* 	 Absence of a policy that recognizes and fosters private sector agribusiness formation and 
investment; 

" 	 Lack of focus on agricultural commodity systems research to identify and promote much
needed vertical and horizontal linkages between private sector and SOE agribusinesses and 
farm producers; 

" Lack of economic research programs and data focused on commodity markets, value-added 
processing, SME agribusiness distribution ond service opportunities to test and establish new 
and expanded domestic and international markets for Polish food and fiber products; 

* SOE and state farm privatization efforts based on achieving limited legal and administrative 
objectives to generate or save state revenue, rather than on economic analyses to identify and 
create viable private sector investment, production, and employment opportunities; 

* Inadequate provision for agribusiness-oriented technical assistance and financial services, 
dissemination of efficient technologies, firm-level financial and market planning, and 
management training; 

* 	 Inadequate investment incentives to stimulate risk-oriented agribusiness
capitalization and promotion of joint ventures among Polish entrepreneurs and 
Polish and foreign agribusiness firms; 



xiv 

" 	 Excessive and inefficient centralization of the policy implementation process, 
particularly in the area of privatization, with limited decision making authority 
being delegated to voivods and regional privatization offices; 

* 	 Continued fornation and expansion of state-owned businesses at the national, 
regional, and local levels, includir.g agribusiness processing, farm input supply, 
and distribution and trading companies that compete unfairly with the private 
agribusiness sector in capital, p~oduct, and service markcis; and 

* 	 Phvtosanitary and processed food and fiber standards and export regulations and 
pr "edures that do not reflect international market practices and standards, and 
whose enforcement unnecessarily increase the coss of agribusiness operations in 
addition to the costs of the GOP's administration of agricultural sector controls. 

TECHNICAL ASSISTANCE SUPPORT 

The international donor community and the government have channelled a significant amount of 
funding to create and support Small Business Advisory Centers (SBACs), and government-related
foundations and budgetary units that manage and assist these centers. Annex D to this report assesses 
SBACs. The work of one Polish SBAC assisted by Technoserve, Inc., an American private voluntary 
agency funded by USAID, is analyzed in depth to illustrate how SBACs can play a major role in 
agribusiness development in Poland. 

SBACs can provide important services to private businesses in the agroindustry sector by
upgrading the technical and management skills of local businesses and assisting them to raise capital and 
develop their markets. SBACs can also serve as important catalysts to effect formal collaboration 
between private businesses and local and regional governments regarding the policy and regulatory
constraints that agribusinesses encounter. Collaboration should also include efforts to organize and 
involve private sector organizations and advisory centers in regional and national policy formation and 
reform to more effectively foster competitive market development and promote private sector investment 
in the agroindustry sector. 

The GOP should take an inventory of services currently provided to the SME agroindustry sector 
that are financed by the donor community and by the state budget. To the extent possible, the 
government should advocate private sector firms and nongovernmental agencies providing business 
advisory services to SMEs, including the privatization of government-sponsored small business 
incubators. Business advisory services supported by donors should be assessed to determine if the quality 
of services offered are adequate and appropriate for the SME community served. Specialized prodtct 
and market development and technical services should be encouraged, in addition to mergers and 
for.nalized collaboration among many of the centers with limited staffs and funds in the same geographic 
location. The cost effectiveness and quality of services provided to SMEs would be enhanced by 
implementing these recommendations. 

An evaluation of government-funded agricultural research centers should be carried out to identify 
components of their work that should be privatized and commercialized. This includes certified and 
hybrid seed multiplication; soil testing; and the manufacturing of quality control, processing, and farm 
equipment. Government-funded research resulting in agribusiness products for private sector 
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manufacturing should command royalties being paid to the government to meet the ongoing costs of 
government-sponsored research. 

CONCLUSIONS 

Based on the analysis of the findings of the assessment, the following conclusions may be drawn: 

1. 	 The expansion of the SME agribusiness sector is iiueded by the lack of coherent government
policy that fosters competitive market development and promotes private sector investment. 
This is becauise of the continuation of legal, regulatory, and administrative systems and
practices established primarily to serve the objectives of a centrally planned economy. These
legal and bureaucratic traditions are at odds with, and no longer relevant to, the requirements
for the development and expansion of efficient private sector businesses in a competitive
market environment. Paramount among these are costly and ineffective food sectri'y policies
and government price controls and related commodity export market contro! ., and SOE 
interventions. 

2. 	 The absence of open communication and collaboration between the GOP and the agroindusty
private sector diminishes sound policy formation essential to the restructuring of the 
agricultural sector. This is in part because of the relatively few and poorly organized private;
sector agribusiness-oriented groups that currently exist, and their limited efforts to represert
private sector interests. The notion, however, that the government should seek input from
the private sector is a new concept for both the GOP and for the private sector. Until the
GOP and the private sector recognize and accept the need for private sector input to policy
formation, the GOP may continue to develop inappropriate supply-driven marketand 
intervention policies, without regard for the need to create an environment conducive to SME 
formation and investment. Thi3 relationship is especially important to generate the data
needed for sound economic analysis to guide policy formation, based on market and financial 
realities affecting the agroindustry and farming sectors. 

3. 	 The GOP tends to address constraints and opportunities in the economy through a
combination of taxation and subsidies that foster inefficient resource allocations. This is 
especially the case in the agricultural sector, focused as the government is on farm price
supports and direct and indirect subsidies favorable to SOEs, including the continued 
subsidized financing of SOE agribusinesses that includes privileged access to credit. There 
is little evidence of economic analyses being carried out on the impact of these policies and 
actions on private sector SME formation and investment. This narrowly fccused and often
arbitrary policy formation process -andrelated legi3lation, as well as government intervention 
i-,
the agricultural market, are the most serious barriers to agribusiness development in
Poland. In addition, the need for overall reform and simplification of Polish law to create 
an environment favorable to the private sector in general and the SME agribusiness sector
in particular remains a major issue to be addressed (see Annex E presented in Volume Two 
of this report) by the GOP. 

4. 	 The GOP inconsistently delegates policy implementation decisions to its regional
representatives. There is also a significant lack of positive interaction between central and 
local government offices. Policy is established at the center, and local representatives are 
directed to implement policy and enforce relevant regulations with little regard for the 
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administrative capacity to do so. The GOP has invested significant resources to train its local 
and regional government representatives. The central goverrinent should encourage them to 
be private sector advocates by providing feedback on the impact of policy on private 
businesses in their areas, and enable them to make input on policies affecting SMEs. A 
process should also be implemented to consider recommendations to modify central 
government policy and its implementation to enhance viable agricultural and agroindustry 
sector development in the highly diversified agricultural economy of Poland. 

5. 	The financial sector in Poland is often unable or frequently unwilling to provide debt and 
equity capital to the overwhelming majority of small and medium agribusinesses that require 
financing. High interest rates and collateral requirements are beyond the capability of most 
entrepreneurs. Donor-financed credit programs are largely unaccessible to most of the 
agroindustry SMEs because of minimum loan amounts and conditions, in addition to interest 
rates and collateral requirements. Nonbanking financial services are limited by legal 
constraints and the lack of financing mechianisms and instruments normally available to 
businesses in Europe and elsewhere. 

6. 	 D,.nor and GOP-supported technic,,' and financing assistance for SMEs is often provided 
without an evaluation of policy and regulatory constraints affecting SMEs. In addition, such 
assistance often targets depressed geographic areas. Much more assistance should be directed 
to SMEs operating in viable product and service markets irrespective of their geographic 
location. With respect to technical assistance, many cities have more than one SBAC 
providing similar services, with neither die donors nor the advisory centers being aware of 
the existence and capability of other SBACs. Specialization and collaboration between 
SBACs is not fostered to strengthen the quality of service offered to SMEs. The 
sustainability of SBACs is also a major issue, and many SBACs (and incubators) are and will 
remain dependent on GOP and donor support for the foreseeable future. 

7. 	 The government and private sector organizations should foster the creation of a regional or 
a national association of advisory centers to enable them to more effectively assist member 
SMEs and ultimately create a private sector-supported market for their services. Such 
associations should also be retained by the government to analyze market and economic 
conditions affecting SMEs. The results of such analyses could contribute to policy formation 
by identifying viable opportunities to promote investment in and the expansion of the SME 
sector.
 

RECOMMENDATIONS 

1. 	 GEMINI recommends that the issues referred to in the findings and conclusions of this report 
be addressed by the Minister for Small Business Promotion by establishing an SME 
agribusiness development task force to remove the constraints that impede the development 
of the agroindustry sector. The minister should also develop a positive and proactive SME 
agribusiness advocacy and promotion process in collaboration with the private sector and the 
Ministries of Agriculture, Industry and Trade, Pti-atization, Labor. and Social Welfare and 
other central and local government entities and the foreign assistance community concerned 
with the transformation of the agricultural sector. 

2. 	 Technical and economic research advisors should be provided on an ongoing basis to the 
Cabinet Office of the Minister to help establish and use the proposed SME agribusiness 
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development task force to establish agroindustry policy guidelines and action plans to 
stimulate SME agribusiness development. Such plans should be designed to remove the 
constraints and capitalize on opportunities, such as those presented in this report, based on 
systematic and sustained agroindustry and commodity systems research. 

3. 	 In collaboration with local and regional government representatives and members of the SME 
agribusiness sector, ongoing workshops should be convened by the minister and the SME 
agribusiness development task force throughout Poland to develop, explain, and implement
the policy, technical assistance, and agribusiness development plans resulting from 
agroindustry and commodity systems research and analyses, including the opportunities 
identified and proposed in this report. 



CHAPTER ONE 

INTRODUCTION 

AGROINDUSTRY IN POLAND 

Since Poland began its transition in 1989 from a command economy to a market economy, the 
agroindustrial sector has experienced major upheavals. Previously defined roles between state-owned 
processing and maiketing companies, which provided linkages between private and state farms,
cooperatives, and the consumer, are crumbling. A strong private sector has not yet emerged to fill the 
void left by the failing state-owned enterprise (SOE) sector, either in processing or in marketing. The 
Government of Poland (GOP) has not addressed the status of the cooperatives in the market economy 
that is, can the cooperatives privatize like other SOEs, or will the cooperatives have to liqtidate and 
forfeit a major portion of their assets to the government. The emerging private sector continues to 
operate in an ever-changing and uncertain policy environment, with little or no access to financial 
resources for investment. 

The GOP has adopted a "big is bad" policy in its privatization of the state farms. To rectify the 
political wrongs of the previous system, a significant effort is being made to redistribute the land in small 
parcels to as many private farmers as possible. Although politically palatable, this policy could bankiupt 
any hope Poland may have to compete effectively in the international marketplace in the fresh and value
added processed foods market, as it may be difficult to attain sufficient quantities of agricultural 
production oil an economically efficient scale. 

The GOP has a public policy of encouraging foreign investment. In practice, however, the 
obstacles an investor must overcome to begin operations - whether dealing with customs authorities who 
are unwilling to accept government duty exemptions provided to the investor, getting the necessary
approvals to purchase land (particularly if the investor is German), the ever-changing tax structure, an 
inadequate telecommunications network, or a banking system tha: at best is archaic - significantly deter 
outside investment. This *3particularly important because there a,-e a number of potential investment 
locations in Eastern Europ-, and a prospective investor will look for ti;! best deal. 

ASSESSMNT RATrONALE 

The importance of the agroindustrial sector to the national economy is evident. In 1990,
agroindustry contributed 17.6 percent to the GNP.' In the same year, agroindustry provided employment
for 29.8 percent of the population.2 Not included in any of the official figures is the significant number 
of people employed in agroindustry in the informal particularly insector, domestic and cross-border 
trade. In 1990, Poland relied on its own agricultural sector for 87 percent of its food consumption, and 

Main Bureau of Statistics, Agriculture and Food Economy, 1986-1990, p. 2. 

2Ibid, p.3. 
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43 percent of the country's consumer goods were agricultural products and foodstuffs.3 Between 1989 
and 1990, Poland's exports of agricultural products and foodstuffs increased by 35 percent. In 1990, 
agricultural products and foodstuffs accountcd for 15.5 percent of total Polish exports.3 

The fact that agroindustry is a significant part of the Polish economy indicates that it offers a 
mEtjor opportunity for the growth of new small and medium enterprises (SMEs) in the areas of food 
processing, handling, storage, distribution, and trade. As the economy continues eo become more market 
oriented, and the monopolistic role of the SOEs is eliminated, some group must fill the void. It is the 
development of new SMEs that will accomplish this. This complements the GOP's privatization program 
that is dividing the activities of the huge processing, marketing, and distribution SOEs into smaller 
companies that undertake discreet activities. This is not to say that the primary development of the SME 
will be a direct result of SOEs that have been privatized. It does mean, however, that as the once
protected SOEs are either eliminated because of poor financial conditions, or are privatized and are forced 
to compete in a market economy, there will be easier access and fair competition for new private 
businesses that choose to enter the marketplace. 

Given the emerging role of the SME sector, and the importance of agroindustry to the economy, 
it is necessary for the GOP to develop a proactive policy that addresses the agroindustrial SME sector. 
The linkages that once existed in production, marketing, and distribution among the SOEs, state farms, 
cooperatives, and private farmers are breaking apart. Businesses that are emerging in the new economy 
are uncertain about their roles, because in the past the government managed everything. Few choices 
were made by the participants in the former command economy. 

It is now tip to the emerging private sector to provide the food production, marketing, and 
distribution services once provided by the state sector. Because the private sector and its role in the 
economy is new, there is fear and uncertainty. It is therefore necessary for the GOP to provide the 
appropriate policy, legislative, and administrative environment to assist the private sector in its new role. 
Of course, the GOP also finds itself in a new position, as in the past the population was in place to serve 
it, rather than the government serving the people. 

The only way in which the private sector will be able to successfully participate is if it has the 
support of the GOP. As Poland continues to integrate into the international economy, it will find itself 
in an increasingly isolated position in world trade if it does not have policies in place that enable the 
Polish private agroindustrial sector to compr.ete effectively with other countries. This is something the 
country cannot afford. Therefore, the GOP must develop a comprehensive agribusiness development 
policy that outlines the needs of the private sector, and identifies what the government must do in order 
for the private sector to iucceed. This is the rationale for undertaking this Agroindustry Sector 
Assessment. 

' Business Opportunitiesin Poland - A Guide to Agricultural Ventures, Econolynx International Ltd., 

Ottawa, Canada, March 1992, p. 19. 

4 Ibid. 

5 Ibid. 
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SCOPE OF RESEARCH AND ANALYSIS
 

This assessment was carried out over a three-month period, commencing in August 1992. Initial 
interviews were conducted in and around Warsaw with officials from a several private and public sector 
entities. Two, two-week field visits took place in 17 voivodships and in 29 cities. Interviews were 
conducted with more than 160 people, ranging from officials from central ministry offices in Warsaw;
offici.-ts in regional ministry offices; private farmers; state-owned processing and marketing companies;
private food processors; officials in the voivod (provincial) offices responsible for agricultural
development, economic development, and privatization; gmina (city) officials; members of cooperatives;
workers council representatives; state farms; private foundations; banks and other financial institutions. 
Acomplete list of people interviewed is contained in Annex A in Volume Two of this report. A complete
bibliography outlining secondary source material is contained in Annex C. 
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CHAPTER TWO 

THE AGROINDUSTRY ENVIRONMENT 

THE AGRIBUSINESS SECTOR 

A variety of GOP statutory bodies, ministries, and SOEs are part of the Polish agroindustrial
environment. The roles of the entities are varied, and include, among other activities, production and
marketing, policy making and regulatory responsibilities, financing, and market intervention. 

Government of Poland and State-Owned Enterprise Agribusiness Structure 

The Agency for Agricultural Markets (Agencja Rynku Rolnego [ARR]) was established by an Act
of Parliament in 1990 (see Annex F in Volume Two of this report). The Agency reports directly to the
Prime Minister. Its purpose is to serve as an intervention mechanism for the GOP to stabilize the market
for agricultural products and to protect the revenue earned by the agricultural sector. It accomplishes this 
through a variety of mechanisms. 

The Agency is authorized to purchase surplus domestic agricultural product if it determines that
allowing the surplus to remain on the market would depress the price of the commodity significantly
enough to harm the domestic producers. The Agency can also import agricultural commodities if
domestic production is such that ARR believes consumers will have to pay exorbitant prices for the local 
product. 

ARR determines whether market intervention activities will be necessary through its market
forecasting activities of specified agricultural commodities. In response to its forecasts, the Agency is
then in a position to determine whether it should act. It makes proposals to the government to shape
policy regarding domestic pricing mechanisms in agricultural production and foreign trade. The Agency 
can also issue credit guaranties. 

The Agency is funded partly by the state budget, but it is also permitted to retain surplus financial 
resources that it receives from the economic activities and trade in which it engages. ARR is now
responsible for, and can use, the government grain storage warehouses to store excess domestic product
if the Agency believes this is in the interest of producers and consumers. 

The Ministry of Agriculture serves primarily as an information gathering agency, and coordinates
technical and advisory services, foreign assistance, and other services that the GOP provides to the
agricultural sector. In September 1992, the GOP produced a policy paper, "Chances for the Countryside
and Agriculture." This paper set out a loose framework for the role of agriculture in the Polish economy,
but did little to develop a strategy by which agriculture and the agribusiness sector would be enabled to 
contribute to it (see Annex F). 

The Agricultural Property Agency of the State Treasury (Agencja Wlasno~ci Rolnej Skarbu
Paristwa [AWR]) was established by an Act of Parliament in October 1991 (see Annex F) and began
operations in January 1992. The purpose of the Agency is to assume the assets of the state farming 

. ... " . . ." ,, 
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enterprises (Paiistwowe Gospodarstwo Rolne [PGRs]) and real estate of the State Land Fund for 
restructuring and privatization, either through sale or lease. If the land cannot be disposed of by the 
AWR, it will remain in the inventory of the State Treasury and be managed by the Agency. The AWR 
repoits to the Prime Minister through its president, who is appointed by the Prime Minister in 
consultation with the Minister of Agriculture and Food Economy and with the Minister of Privatization. 

By 	the end of 1993, the AWR is expected to take over 1,495 PGRs, which have approximately 
3. 1 million hectares of arable land, and approximately 700,000 hectares of arable land that previously 
belonged to the State Land Fund. AWR is authorized to assume ownership of the property to hasten the 
process of returning land owned by the government to the private sector. 

Once a PGR has been transferred to the AWR, the AWR begins the process of privatization by 
conducting an inventory and valuation of the PGR's assets. When this has been completed, the property 
is advertised for sale or lease in the local press (and the national press, depending on the size of the 
PGR.) Proposals are submitted to the regional AWR office (14 throughout the country) where the 
property is located. The bids are opened by an independent agent, and reviewed by the regional AWR 
office. 

The PGR can be leased or sold, in whole or in part. Preference is given to proposals submitted 
by companies that have been established by former employees of the PGR. Foreigners can submit 
proposals for the !easing or purchasing of the PGRs. They must receive permission from the Minister 
of Agriculture to lease property. If a foreigner desires to purchase land, permission isalso required from 
the Minister of the Interior. 

In September 1990, the GOP established the Ministry of Privatization to transfer the assets of 
approximately 9,000 SOEs to private ownership. The Ministry monitors and controls the process of 
privatization. Its work is to aid sectoral restructuring while also promoting small business developmente 
(see Annex F). 

The primary responsibilities of the Ministry of Privatization are to: 

* 	 Determine state policy concerning privatization; 

* 	 Carry out its work under the Privatization Law; 

* 	 Determine foreign investment policy in conjunction with the Ministry of Economic 
Cooperation; 

" 	 Monitor the current status of the privatization process; 

" 	 Work with trade unions and other groups interested in developing private enterprise within 
the privatization process; and 

* 	 Develop training in privatization activities. 

Information Guide to the Ministry of Privatization, Ministry of Privatization, Warsaw, 1991, p. 5. 

7 Ibid, p. 14. 
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The exact number of enterprises to be privatized is unknown. The Ministry envisioned
privatizing 8,000 enterprises within the first three years of its activities! It has regional offices in 14 
voivods. 

Privatization can be initiated by the founding body, by the enterprise, or by the Prime Minister. 
The majority of enterprises that have been privatized to date have utilized the liquidation method of
privatization. Some of these have taken place under Article 37 of the Privatization Law. (This is the 
most likely route to privatize a small- to medium-sized SOE if it were in good financial standing.) Under
Article 37, the assets of the SOE. in whole or in part, are sold or leased to a new set of owners. The
old enterprise is eliminated from the registry of SOEs. Employees are able to form new companies, if
they choose, and obtain the assets under lease or purchase terms. Local investors may also obtain
permission to use the lease or purchase option, particularly if they are forming a new enterprise with 
some of the former employees. Foreign investors can only opt for the outright purchase of the assets. 

The cooperative sector has served as an important marketing link between private farmers,
member cooperatives, and the SOE processing sector. Of the 18.7 million hecta'es of arable land,
agricultural cooperatives farm almost 700,000 hectares, or 3.7 percent of this.9 In addition to 
agricultural cooperatives, there are production and employee cooperatives. 

Many private farmers were required to deliver their products to a local cooperative that served 
as a collection point for individual area farmers. The cooperative might process the product, or it would
simply transport the gathered product to the appropriate SOE for processing and distribution. 
Cooperatives were told by the SUis what to provide in the way of inputs for the SOE. 

Cooperatives established in the command economy were not fashioned along western models.
Cooperatives were established by the state to provide inputs for the SOE sector. Many farmers were
ordered to become members and "contribute" land or machinery to the cooperative. In addition to what
they were iequired to provide to the cooperatives, many farmers continued, to the extent possible,
produce additional agricultural products to sell privately. 

to 
As a result of this policy, the farmers had little


interest in the welfare of the cooperative. 
 As Poland has moved to a market economy, the cooperative
 
sector has suffered as a result of the former directives.
 

In addition to "member" cooperatives, there are cooperatives that are employee cooperatives, in
addition to cooperatives that include members and employees as the "owners." The present legal
structure governing member and employee rights often causes management conflicts because of the
conflicting interests of members and employ, 5. These conflicts have been detrimental to the role that 
the cooperative sector could play in the agroindustrial sector. 

The SOE sector in agroindustry has traditionally involved activities including production of farm
and food-processing inputs, processing of raw and semifinished food and agroindustrial products,
distribution of products to the consumer, and trading and storage of processed and nonprocessed
commodities. The SOE sector has provided the traditional linkages between the grower and the processor
and the marketplace. Under the command economy, private farmers, state farms, cooperatives, and other 
parts of the SOE sector served to satisfy the requirements of the SOE processing sector. 

Ibid, p. 5. 

9 Business Opportunities in Poland - A Guide to AgriculturalVentures, Econolynx International Ltd.,
Ottawa, Canada, March 1992, p. 15. 



8
 

Some of the largest SOEs are in the agroindustrial sector, including Panstwowe Zaklady Zbozowe 
(Paristwowe Zaklady Zbo±owe [PZZ]), which is the State Grain Enterprise. It is the largest trader and 
warehouser of grains in Poland. Rolimpex is another large SOE that is involved in a number of activities 
in agroindustry, including distribution and trading of agricultural commodities, domestically and 
inzernationally. 

State farms (PGRs) were established ander the command economy to grow agricultural inputs for 
the SOE processing sector. The PGRs are concentrated more heavily in the northwest of Poland. As 
a result, a significant number of the 2.7 million private farms are located in the eastern and southeastern 
sections of the country. 

In 1990, PGRs employed 400,000 people, which represented 3.5 percent of total employment.' 0 

The farms accounted for 25 percent of total arable land." Although PGRs account for a relatively small 
portion of farm production, in the past they provided a convenient means for the state to ensure that large 
volumes of basic grain crops would be grown to assist the country in its food self-sufficiency, and to 
provide specified quantities of processing inputs for the SOE processing sector. 

Sources of Agribusiness Financing 

A variety of sources of financing are available to the agroindustrial sector. CARESBAC-Polska 
was established in 1991 to focus on the financial and business needs of Polish private SMEs. Its primary 
function is to provide risk capital financing to existing enterprises that demonstrate a high potential for 
success and are engaged in economic activities of high priority to the Polish economy (see Annex F). 

CARESBAC does not provide bank credit financing. It provides long-term risk capital in the 
forms of equity and quasi-equity investment instruments, equity options, preferred convertible stock, debt 
convertible to equity, and lease-financing arrangements, among others. Of the current portfolio of five 
projects, three are in agribusiness. The outstanding portfolio is 9 billion zlotys. 

The Polish American Enterprise Fund was established in 1990 to support private sector initiatives 
in Poland after communism ended. The Fund provides equity financing through the Enterprise Venture 
Capital Corporation (EVCC), and loan financing through the Enterprise Credit Corporation (ECC). The 
ECC has established lending windows with nine banks in several voivodships. These branches have also 
established subwindows throughout the country (see Annex F). 

At the end of August 1992, approximately 1,300 loans had been made by the ECC, totaling US 
$29 million, and approximately 400 new jobs have been created. Of the 1,300 loans, approximately 15 
percent are in agroindustry. The EVCC had participated in 13 projects, with the average project costing 
approximately US $200,000. 

The Company for Socio-Economic Investments (Towarzystwo Inwestycji Spoleczno-
Ekonomicznych [T.I.S.E.]) was established in 1991 to provide investment capital to new or expanding 
small businesses. It generally takes a minority stock position, and sells its shares back to the firm once 

'o Main Bureau of Statistics, Agriculture and FoodEconomy, 1986-1990, p. 26. 

Business Opportunitiesini Poland- A Guide to Agricultural Ventures, Econolynx International Ltd., 
Ottawa, Canada, March 1992, p. 15. 
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the company is financially viable. To date, T.I.S.E. has made investments in only two projects.
Although getting off to an initially slow beginning, it does expect to begin approving approximately two 
new projects each month. T.I.S.E. has signed an agreement of cooperation with CARESBAC to enable 
both organizations to expand their business opportunities. 

The Bank tor Socio-Economic Initiatives (Bank Inicjatyw Spoleczno-Ekonomicznych [B.I.S.E.])
was established in 1990 to provide loan financing to small- and medium-sized enterprises. B.I.S E. is
the credit arm of T.I.S.E. Although it has only one location, B.I.S.E. identifies potential clients in areas 
outside of Warsaw through its affiliation with a technical assistance program called the Foundation for
Socio-Economrni: Initiatives (Fundacja Inicjatyw Spoleczno-Ekonomicznych [F.I.S.E.]), which has 14
regonal offices throughout Poland. B.I.S.E. has a portfolio of approximately 600 loans (see Annex F). 

The Agricultural Debt Restructuring Fund was established by the GOP in July 1992, to: 

" 	 Modernize farms; 

" Develop the technical and productive infrastructure of the countryside; 

* 	 Develop, restructure, and modernize the food service sector for agriculture; 

" 	 Assist in debt repayment for farmers; and 

• 	 Carry out other activities related to the restructuring of agriculture as deemed important by
the GOP. 

This policy is based on the GOP's policy paper "Chances For The Countryside and Agriculture" (see
Annex F). 

The Director of the Fund reports to the Minister of Agriculture and Food Economy. The Fund
isues credit through 17 participating banks. It refinances existing debt and provides loan financing for 
new projects for the private sector. So far, approximately 150 loans have been made under the line of 
credit, and 450 billion zlotys have been dispersed. 

The GOP plans to establish an Agricultural Credit Agency to replace the Fund, so that the
Agency can establish a loan guarantee facility (the Fund cannot do this due to its legal status). The

Agency would restructure debt of private farmers and private enterprises on more stringent terms than

the 	Fund. Money would be used primarily to provide credit for debt restructuring and new business
development. The GOP is considering an auction system to auction off available credit to intermediate
banks for onlending to the private borrower. The present thinking is that the banks that could offer the
lowest rates of interest to borrowers would receive funds, and the Agency would finance the difference 
between the rate that the bank is charging the private borrower and the market rate of interest. The
participating banks would take the credit 'isk on the loan funds, but the Agency would take the risk on 
the guarantee funds. 

The Bank for Food Economy ("Dank Gospodarki Zywno~ciowej [BGZ]) is a network of state
owned banks located throughout the country. The BGZ is financed through deposits and the State
Treasur. Some of the cooperative banks also place deposits with BGZ. The Bank's traditional portfolio
had been financing of PGRs and SOEs, the latter primarily in the area of agroindustry. BGZ has begun
to finance some private businesses. Under present statutes, BGZ can only provide debt financing. It is 
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expected that new banking regulations that are being developed would enable BGZ to provide equity 
financing. Privatization of BGZ is scheduled to begin in January 1993. 

The Agency for Agricultural Markets (ARR) provides loan guatantees to SOEs and private 
companies through participating banks. Until now, ARR has taken all of the risk on the guarantees 
provided. The Agency is in the process of revising its guarantee program, whereby the banks through 
which it works will contribute funds to the guarantee program, thereby assuming some of the risk. ARR 
is in the process of establishing this type of loan guarantee prog.am with a bank in Poznan. 

There are 1,670 cooperative banks located throughout Poland. 2 On average, their capital base 
is relatively low. 3 They have traditionally served the needs of the local communities in which they are 
located. They have and do provide financing to the agroindustrial sector, both to SOEs and to private 
farmers and businesses. The cooperative banks keep deposits with branches of BGZ, and seek guidance 
from BGZ regarding changes in relevant banking regulations. Possible changes in the banking law could 
force some of the smaller cooperative banks to merge with other branches in their region. 

The World Bank and the European Community (EC) currently have lines of credit available for 
private businesses through the cooperative banking system. The program provides funds through a 
regional wholesaler (one currently operates in Poznan (Gospodarczy Bank Wielkopolski [GBWI), which 
provides funds to borrowers proposed by the cooperative banks in the region. As of October 1992, only 
10 loans had been made, most of these in the agroindustrial sector. 

The National Bank of Poland had a network of banks throughout Poland. Nine of these have 
been converted to one-person companies of the State Treasury in anticipation of privatization in early 
1993. Plans are under way to identify foreign banks as investors and match these with the local banks. 
The foreign bank would purchase 20 percent of the local bank, the State Treasury would maintain 50 
percent of the shares, and the remaining 3, percent would be given to employees and sold in the 
marketplace. 

These banks traditionally lended to PGRs and SOEs. Because of the changes in the economy, 
the banks are being forced to consider financing private businesses. The biggest problem, however, is 
the poor financial condition of the banks due to the significant losses and outstanding debt owed to the 
banks by the state sector (SOEs, PGRs, and cooperatives). 

Some wholly private banks do exist. Some of these were established by foreign capital, and are 
either branches of foreign banks or are joint ventures between foreign banks and local capital. The range 
of services provided by these institutions is relatively narrow. This isbecause of the current banking laws 
affecting them, and the fact that thei, standards for providing credit to borrowers and the information 
used to make financing decisions is based on western standards. As a result, many potential clients will 
be turned down for financing until they improve the financial recordkeeping and profitability of their 
business to match acceptable western standards. 

2 Remarks made by Mr. Kostro, attorney and advisor to the Polish Parliament on the Amendment to th, 
Banking Law, at a conference sponsored by the National Bank of Poland, November 17, 1992. 

13Ibid. 
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Private Sector Linkages with the Government of Poland and State-Owned Enterprises 

Private sector linkages with the GOP are extremely weak. The few private sector business
organizations that exist are not experienced in lobbying the government to win allies within the policy 
arena who will champion their cause. The GOP is also unaccustomed to being in a position where itreceives input from outside of government circles and incorporating this into its policy agenda. There 
is little formal interaction between the GOP and those whom they govern. 

Private sector linkages with the SOE sector continue to grow. There are still a large number of
SOEs in the agribusiness sector. As more private companies enter the sector, they are forced to do
business with the already existing SOEs. As privatization and bankruptcy of the SOE sector continues,
the number of SOEs should decline, with the private sector filling these voids. 

Strengths and Limitations of Government of Poland and Private Sector Agribusiness Structure 

Although there is an established GOP structure that addresses the agroindustrial environment,
most of the structure does not address SME development or expansion, nor has it effectively transformed 
the state-dominated agroindustrial environment into a private one. A review of the aforementioned policy
and regulator, and financing entities indicates that the activities are either competing with the private
sector, not nioving quickly enough to transform or remove SOEs and PGRs from the environment, or 
that financing concerns are primarily focused on the state sector. 

The ARR is competing directly with thu private sector in the procurement, exportation,
importation, and storage of agricultural commodities. It is competing with financial institutions by
providing loan guarantees. It is interfering with market decisions concerning pricing by establishing
minimum and maximum prices for commodities in the maiketplace, rather than establishing floor and 
ceiling prices against which it would intervene. 

The Council of Ministers has presented its "Chanc,s for the Countryside and Agriculture" as the
basis for which the Ministry of Agriculture and Food Economy is to develop the strategy for development
of Polish agriculture. This policy paper focuses heavily protection for domestic farmers againston 

imports, subsidies for agricultural inputs, and guaranteed minimum prices and encouraging farmers to

participate in the privatization of the PGRs on favorable terms and preferential credits. 
 The policy paper 
even talks about the health care and education system in the rural areas. Members of the lower House
of Parliament and members of the Senate Committee of Agriculture commented that the policy was too 
general and that it was a collection of wishful thinking. 4 

The regional offices of the AWR are severely overburdened in the privatization process. By the
end of August 1992, the AWR had taken over the assets of only 306 PGRs. Fortunately, m~uch of the
decision making has been delegated to the field. Most offices unfortunately have only between three to
five employees to undertake all of the activities. One regional office had six people to oversee the
privatization of 71 PGRs in six voivodships. Most of the PGRs have anywhere from 3 to 10 different 
enterprises on them. 

Very specific procedures are to be undertaken in the PGR privatization process. These include
advertising the properties and having interested parties submit sealed bids. Companies formed by former 

4 BOSS-Rolnictwo 145, October 16, 1992, p. 3. 
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employees automatically get preference in the priv,'tization process. Although an employee company may 
submit a proposal to lerse or purchase assets, the AWR must still undertake the advertising and bidding 
process This does not make sense. 

What is also unreasonable is that although the land may have to be leased rather than purchased 
because of reprivat.zation problems, all fixed and rolling assets must be purchased. Banks will not 
consider the lease of the privatized PGR as collateral when a potential investor is seeking financing for 
these assets. It is also possible that the assets may be totally useless, but they have to be purchased in 
order to access the land. It is feasible, therefore, that one could only obtain a short-term lease on land, 
yet be the owner of totally useless fixed and rolling assets. 

The Ministry of Privatization also finds itself in a burdened position. In three years it has 
privatized approximately 2,500 SOEs. If the present pace continues, it will fall far short of its original
goal of privatizing 8,000 SOEs in three years. Regional offices are significantly understaffed, and 
employees sometimes oversee activities in several voivodships. One regional office was responsible for 
the privatization of 360 SOEs in three voivodships, with a staff of three professionals to undertake all of 
the activities. Decisions are made primarily in Warsaw (except in some cases of liquidation), and so 1l1 
paperwork must be forwarded to the central office. There are still more than 6,000 SOEs to be 
privatized. Most workers in the SOEs still do not understand the implications of privatization, or how 
to go about preparing the SOE for it. A signiticant amount of time is spent by regional Miristry of 
Privatization (MOP) staff simply explaining the privatization options. 

The GOP has taken a different approach with the SOEs than it has with the PGRs. Instead of 
creating an agency that will direct the mandated privatization of the PGRs, the GOP has left privatization
in the SOE sector up to the SOEs. Based on th incertainty that workers will face, there is little 
incentive for them to accelbrate the nrivatization of their SOE. Under the present system workers must 
approve the privatization of their 'OE. The GOP has also made privatization of the SOEs more difficult 
by forcing an investor to ass'me all of the debt of the SOE, whereas the AWR assumes the outstanding 
debt of a PGR. 

Cooperatives are simply not being addressed. Policy makers continue to make reference to a 
Sejm Commission which is developing a revised Cooperative Law. This has been under development
for almost two years. In the meantime, cooperatives are sinking. They cannot borrow financial 
resources, as banks do not know how the proposed law will affer. their interests in the cooperatives. 
Some cooperatives are anxious to dissolve, and either begin anew as private companies or as western-style
cooperatives. They do not want to do this under the present law, as they might be forced to turn over 
too many of their assets to the State Treasury (see Annex F). These cooperatives have plans for future 
development, but they are waiting for the new law. 

SOE trading companies are still in a monopolistic position. They have used this position to 
expand into a variety of activities far beyond their original purpose. The SOE trading companies are 
preventing fair access into the marketplace by new private companies because of their protected positioi.. 

SOE processing companies will operate as long as they can without jirivatizing, as there is no 
incentive for them to become private. As a result of the economy not yet close to being a full market 
economy, these inefficient and protected enterprises will be tolerated, unless there is a change in policy. 

PGRs are being taken over by the AWR. But it is up to the temporary management of the PGR 
to develop a restructuring plan. Those responsible for developing a restructuring plan are often 
inexperienced in any of the skills necessary to prepare a financially viable project. One manager had 
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received no training in financia restructuring, and was trying to develop a business plan for the 
restructured PGR by using some textbooks he had located. 

The GOP has also decided to adopt a policy of subdividing the PGRs into as many small private
plots as possible to correct the prior policies that are now considered politically incorrect. This will cause 
the agricultural production sector to be so fragmented that it will offer no hope of producing anything 
on a commercially viable basis. 

In the area of finance, many of the state-owned financial institutions expressed similar concerns 
regarding financing of SMEs in agribusiness. Those institutions that had a history of lending to SOEs,
PGRs, and cooperatives are still more concerned about recouping any outstanding loans to those 
enterprises than the,, are about lending to the private sector, particularly if the private businesses are new 
ones. Because private businesses are newer, they have less of a track record; thus, there is greater
hesitancy on the part of the lender. 

To compensate for this risk when the lender will consider a loan, collateral requirements of 150
200 percent generally mean that the potential borrower does not have adequate collateral coverage. Even 
when a potential borrower does have collateral, the present execution of collateral rights and arbitration 
are such that the banks are still hesitant to accept it. The lack of a central registry for pledged collateral 
also contributes to the problem. 

Many of the fir-.ncial institutions do not know how to package viable bankable projects, which
consist of debt and equity. In te past, the range of financial instruments used was limited. There was 
no need for anything other than debt, because almost everything, including the banks, was owned by the 
state. Financing i, often still done on a piecemeal basis. A borrower will finance one portion of a
project, and when this is completed seek financing for the next segment. This often results in a project
that was able to obtain sufficient financing to build all of the pieces, but it will never generate enough 
revenue to repay all of the creditors. Banks and businesses still do not understand the need for the 
commercial viability of a business. 

Conclusions and Recommendations 

Some systems are in place, but they could be far mnore effective if the GOP made some relatively
minor changes. The ARR was intended to serve as a market intervention and forecasting agency. Its
role should be limited to these activities. The ARR should remove itself from economic trading and 
procurement activities, and allow the market to indicate priceF for commodities. It should establish poli'y
intervention mechanisms for cases when prices fall above below levels it establishes throughor its
forecasting models. The ARR should enable the private sector to engage in the trading, procurement,
importation and exportation of commodities, and allow financial institutions to provide financing
mechanisms to business. The Agency does not have the capacity to be a bank, and it is not an 
appropriate role for a policy-making entity. 

The Ministry of Agriculture has a tremendous number of agricultural development activities that
it oversees. These services need to be rationalized in conjunction with other ministries and agencies that
provide services to the agroindustry sector to avoid duplication of effort, and to determine whether the
level and types of services are still relevant based on the changing needs of the emerghg private sector. 

The GOP's policy as stated in "Chances for the Countryside and Agriculture" will rely heavily 
on subsidized inputs and protection for domestic agriculture. Instead, the GOP should encourage the 
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agricultural sector to become competitve in the international marketplace. The GOP can encourage this 
through a supportive policy and regulatory environment that continues to remove the GOP from economic 
activities, and allows the market to provide information to private agribusiness people to enable them to 
make rational business decisions. 

It is also essential for the GOP to determine if it wants to pursue a policy of food self-sufficiency 
or economic development. There is a significant difference in the policies it wi!l pursue depending on 
the choice made. The key issues in the case of agriculture is the GOP's attitude toward protection of an 
inefficient system and the privatization of the PGRs, and its current view that the creation of large private 
farms should be prevented, and that land should be directed toward increasing and creating small family 
farms.' 5 

If the GOP chooses to pursue a policy of economic development, then Poland will need an 
economically competitive agricultural sector, with production at sufficient volume anti economies of scale 
so that its products can be competitive in the international market. Having a large number of very smal! 
farms that receive subsidized inputs prolongs inefficiency, and it does not permit economies of scale in 
production. Unit costs of production will make Poland uncompetitive internationally. The country may 
be able to feed itself, but it will not be able to use these products to earn the foreign exchange it will 
require to purchase necessary impoits. 

The AWR must privatize the PGRs, many of which can have a number of unrelated enterprises 
operating on them. Because it is the policy to give- preference to compai.ies formed by employees 
interested in leasing the PGRs, the AWR should amend its advertising and bidding policy when an 
acceptable plan is put forward by an employee company. This would increase the number of 
privatizations occurring within a shorter time period. 

Changes should also be made in the requirements to purchase the fixed and rolling assets of the 
PGRs. These may or may not be necessary for the new company, and it should be up to the new 
company to make this determination. This cl-ange could also enhance the rate at which privatizations are 
completed, as companies will require smaller amouns of capital. It would also be useful to provide more 
staff to the regional AWR offices, particularly people who have been trained in financial restructuring. 

Managers on the PGRs need assistance in developing restructuring plans. Either training should 
be provided to them, or this responsibility should be given to someone who has the training. The 
privatization process would be enhanced if viable restructuring plans were developed quickly. Employees 
need more information about what their options may be regarding leasing of the assets. Many of these 
people would be interested in forming a company to lease assets, but they feel helpless and uninformed. 
The AWR needs more staff in place to deal directly with the employees. 

The Ministry of Privatization has a much larger mandate than the AWR, given the sheer number 
of SOEs still to be privatized. The regional offices have highly qualified people, but the offices are 
severely understaffed. The MOP provides very good training for its regional staff, as well as for people 
in the voivod offices who are responsible for the voivodship privatization activities. If the MOP is 
undertaking this training for its staff, it should have confidence in its employees to successfully undertake 
and impiement the GOP's privatization policies. The MOP should delegate far more of the decision 
making and implementation process to the field, as has been done by the AWR. More staff should be 

t Government Policy Paper, "Chances for the Countryside and Agriculture," The Council of Ministers, 
September 1992, p. 9. 
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placed in the regional offices, and the regional offices should always be encouraged and reminded that 
the MOP in Warsaw is available for assistance with difficult issues. 

The GOP should also review its less directive policy regarding the privatization of the SOEs,
versus the PGRs. The privatization policy of the PGRs has provided the GOP with the opportunity to
forcefully move the PGRs out of the state sector. It has done this by mandating that the AWR will take
control of all of the PGRs within a given timeframe. Under the statutes that establishcd the AWR, the
GOP has enabled the AWR to control the "ownership" of the PGRs, and to eliminate the control of the
workurs' councils, which are generally the primary obstacle in the privatization process. 

The GOP has not done this with the SOEs. Unless forced to privatize by the founding body, itis still up to the SOE to initiate &e privatization process. To do this, approval must be received from
the workers' councils, which, understandably, generally impede the process. If the GOP waimts to remove
these enterprises from the state sector in a reasonable time frame, it should force SOEs to adopt aprivati-ation plan within a specified time frame. Adopting a more aggressive strategy toward the SOEs
will assist the SME sector. This will occur as the privatized SOEs are forced to compete on the same
basis as private businesses. Private businesses will emerge as they begin to understand tihat they can 
operate at least as efficiently as companies that were once protected by the state. 

The GOP should also address its inconsistent policy regarding the outstanding debt of the SOEs versus the PGRs. When the AWR assumes control of a PGR, the AWR also assumes responsibility for
the debt of the farm. A potential lessor or owner is not responsible for paying this off. However, 
owner of an SOE 

an 
must assume all of the outstanding debt of the enterprise. This causes unrealistic 

expenses, and often outweighs the value of the assets being purchased. It is a significant deterrent in the
privatization process. If there is a choice between forgiving some or all of the debt to enable the SOE 
to be privatized, and the SOE becoming so unprofitable that it will be liquidated through the bankruptcy
process so that a bank will not recover its money anyway, then the logical choice is either to reschedule 
the debt or write it off completely. 

SOE marketing and processing companies should be forced to privatize as quickly as possible.
They are still benefiting from protection and oligopolistic practices. They should be forced to compete
on an equal basis with emerging private sector companies. In fact, these SOEs are inhibiting the entry
of SMEs into the marketplace, as the state companies are still operating within a protected environment
not available to the private sector. Valuations of the SOEs should be market based - what the market 
is willing to pay to purchase them. 

The cooperative sector has been waiting almost two years for the GOP to make decisions.
GOP should revise the cooperative law and simply provide a 

The 
legal structure within which cooperatives

will function and operate. The structure and activities of the cooperative should be determined by the
members. The GOP should enable the cooperatives to dissolve and reorganize without sacrificing their 
assets. If a cooperative reorganizes, the GOP will benefit by the tax revenues generated. If the
cooperative dissolves and does not reorganize, members would receive their initial contributions, andother assets would be sold. The State Treasury would see its share of the revenues through taxes on this 
sale. 

The area of finance is a more complex one. (A Loan Guarantee Study currently being undertaken
by the GEMINI Project will provide a more in-depth discussion of these issues.) Financial institutions'
primary concern isrecovery of outstanding debt from the state sector. SMEs are suffering because banks
have not yet refocused their thi, king on financing for the private sector. Bankers desperately require
training in project analysis, review, and packaging. Business people and financiers must learn the concept 
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of financial viability of an overall project, in contrast with how much money one can borrow to finance 
individual pieces of a project. Local institutions could learn from organizations such as CARESBAC. 

The GOP can assist by developing a more aggressive policy in debt restracturing and forgiveness
in the state sector. This will free financial resources to be redirected to the private sector. The GOP 
should also revise some of its bank liquidity requirements, which contribute to already high interest rates. 
The 	GOP should revise the debt recovery process through collateral laws and arbitration procedures to 
provide more confidence to lenders that their claims will be satisfied. A central registry for pledged 
assets should be deve!oped to assist in this process. 

AGROINDUSTRY DEVELOPMENT POLICIES OF THE GOVERNMENT OF POLAND 

The key issues to be addressed by the GOP in an agroindustrial policy include: 

Privatization 

1. 	 Provide more staff resources in the privatization of the PGRs, and enable the process to 
operate more efficiently by developing a fast track approach for worker-owned companies 
that want to lease the farms. Develop a policy to address reprivatization so that the 
privatization of the PGRs can proceed more rapidly. 

2. 	 Rationalize the approach toward the privatization of the SOEs through a directive policy 
similar to the PGRs. More of the decision making must be delegated to the field, and 
additional staff are needed in the regional MOP offices to implement this. 

3. 	 Debt restructuring and forgiveness toward the SOEs and the PGRs must be addressed more 
aggressively by the GOP, not only to accelerate the privatization process, but to rechannel 
financial resources to the SME sector. 

4. 	 Legislate changes now for the cooperative sector that will provide a legal structure within 
which cooperatives must operate. Enable the sector to retain its assets, either for use within 
the new structure or for liquidation. In either case, the GOP will benefit. 

Private Sector Agribusiness Development 

1. 	 Develop a policy that addresses the role and the needs of the private sector in agribusiness 
development. Neither the Ministry of Agriculture nor the Ministry of Industry and Trade has 
developed such a policy. 

Economic and Market Intervention Policies and Practices 

1. 	 The GOP must create a stable policy and regulatory environment to encourage private sector 
investment. Reasonable income tax levels and tax incentives, a reasonable and rational 
structure of duties, rationalization of the government approval process, monetary policy that 
channels resources to the private sector, and the role of government as an advocate for the 
private sector must be addressed. 
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2. 	 Recognize the role of the informal sector in agroindustry, particularly in the areas of cross
border and domestic trade. Identify how its role can be expanded to assist in the growth of 
the SME sector irt agribusiness. 

3. 	 Develop a policy that encourages domestic private agriculture to be competitive with the
international market by removing subsidies and forcing the sector to operate more efficiently.
Remove import and export controls, and permit necessary inputs to be imported within a duty
structure that recognizes the need for modernization and efficiency. At the same time, create 
a policy that does not limit the potential for economically viable farm enterprises. 

4. 	 Develop a price stabilization and control policy that does not limit the potential of domestic 
private agriculture, but rather encourages it by relying on market prices rather than 
government subsidies for its survival and expansion. 

Strengths and Limitations of Government of Poland Agroindustry Development Policies 

The GOP does not have policies that address the agroindustrial sector. The primary policy focus
remains privatization. What limited policy does exist in agriculture address(.s primarily the privatization
of state farms, and the need for subsidies and protection of domestic agriculture. Given the fact that the
agroindustrial sector contributes significantly to the economy, the GOP must focus on 	it in order to encourage private sector investment in it. The key issues discussed above provide a framework within 
which the sector can develop. 

If the GOP does not develop a policy to address the outstanding issues concerning privatization
of the PGRs, SOEs, and cooperatives, if it does not identify and address the role that the private sector
should serve in agroindustry, if it does not create a stable regulatory and policy environment, if it does 
not channel investment resource. to the sector, and if it continues to protect the participants through
government subsidies and price mechanisms, then Poland will lose in the arena of foreign investment,
domestic investment, food self-sufficiency, and economic development. 

Conclusions and Recommendations 

The GOP must develop a comprehensive legislative act that advocates and supports SME
development, particularly in regard to the agroindustrial sector. The act must address the need for private
sector agribusinesses to operate within a free market system  open and competitive market conditions.
The act must address the legislative, regulatory, and administrative practices that should be in place to 
enable this. 

The GOP, as part of its program, must recognize the need for policy and investment incentives
to stimulate the creation and expansion of SME agribusiness. It must advocate the need for this
development. Implementation of policy must be decentralized. Privatization activities must be targeted
toward linking these efforts with SME and private sector takeovers of the SOEs. 

The need for th- GOP to create a policy that addresses the role of the SME sector within
agroindustry has been eL..,blished. The balance of this assessment will address how the GOP can create 
an 	enabling policy and action environment. 
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CHAPTER THREE 

GOVERNMENT OF POLAND
 
POLICY REQUIREMENTS AND OPPORTUNITIES
 

SUPPORT FOR LOCAL INITIATIVES
 

The GOP has an opportunity to address the needs of the SME agroindustrial sector through
enabling policy initiatives. Policy should focus on establishing an advocacy role for the private sector
within the government, and accelerating the process by which the assets of the state sector are transferred 
to private ownership. The focus should be to decentralize the implementation of government policy to 
the local level, and to enable the private sector to undertake activities once performed by the state. 

Private Sector Agribusiness Organizations 

The GOP should encourage the development of private sector agribusiness associations that will 
provide input to the GOP concerning policy that the government should implement to strengthen the
private sector. The private sector knows better than the GOP its needs and the problems it encounters 
within the regulatory and administrative bureaucracy. The GOP must hear from representatives of the 
private sector in order to provide an appropriate policy response. 

Small and Medium Enterprise Advisory Centers 

The majority of business advisory services have been financed in whole or in part by the GOP.
Some of these are provided by Regional Extension Service offices (Orodek Doradztwa Rolniczego
[ODR]). The range of services provided varies depending upon who has funded the center and the
particular skiils of the staff. There are often duplicative efforts within relatively small geographic areas,
with centers totally unaware of the existence of another entity providing similar services nearby. 

The GOP should remove itself from these activities, and enable private voluntary and
nongovernmental organizations and educational institutions to undertake these activities. Services 
provided should be based solely on the needs of the SME community being served. 

Activities should not be directed by government, except to ensure that an organization is operating
within the framework of the law. Politicians should have no control in determining how the center is 
structured and who receives assistance. 

Agricultural Property Agency 

Regional offices of the AWR desperately require more staff and training. Personnel are quite
skilled in the privatization process. More training isneeded in the area of financial analysis and business
restructuring in order to work with the management of the PGRs to design sensible restructuring 

I". 
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programs. This isessential, given the fact that many PGRs have several businesses operating within their 
structure, some of which have nothing to do with agriculture. 

When worker companies have submitted proposals to take over PGR assets, AWR should 
eliminate the advertising and bidding process, as current policy already gives preference to worker-owned 
companies to obtain the assets. 

The AWR is in an awkward position because it must generate revenue to finance its activities, 
at the same time that itmust privatize the PGRs. These objectives can be self-defeating and create serious 
problems. In its effort to generate sufficient revenue to finance its activities, the AWR may 
unintentionally hamper the GOP's privatii7:ion goals tc satisfy, it, own budgetary requirements. AWR 
may insist on terms for the lease or sale of PGR assets that are unacceptabie to a potential investor. The 
privatization will fail and the AWR will lose revenue that it could have generated for itself if it had not 
applied such stringent terms. The GOP should reconsider its strategy of having the AWR finance its 
operations through privatization activities. 

Ministry of Privatization 

The Regional Ministry of Privatization offices require an even larger increase of trained staff as 
a result of the large number of SOEs still to be privatized. Far more authority should be delegated to 
the regional offices. The GOP should develop a more directive policy concerning privatization of the 
SOEs, similar to the one in place for the PGRs. Eliminating the control of the workers' councils would 
accelerate the process significantly. 

The GOP should adopt a more realistic attitude toward the value of the SOE assets. This, in 
conjunction with debt rescheduling and forgiveness, would also enhance the rate at which the SOEs are 
privatized. 

Agricultural Marketing Agency 

The GOP should revise the role of the ARR. ARR should be financed solely through the state 
budget, and it should not engage in any commercial activities. Commercial activities should be 
undertaken by the private sector. The ARR should not control the prices of agricultural commodities. 
Rather, it should track domestic and international commodity price information to be used by the private 
sector to make commercial investment decisions, and by the government to develop appropriate 
intervention strategies when necessary. ARR is not a bank, and, as with other commercial activities, it 
should remove itself from the financing arena, and leave this activity to the private sector. 

Regional Development Authorities 

Development authorities in voivod offices are strategically located to serve as effective 
intermediaries between private sector groups in the voivod and the central government. The development 
authorities should foster interaction between private sector associations and the voivod office to ensure 
an ongoing dialogue between the private sector and the government, with the voivod serving as the 
information link to the center. The GOP will have to foment a significant change in the attitude of staff 
serving in these offices to ensure that government employees fully understand that their purpose is to 
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serve the public. Given past practices and policies, it may be necessary to restructure these offices to 
accommodate this change in outlook. 

Voivod Offices 

Voivodship offices also have staff that implement privatization activities for SOEs in which the
voivod is the founding body, or for which it has been appointed to act on behalf of the founding body.
These offices find themselves in positions similar to the regional MOP offices. More staff is needed to
undertake the significant number of privatizations, particularly because so much effort is spent dealing
with the workers' council and management explaining procedures, allaying concerns, and trying to
accelerate the process. Efforts should concentrate on identifying investors who wish to purchase the 
assets, and develop financially sensible restructuring plans. More training in financial analysis and 
restructuring is required for the voivodship staff. 

Ginina Offices 

Gmina offices have an advantage in privatization, because they do not have to seek approval fromthe voivod or the MOP to privatize an SOE for which it is the founding body. The gmina office should 
concentrate its activities on accelerating the pace of privatization, removing itself from commercial
activities that should be provided by the private sector, and ensuaring that local bureaucratic constraints 
in the private investment process are eliminated. 

Cooperatives 

Local and regional cooperative banks should be linked with private sector agribusiness
organizations and the SME advisory centers to provide financing for activities that the latter two groups
will generate. At present, the local cooperative banks generally wait for clients to appear, rather than 
to solicit business. Although few private sector associations exist present, there are no effective linkages
between those that exist and the network of cooperative banks. The regional cooperative banks would
also benefit from this, as the regional banks depend on the local cooperative banks to generate business
for them. Financing may be available, but local cooperative banks have no effective way ofcommunicating this to a dispersed and unorganized client base. Training must be provided to upgrade
the financial analysis and packaging skills of staff in the local cooperative banks if they are to have a 
significant impact on increased investment in agribusiness. 

Production and marketing cooperatives should also participate in the process of interaction with 
voivod development authorities. They can provide valuable information through the voivod to the center
concerning agricultural and prodtjc:ion issues affecting the agroindustrial sector. 

NATIONAL AGROINDUSTRY ADVOCACY PROGRAM 

Collaboration with Private Sector Organizations 

To ensure that the GOP undertakes the necessary changes to encourage and support private sector
investment in the agroindustrial sector, the GOP will have to develop and initiate a National Agroindustry 
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Advocacy Program. The program must rely heavily on decentralizing government decision making and 
implementation of policy, and on integrating private sector concerns into policy and legislative reform. 
To accomplish this, the GOP will use local initiatives developed by local and regional private sector 
associations and foundations, in cooperation with regional government offices. 

The role of the private sector will be to effectively communicate to the GOP the policy,
legislative, and administrative support it requires to take advantage of market opportunities that arise. 
The role, in this case, of the regional government offices is not to undertake the activities proposed by 
the private sector, but to serve as the private sector's advocate with the central government in Warsaw. 

Market Analysis and Development 

The role of the GOP, on a national and regional level, should be to undertake and assist in market 
analyses and development, both domestic and international, on behalf of the private sector. It must 
identify and target market opportunities for the private sector, and then develop effective mechanisms to 
disseminate this information to the private sector for investment. It must be strongly emphasized that 
market opportunities are not to be acted upon by the GOP, or its regional authorities, but by the private 
sector. The GOP has a habit, due to its historical role, of undertaking initiatives when it identifies an 
opportunity. The action that the GOP should undertake is to ensure that obstacles to private sector 
activity and investment are removed. The GOP must remove itself from the implementation process, and 
serve as a promoter for the private sector. 

Fast Track Privatization 

Privatization policy must be revised to further decentralize decision making and authority to Ene 
regional offices, and supplement regional offices with additional staff. Assistance must be provided to 
SOEs and PGRs to develop restructuring plans, if a viable one can be developed, as management in 
neither the SOEs nor the PGRs has the skills to do this. The GOP should establish clear time frames and 
a stronger mandate for the privatization of the SOEs, as it has done with the PGRs. SOE debt should 
be rescheduled or forgiven to accommodate the financial realities of the enterprises. Policy for the 
privatization of the PGRs should be directed toward accelerating the process if worker companies submit 
plans for leasing or purchasing the assets, and should also remove the requirement of purchasing fixed 
and rolling assets that may be useless and outdated. 

Enabling Public and Private Sector Local Initiatives 

The GOP and the private sector cannot operate independently of each other within a market 
economy. The former economic and political structure encouraged the few private businesses that existed 
to operate beyond the scope of the government. The GOP owned and operated almost everything. 

The transition to a market economy dictates that these activities and attitudes change drastically.
The GOP must continue to remove itself from economic activities, and these will be undertaken 
increasingly by the private sector. The private sector will be forced to operate within the legal and 
administrative framework. To ensure that this framework is organized to function in a manner that 
enables the private sector to carry out its activities, the private sector will have to make representations 
to government. The GOP will have to respond in a manner that incorporates the private sector's concerns 
and supports the process, or the economy will continue to deteriorate. It is through the interaction of the 
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private sector with the GOP, on a national and regional level, and the advocacy role of the GOP on 
behalf of the private sector, on a national and regional level, that will enable this process. 

Promoting Agribusiness Formation and Investment 

The private sector must be encouraged to direct more investment to agribusiness formation. The
financial system must accommodate a shift away from debt financing to equity financing. This initiative
will most likely come from foreign capital and foreign financial institutions, as the domestic financial 
structure is ill-equipped to undertake this transition. 

Joint ventures between members of the Polish private sector should be encouraged as part of new 
capital formation in the sector. Tax incentives, reasonable tax and duty rates, a stable policy
environment, and a broad range of financial services are necessary for this to occur. An overall 
agribusiness policy will assist in the process. 

One method of addressing the credit issue is through the supply of in-kind credit for input
supplies from large agribusinesses to SME agribusiness suppliers, processors, marketers, and growers.
The successful business system is an integrated one. The business linkages between and among the
participants are such that a disruption in service in one of the linkages results in disruption for all. 
Providing an effective network of credit and support services through the chain will assist in limiting 
Uisruption. 

Businesses must be able to undertake long-term investment activities with reasonable certainty that 
their plans will not be rendered economically unviable because of a drastic change in the regulatory
environment. The GOP introduced a new system of taxation inJanuary 1992. The system mandates high
levels of employer contributions for employee benefits (47 percent of gross salary), and two types of 
corporate tax. The first is income tax, which for legal entities is approximately 40 percent. 

The second is a turnover tax, which is a tax strictly on sales, and differs depending upon the type
of activity in which one is engaged. The turnover tax penalizes businesses in two important ways. The 
tax is to be paid monthly and is based on the value of invoices, regardless of whether the invoice was
paid during the period. The second issue is that the value of the invoice also includes any duty that the 
customer will pay, and which the business will remit to government. The seller must pay turnover tax 
on the duty portion of the invoice, even though the business remits the duty to government and keeps 
none of the duty revenue as income. 

Businesses are caught in a cash flow squeeze when having to provide outlays for turnover taxes 
on monies not yet received. The GOP should revise this policy so that businesses do not have to pay tax 
until the invoice has been paid. The GOP should also revise its policy of requiring businesses to pay 
turnover tax on the duty portion of an invoice. 

By November 1992, the GOP had considered further increases in employer contributions on 
employee salaries (up to 75 percent of gross salary). The GOP also has plans to revise certain taxes and
institute a VAT tax system. The issue of duty structure has not been addressed. These proposed changes
will have a significant impact on the financial viability of businesses, and do not encourage long-term 
investment. 

The GOP must understand that to promote investment in agroindustry, duties must be removed 
or substantially lowered on all items required by the sector. This includes items that are part of the 
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infrastructural support needed to run a business, such as computers and telecommunications equipment. 
Standardized tax investment credits and tax holidays should be introduced and applied equally to anyone 
who meets the specifications. 

Targeting the Promotion of Agribusiness Intervention 

Sectors within the agroindustrial sector offer opportunities for specific intervention, particularly
for development within the export market. The oilseed industry is one that provides opportunities to 
develop effective linkages between growers, processors, and input supply, marketing, and trading 
companies to effect this. 

The geographic focus of the intervention should logically take place in the northwestern part of 
Poland, because the large PGRs in that area are the traditional growers of oilseed, there are several SOE 
extraction and processing plants in that area, and there are several ports that can service the export 
market. 

The traditional linkages within the oilseed industry have included a few small private farmers 
contributing product to the output of the PGRs. This output has been provided to the SOE extraction and 
processing plants for the production of oil, margarine, and some amount of feedmeal, primarily for the 
domestic market. SOE trading and distribution companies supplied the domestic market with the finished 
products. Changes in the industry within the last two years have resulted in some of the raw seed being 
exported for processing and use elsewhere. This has hastened the pace at which the industry's state sector 
has encountered problems of financial viability. 

These linkages can be strengthened, however, through the intervention of a procurement and 
marketing company that would provide me necessary inputs, credit, technical assistance, and marketing
linkages to the export market. The company will ensure that processors have sufficient raw material by 
forward contracting with private farmers and PGRs. Growers will be able to satisfy their contracts 
because the company will provide them with the necessary farm inputs and technical assistance. The 
processors will be able to sell their product to the company under contract. The company will have 
already developed linkages with the export market in oilseed and its refined products. 

Assistance from certain institutions will be necessary to enable this process. The procurement 
and marketing company may deem it necessary and advantageous to purchase some of the assets of the 
SOE extraction plant. In this case, the regional offices of the MOP will be called upon to expedite this 
process. 

The financial position of the PGRs should improve. An integrated system would offer a rational 
approach to privatization, and provide an investor (worker-owned company) with an opportunity for 
leasing or purchasing the assets of a financially viable PGR. In this case, the regional offices of the 
AWR will be called upon to expedite the process. 

A strong advocate in the GOP will be called upon to eliminate the institutional barriers to this 
type of investment. These may include remission of duties on equipment, tax incentives, revision of 
banking regulations to ease the movement of capital to purchase assets or land (particularly if there is 
foreign ownership), and timely movement of materials through customs. The GOP will also be required 
to begin work on infrasti ucture necessary for the industry to succeed. These include improvement of port 
and rail facilities and communications systems. 
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Public Education 

Any national program must include a strong element of public education. Attitudes among the
general population, the private sector, and people within government must be attuned to the role that
private sector agribusiness plays in the economy. Attitudes must also be changed regarding the
responsibilities of the government and the private sector within the process. 

The private sector has a major role to play in the education process. Private sector trade
associations must be encouraged, not mandated, to develop training for students and teachers, government
employees, and other members of the private sector. The training must address the role of private
business witiin the economy as a whole, and within agroindustry, in particular. 

People must be educated to understand the linkages between the grower, the processor, and the 
customer in a market economy, because these linkages operated differently in the past. Although the
education process will be directed toward agribusiness, these linkages will be similar within other sectors. 

The most significant change in attitudes must occur on the part of the public, and on the part of
government employees. The public must begin to expect that government is in place to serve the public.
Ihis was not the traditional role of government within the command economy. 

People in government must understand that their purpose is to ensure that the public is able to 
operate within a well-defined administrative and regulatory framework, and that the rules are applied
objectively. It is the role of government to guard against abuse of the rules, and to revise policy to keep
pace with changes in the business environment. It is not the role of government to mandate that the
private sector undertake specific types of economic activities, or to involve itself in activities that the
private sector would undertake. The role of the government is to serve. It is up to the public to demand
this change. Only then will the government respond. It will be up to the private sector to take the lead 
in this process. 

CREATING A PRIVATE SECTOR
 
AGROINDUSTRY DEVELOPMENT POLICY MANDATE
 

Outline of Overall Policy 

The GOP must mandate a private sector agroindustrial development policy to highlight the
importance of the sector to the economy, and to ensure its viability. It must address the need for
domestic and international private sector investment. It must ensure that a cohesive strategy be developed
that addresses the constraints that were identified so that the investment can occur. It will require
coordination among many ministries, and it will require input from the private sector to determine the 
best ways to eliminate constraints. 

The GOP must remove itself from economic activities that should be undertaken by the privatesector. Financial resources in the form of equity and debt must be available to SMEs. Privatization must
be viewed as one part of the strategy, and policy implementation must be brought to the local level as
much as possible. It must be stressed that the role of government is to serve, and that it is the 
responsibility of the private sector to demand this. 
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Joint Public and Private Sector Forums 

The GOP, in collaboration with the private sector, should begin with the process of drafting this 
policy. To accomplish this, a series of forums should be held throughout Poland to seck local level input 
from the private sector, and regional and local government officials. The input from the public and the 
private sectors, those who implement the policy and those who are affected by it, will be used in drafting 
an umbrella agribusiness policy and a strategy and action plan to implement it. 

Role of GEMINI with Council of Ministers 

Based on the significant level of field research carried out within this assessment, the GEMINI 
Project could be available to coordinate this process. Working with a Council of Ministers and Private 
Sector Agroindustry Development Task Force created by Minister Eysmont, GEMINI should undertake 
the process of establishing private and public sector task forces in several voivods to develop a concensus 
as to what the policy should address, and how it should be implemented. 
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CHAPTER FOUR
 

PROFILE OF THE EDIBLE OIL INDUSTRY IN POLAND
 

This chapter reviews the agroindustrial sector with a focus on oilseed. It goes into a detailed
analysis of the industry and the difficulties the industry has had in operating successfully within a market
led economy. Chapter Seven suggests a conceptual model to be used as a method to transform the
industry into one that is viable, instead of one that is in decline. 

A secondary focus 'as the horticulture industry. The subsector analysis resultb are similar to the
oilseed industry, the differenc- being the size of the individual farms. The problem of inputs and marketlinkages are the same. A similar model could be developed to transform this industry into one that is 
dynamic and viable. 

The conceptual model used in this paper is not new. It has been used in many different parts of
the world. Multinationals with knowledge of the market have developed their raw material base, addedvalue to this base, and entered the market with a high quality product, competitively priced and 
profitable. 

In 1986 th- Polish oilseed industry produced 1.6 million tons of rapeseed. The production of
rapeseed in 1992 was less than one-half of the 1986 production, partly because of the inefficiencies that
surfaced during the change to a market-driven, profit-oriented economy. The agroindustry sector analysis
demonstrates the need to secure markets at all levels (farmer to crushing plant), the need for high quality
inputs (new hybrid varieties of high-yielding seed with a short growing season, fertilizers, and pesticides),
and management assistance to understand and prepare business and marketing plans. The starting point
is the Oilseed Production and Procurement Company, which will provide the inputs and raw material
marketing outlet, and begin the process of market analysis for value-added products (bulk oil, compound
feed, processed and packaged meats, and branded refined oil and margarine). 

DOMESTIC PRODUCTION AND DEMAND 

World production of rapeseed is estimated at 26 million tons, 16 with Poland producing .7 million 
tons in 1992. The major rapeseed-producing areas are: China, 7 million tons; India, 5.6 million tons;
European Community, 6.2 million tons; and Canada, 3.9 million tons. 

In 1992, Poland is cxpected to expo:'t 200,000 tons of rapeseed, 7 primarily to the European
Community and Mexico. This figure is down significantly from the 668,000 tons 8 exported in 1990. 

6 Oil World Statistics Update, July 24, 1992 (6 Rape-13). 

17 Interview IBA Corporation (ConAgra), Mr. Robert M. Jarosinski, October 4, 1992 

S Oil World Annual 1992, April 1992, (Europe: Poland-127). 



28
 

This is because of a lack of working capital for state farms and SOE processors, rising cost of farm 
inputs, unsatisfactory prices received for the crop, lower domestic production caused by drought, and a 
breakdown in the traditional market linkages. 

Present production capacity of the rapeseed oil extraction plants in Poland is .8 rrmillion tons. 9 

An additional .1million tons of production capacity isexpected to become operational in 1993. The GOP 
has had to import refined oils and oilseeds for crushing (soybean) to supplement locally produced oil to 
satisfy the domestic market. 

The majority of the Polish domestic i'apeseed crush (after exports) is used to manufacture 
margarine. The margarine market in Poland is estimated to be 7 kilos per person, for a total national 
market of 268,000 tons per annum. 20 Given present domestic extraction and processing technology,
rapeseed oil used in the manufacture of margarine in Poland offers processors the highest value-added 
potential if domestic rapeseed oil is used. The domestic market demand for margarine is supplemented 
by higher-cost imported margarine. 2 

Domestic demand for rapeseed meal has declined 21 percent in the last two years because of the 
preferences of feedmeal users for imported soybean meal.2' Some of the change in preference toward 
the imported product is because of poor marketing and lack of effort of local producers to educate the 
consumer about the positive value of the loc;al product. The total domestic market demand for oilseed 
is estimated to be 843,000 tons. Of this, 400,000 tons' are rapeseed meal and 443,000 tons' are 
soybean meal. Poland expects to export 30,000 tons of rapeseed meal in 1992. 2 

A potential exist for producing au :mobile fuel out of rapeseed oil.26 The research is not 
complete and a commercial chemical process has not been defined. 

Rapeseed is grown throughout Poland, but production centers on areas with better soils and larger
concen:rations of state farms (southwestern and northwestern Poland). Of 49 provinces, 12 produce
almost 70 percent of the crop.27 SOFs produced 76 percent28 of the rapeseed grown in Poland in 1991. 

'9Agro Serwis No. 11, September 16-30, 1992, p. 1. 

0 Interview, Bielmar, Mr. Zdzislaw Then, September 14, 1992. 

21 Interview, Bielmar, Bielsko Biala, Mr. Zdzislaw Then, September 14, 1992. 

Oilseeds and Products, American Embassy, Warsaw, Poland, April 1, 1992, page 27. 

23Ibid. 

24 Oil World Annual 1992, April 1992 (Europe: Poland-125). 

' Institute for Agriculture and Food Economics, Market Research Department, June 1992, p. 24 (rapeseed 

meal exports in 1989, 45,000 tons; 1990, 112,000 tons; 1991, 164,000 tons). 

:6 Interview, Bispomas, Mr. Jerzy Butowski, October 13, 1992. 

27 Oilseeds and Products, American Embassy, Warsaw, Poland, April 1, 1992, p. 15. 

Oilseed and Products, American Embassy, Warsaw, Poland, April 1, 1992, p. 15. 
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Rapeseed production has decreased by 21 percent during the last year. SOFs suffered from a lack of 
management, capital, and a stable market during the transition to private ownership. 

Based on present production, there is a deficit of 600,000 tons of rapeseed if Poland were to
supply 100 percent of its domestic needs and satisfy all current export orders. The export market
potential of rapeseed oil is far greater than Poland's present production capabilities. A primary limiting
factor is the present status of the oil extraction processing plants. The extraction technology is outdated.
The lack of capital, poor management, and insufficient export market li nkages affect the industry's ability 
to effectively compete. 

Production and Marketing Constraints 

Production constraints originate with the state-owned extraction plants (primary purchasers of
rapeseed), which do not contract for product with the private farner prior to the growing season. The
mentality of management is that contracts benefit only the farmer.29 Because of traditional marketing
linkages, processing plants have developed a special relationship with the SOFs, relying or the farms to 
supply the processing plants' major raw material needs. 

The breakdown of these traditional linkages as a result of privatization' and transition to amarket economy finds the processing plants in a situation where the SOFs alone cannot provide sufficient 
raw material to the plants. The extraction plants tlien turn to private farmers. The farmers are
increasingly unwilling to grow rapeseed because of insufficient returns as input costs have skyrocketed.
Farmers presently grow rapeseed primarily as a rotation crop with wheat. This enables farmers to take
advantage of the high fertilizer content remaining in the soil after a rapeseed crop is harvested. For
growing rapeseed to be profitable, private farners calculate that the rapeseed price should be 50 to 80
percent higher than current prices paid for wheat (this method of calculating rapeseed price is used
throughout Poland). However, farmers do not apply proper cost accounting principles, and neglect to
attribute some of the inputs applied to the rapeseed crop .s part of the costs to grow wheat. Therefore,
the targeted rapeseed prices farmers perceived are necessary to be profitable are not correct. 

Because of a lack of working capital, low crop prices, and increased input costs, farmers havereduced their usage of inputs. In 1991 farmers decreased their use of fertilizer by 42 percent, to 95
kilograms per hectare.3 In 1992 they continued to reduce the amount of inputs used on rapeseed,
further reducing yields. 

As mentioned earlier, ARR is a government agency with a mandate to stabilize economic
conditions in commodity markets to protect farm incomes. ARR works with a basket of specific
commodities. It will purchase surplus product in the domertic market (surplus as determined by its
forecast), and identify export markets for the producers, or hold product in storage for future domestic 
use. ARR does not purchase commodities from individual producers; rather, it purchases bulk product
from central processors. 

2' Based on comments made at interviews with farmers and state-owned extraction plants. 

1 Some state-owned enterprises have been liquidated under the State Enterprise Law because of theirfinancial standing. Voids have been created. In many instances, nothing has filled the void. Growers and 
processors do not know how to respond. 

"1Oilseeds and Products, American Embassy, Warsaw, Poland, April 1, 1992, p. 14. 

http:farmer.29
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ARR will also provide bank guaranties to selected enterprises. In the case of grains (wheat, rye, 
and barley), ARR gives some of the state-owned grain enterprises a 50 percent advance payment for crops 
at the start of the growing season. The money is forwarded to growers for inputs. The farms then sell 
their product to the state grain enterprises. If, based on the harvest, ARR forecasts a shortage, ARR will 
make arrangements to import commodity to forestall significant consumer price increases. 

This is a case of a government agency intervening to "fix" a problem. The situation in Poland 
is such that there are too many components of the production system that require fixing, and the financial 
and marketing interventions of the GOP do not eliminate the constraints that disrupt the proper
functioning of the integrated agribusiness activities. Instead of undertaking its traditional intervention 
activities, the GOP should formulate policy that will remove the need for them. The ARR currently 
serves as financier, trader, forecaster, and stabilization watchdog. Most of these functions should be 
undertaken by the private sector (banks, private trading companies, private commodity markets), and 
ARR should function only as a forecaster of prices for commodities and for agricultural inputs, and 
disseminate this information for use by the private sector. The forecasting role should include the range 
of commodities produced domestically that offer Poland a comparative advantage. The agency I is been 
given a mandate to participate in income-generating activities because it only receives a portion of its 
funding from the state budget. The GOP should revise this policy and provide ARR with all of its 
funding from the state budget. ARR should extricate itself from the conduct of business activities that 
should be performed by the private sector.32 

The cost of moving product domestically from the point of production to the market is costly.
Rail transport, that is currently owned by state enterprises, can be as much as 40 percent more expensive 
than transport by truck, depending upon transport zones.33 Several private trucking companies have 
emerged. Although rail transport can sometimes be expensive, transporting bulk commodities by truck 
in areas where no rail lines exist can be extremely inefficient and costly. An efficiently operated rail 
network could significantly reduce costs and make products more cost competitive internationally. The 
GOP must review the financial situation of the state railway system and identify whether the private sector 
can operate it more efficiently. 

The state-owned rapeseed extraction and processing plants are not able to meet domestic market 
demand. The individual conditions vary, but a constant theme is ignorance of how to operate a 
commercially viable busiiiess in a market economy. Companies lack marketing plans. Due to the 
structure of the command economy, factories were not in a position to have to concern themselves with 
market share or consumer needs. Processors were given target, by central planners about what to 
process, and state farms were told what to grow based on what the processors would need. Private 
farmers provided product to cooperatives at prices established by the processor, and the cooperative fed 
these products into the state processing system. Insome cases, farmers provided product to a state farm, 
or directly to a state-owned processor. 

Since the move to a market economy, many state farms and state enterprises find themselves in 
financially difficult or insolvent positions. State farms are unable to supply all of the raw material needs 
to the extraction plants. The move to a market economy has also meant that traditional methods of 
determining production are changing. Enterprises must learn to identify who their market is. Production 

32 Interview, Agencja Rynku Rolnego, Agriculture Market Agency (ARR), Katowice, Ms. Krystyna 
Krystian, September 18, 1992. 

33 Interview, Morski Port Handlowy Gdynice S.A., Mr. Mariusz Guminski, October 12, 1992. 

http:zones.33
http:sector.32
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should be determined to satisfy the demands of the market. Many enterprises do not understand theimplications of this change. As a result they have not done any forward contracting with private farmers
in anticipation of any shortfalls of raw materials from the state farms. This results in the need to import
raw material for the processing companies. If the processors had initially identified who the market was
and how large it would be, they could have avoided shortages by forward contracting with private 
growers. 

A market economy also means that if one cannot compete efficiently, one will be forced from the
market. Many of the state farms and state enterprises are not economically or financially viable in the 
present market. Lack of financing isone reason why state farms cannot purchase inputs to grow product
for the processors. Many state processing plants cannot access financing to purchase raw materials they
need from the state farms. Private farmers generally want to deal on a cash basis. Therefore, some
processing plants cannot contract vith private farmers even if they wanted to. 

Market Information Services 

Lack of market information begins at the farm level with the private farmer. Farmers need
information prior to planting to determine whether or not rapeseed or any other crop will be profitable. 4 

A major missing link with farmers, middlemen, wholesalers, distributors, and retailers is up-to
date information on market prices of agricultural commodities. Poland has an extensive network ofregional agricultural extension services (ODRs). Some ODRs have already begun to incorporate
commodity prices and input costs into their monthly informational bulletins that farmers subscribe to. 
This information could be standardized and distributed through all ODRs. 

Newspapers currently publish commodity price information in the financial section. Onceparticipants begin to understand that this type of information is necessary to make business decisions, it
would encourage the development of private sector agricultural publications catering to the needs of the
agribusiness sector. The dissemination of information to the marketplace needs further review. 

Export Facilities and Services 

A caveat of marketing is that if one cannot ship product, one should not produce it. If Poland
is to compete successfully in the world economy, the GOP must take drastic steps to improve port
facilities. Waterways and elevator storage facilities at Polish ports are a problem. There are three major
ports with elevators: Szczecin, Gdansk, and Gdynia. 

The port in Szczecin consists of two harbors: Swinoujscie for larger vessels, and the inner harborof Szczecin for 20,COO ton ships (draft of 9.15 meters). The port ia Szczecin also provides barge service 
to Berlin along the Odra River. The port has three elevators, all owned by the government. Two have 
a capacity of 5,000 tons, and one has a capacity of 50,000 tons. 

The government has contracted out the service operations of the largest elevator for a two-year
period to the Enterprise for Port Elevator Services (Przedsi~biorstwo Uslug Portowych Elewator [EWA]). 

" Interview, private farmer, Mr. Bogdan Nowak, Koszalin, October 6, 1992. 
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EWA was privatized in 1991. It is a joint venture between the Port Authority and former employees. 
Employees own 55 perce.,t of the shares, and the remaining 45 percent is owned by the Port Authority 
(the Ministry of Transportation is the founding body of the Port Authority). 

The elevator equipment is old and requires modernization. The cost of repairs is to be financed 
from EWA's profits. Rowever, EWA has only a two-year contract to operate the equipment. Activities 
at the elevator include - ttiving, storing, and loading and unloading grains, beans, oilseeds, and feeds. 
The elevator can load 100,000 tons per month. It has the capacity to semiclean, mix, and fumigate. It 
has seven inlets and outlets and can perform seven activities simultaneously. The weighing scales are 
considered precise (I kilogram per ton maximum error). Management believes this elevator is one of 
the most flexible and efficient elevators in Europe. 

There are several limiting factors to this operation. Shipping costs for large vessels increase 
significantly because they cannot enter the inner harbor because of clogged waterways (silt). Larger ships
have to remain in Swinoujscie, and be loaded and unloaded by barge from Szczecin. This defeats the 
purpose of using larger ships to reduce unit costs of shipping. Even if this problem were corrected, 
EWA's operation would be limited because of the small storage facilities and the relatively low loading 
capacities. These facilities desperately need to be upgraded. EWA certainly has no incentive to do this 
if it has only a two-year contract.35 

The port of Gdansk has a 7,000-ton elevator and services ships up to 8,000 to 12,000 tons (draft
of 8.5 meters). It does not have a problem with waterways clogged with silt. Its major constraint is the 
small size of the storage elevator that significantly limits the size and number of vessels that can use this 
port. The GOP should immediately determine whether this facility is financially viable. Given the 
minimal storage facilities available, it is highly likely that it does not make sense to keep this port open. 
Gdynia is nearby and i' 'ias the capacity to service larger vessels. 

The port of Gdynia has a 12,000-ton elevator and can load ships up to 55,000 to 60,000 tons with 
a draft up to 11 meters. The Morski Port Handlowy Gdynia S.A., manager of the Gdynia port and the 
12,000-ton elevator, is a joint stock company wholly owned by the State Treasury. There are plans to 
privatize it by identifying a foreign joint venture partner. A business plan is being prepared, and 
privatization is scheduled for January 1993. There were no indications of potential joint venture partner 
prospects. The essential elements of the business plan are to: 

* Create bonded warehouses; 

* Create tax free zones; 

" Establish joint ventures for port services; 

" Create service centers (maintenance, repairs, and so forth); and 

* Start a new ferry line to Scandinavian countries. 

The 12,000-ton elevator at the Gdynia port is 70 years old. It has been named one of the three 
historical monuments in the city. Construction is in progress to install a US $12 million grain-handling 

" Interview, Przedsiebiorstwo Uslug Portowych, Enterprise of Port Services Elevator EWA, Danuta 
Niedzwiecka, October 9, 1992. 
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system to replace one that became nonfunctional because of age. The completed project will enable
loading of 350 to 400 tons of product per hour. The project was scheduled to be completed by December 
1992. However. funding is not in place to complete it. 

The second stage of modernization includes construction of an additional 25,000-ton storage
elevator. Management intends to establish a joint venture to finance this, and is seeking a foreign
partner. The existing elevator has separate cells that can receive different types of grains simultaneously.
It has fumigation facilities, drying and cleaning facilities, scales, and a laboratoy for quality control 
testing. A temporary floating storage barge is used (12,000 tons) to increase present elevator capacity. 

The Port Authority finds it difficult to keep the waterways and docks clean from silt. Present 
storage capacities at the port are exceedingly small. This makes loading a large vessel extremely time
consuming, and therefore costly. The Port Authority should have increased storage capacity while 
modernizing the loading system. 

The Port Authority is actively looking for joint venture partners with foreign capital to finance
the necessary upgrades. It will be partnering with Central Soya, a U.S. firm, to build a warehouse and 
terminal for reloading animal feed and fodder for shipment to Czechoslovakia, Russia, and Byelorussia. 

Agros, Rolimpex, and Polcop are three companies that currently ship rapeseed from Gdynia. In
1992, they shipped 34,000 tons of rapeseed and 18,700 tons of rapeseed meal. In prior years, the Port
Authority shipped 100,000 to 130,000 tons of rapeseed from Gdynia. The Port Authority anticipates
competition from the Rostocl: port in eastern Germany that has a 50,000-ton elevator. It will be able to 
service larger ships more efficiently.36 

Polcargo International LTD, is one of the companies offering a complete range of technical 
services in all major areas of international commodity trade. Its head office is in Szczecin, with branch 
offices in Swinoujscie (bulk cargo sea port), Poznan (international trade center), Rzepin (large frontier 
crossing), and Rotterdam (largest port in the world). Polcargo has divisions servicing food and 
agriculture, chemicals and minerals, bulk cargo, and general cargo. 

After 40 years of operations as a state-owned enterprise, Poicargo was privatized by employees
in May 1992. During privatization, the organization was divided into several independent privatized
units. Recently, Polcargo started a complete export and import service for its clients. It provides third
party inspection services, negotiates prices for cargo storage at ports, arranges correspondent banking
relationships, and completes and processes all paperwork necessary for shipment of freight. This kind 
of activity is extremely important for small companies, as their knowledge about exporting and importing
is normally limited. Last year Polcargo exported 300,000 tons of rapeseed." 

PRODUCTION CONSTRAINTS 

A market-driven production system means that one does not produce unless the producer has 
identified a market in which he can economically compete. A producer must therefore identify the costs 

Interview, Morski Port Handlowy Gdynia S.A., Mr. Maruisz Guminski, October 12, 1992. 

7 Interview, Poicargo, Szczecin, Mr. Zygmunt Makala, October 9, 1992. 
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of production that include labor, raw materials, technology, finance, policy, and regulation. Market 
reliability and stability are necessary in some or all of these areas to make production competitive. 

The rapeseed industry in Poland lacks the necessary reliability and stability in the aforementioned 
areas for it to be economically competitive. The result is a decline in production, causing severe 
disruption for processors and for other participants in the system. 

Farm Structure 

Poland's agricultural sector is comprised of 18.72 million hectares of arabie land, or 60 percent
of the country. Approximately 76 percent of this land is owned by the private sector. Polish private
sector farms are predominantly small in size. Approximately 56 percent of farms have Jss than 5 
hectares, and 82 percent of the farms have less than 10 hectares. Only 0. 1 percent of far ,is have 15 
hectares or more. Conversely, state farms average 4,000 hectares in size. 8 

Production of rapeseed on state farms decreased from 69 percent in 1988, to 66 percent in 1989. 
The state farms' market share of rapeseed production increased to 72 percent in 1990, and to 76 percent
in 1991.' However, overall production of rapeseed by the public and private sectors declined during 
this period. 

Cost of Inputs 

In the United States the fertilizer costs to produce one hectare of rapeseed is US $98, or 42 
percent of direct costs. This is compared to fertilizer costs in Poland of US $146 per hectare, or 71 
percent of direct costs.' The cost of superphosphate fertilizer in Poland has gone from US $50 per ton 
in 1990, to US $175 per ton in 1992. 4' 

EXPORTS OF t'OLISH RAPESEED 

Dreyfus is a major purchaser of Polish rapeseed. It has a Polish company called Anco that 
purchases and exports rapeseed on local trading companiesits behalf. Several sell their rapeseed to 
Dreyfus. Dreyfus provides prepayment to secure its position in the market, and ships much of the Polish 
rapeseed to the ConAgra plant in Mexico. 

Agros is a major Polish trading company for grains and agricultural products and has been in 
business for four years. It isa major supplier to Dreyfus. It is undergoing privatization, with 30 percent 

"sBusiness Opportunities in Poland, A Guide to Agricultural Ventures, Econolynx International Ltd. Ottawa, 
Canada, March 1992, p. 15. 

31 Oilseeds and Products, American Embassy, Warsaw, Poland, April 1, 1992, p. 15. 

' Regional State Farm Restructuring and Privatization, Worclaw, Poland, Chemonics International 
Consulting Division, Washington, D.C., March 1992, p. H-34. 

41 Interview, Agricultural Sector Adjustment Program, Mr. Taduesz Peczek, November 4, 1992. 



35
 

of the shares remaining state owned because of a permit necessary for alcohol production. Agros obtains 
prepayment from Dreyfus. This enables it to prepay for rapeseed purchases from its suppliers. The six
middlemen Agros purchases rapeseed from receive a commission of 5 percent. In 1992 Agros contracted 
through its middlemen for the purchase of 100,000 tons of rapeseed for export, but received only 70,000
tons because of the decline in rapeseed production and growers not honoring contracts. 2 

Rolimpex is a 40-year old state-owned enterprise that also purchases rapeseed. It should begin
privatization in 1993. It is an oligopoly with activities in agricultural production, transportation, storage,
and distribution. It has formed joint ventures with local partners for domestic activities in many areas,
including food processing. 

Rolimpex contracts with individual rapeseed farmers for product. It provides partial payments
to farmers for the purchase of inputs. In 1992, some farmers could not meet their contractual obligations
because of the drought. Rolimpex advised that there are no penalties in the contracts for nondelivery."
It sells its rapeseed to Dreyfus for export. 

ConAgra isa transnational company that has an office in Warsaw to manage its import and export
business. ConAgra's interest in Polish rapeseed is tied to its 800,000-ton oil-extraction plant in Mexico.
In spite of the significant inconvenience of purchasing and shipping rapeseed from Poland to Mexico,
ConAgra is undertaking this activity because it is profitable. ConAgra is also interested in purchasing
Polish rapeseed to supply edible oil product to the Japanese market. In 1992, ConAgra expects to expox't
100,000 tons of rapeseed from Poland. It paid a contract price of US $198-$205 per ton. The curreat 
price being offered for Polish rapeseed is US $230 per ton. 

ConAgra purchases product from the State Grain Enterprise (PZZ), which has locations
throughout Poland. ConAgra works most closely with the centers in Opole and Szamotuly. When
entering into a contract with PZZ, ConAgra provides PZZ with a 40 percent advance after receiving bank 
guarantees from its U.S. bank (Chase). 

ConAgra uses the Enterprise for Port Elevator Services (EWA) at Szczecin to load 2 3,000-ton
ships. ConAgra would prefer to bring in larger ships. Problems mentioned earlier regarding silted 
waterways and insufficient storage capacity prevents it from doing so. 

ConAgra uses Polcargo for third-party inspection work. Polcargo inspects moisture content, acid 
content, and oil content of the rapeseed. ConAgra had considered using Ukrainian rapeseed but was 
forced to reject it because of radiation and overall poor quality." 

42 Interview, Agros, Warsaw, Ms. Malgorzata Polchlopek, October 5, 1992. 

3 Interview, Rolimpex, Warsaw, Mr. Jerzy Michalowski, October 5, 1992. 

4Interview, ConAgra, Warsaw, Mr. Robert M. Jarosinski, October 4, 1992. 



36
 

CURRENT TECHNOLOGY
 

The agricultural sector in Poland is labor intensive when compared to Western European
countries.45 One reason for this is the structure and dispersed locations of many small farms. It is also 
because of the inequitable distribution of machinery and equipment to state farms. Much of the 
equipment available is used inefficiently and is obsolete.' 

There is a demand for appropriate technology using modern, energy-efficient agricultural
machinery and equipment, particularly catering to the needs of smaller farms. " Most state farms have 
the equipment to grow, combine, dry, and store rapeseed. For Poland to compete in the international 
marketplace, some of this equipment will have to be replaced or updated.4" 

The oilseed extraction plants vary in their degree of technology, but most have pre-war extraction 
equipment. None of the extraction plants uses a solvent extraction method. The present process used 
adds benzine to the rapeseed after the rapeseed has been heated and crushed. This is done to recover the 
oil remaining in the crushed seed. The solvent extraction technology is a more modern system. The 
equipment is more reliable, more energy efficient (and therefore less costly), and has greater longevity.49 

Seven of the eight plants also produce margarine, most with equipment purchased in 1989. The 
Bolmar plant located in Bodaczow has pre-war extraction equipment. A new building was constructed 
for new margarine-processing equipment, but the new equipment was never purchased because of a lack 
of financing, so the building sits empty. The company is operating at a fraction of its capacity because 
it lacks the cash flow to purchase needed raw material, and it cannot get financing from the bank.' 

The Bielmar plant (Bielsko Biala) is operating at full capacity for margarine production. All of 
the extraction equipment is used to supply oil for the margarine operation, and so there is no extraction 
capacity available for refined oil production. There has been interest from a Polish company to purchase
the Bielmar plant, but the workers would prefer to develop their own privatization plan.5 

The Slaskie Zaklady Przemyslu Tluszczowego plant in Katowice is located in a region that does 
not grow rapeseed. It produces margarine from refined oil produced at other plants. The plant is 
operating at a fraction of its capacity because it has no money to purchase raw material. The plant has 

5Business Opportunitiesin Poland,A Guide to AgriculturalVentures, Econolynx International Ltd., Ottawa 
Canada, March 1992, p. 15. 

46Ibid, p.17. 

4 Ibid. 

Interview, State Farm, State Land Property Agency, 62-071 Konarzewo k/Poznania, Poznan, Mr. Jan 
Tadeusz Baier, September 30, 1992. 

41 Investment Opportunitiesin the Oilseed Sector of Pakistan, Ronco Consulting Corporation, Agri-Bi-Con 
International (Pvt.) LTD., draft October 21, 1991, p. 67. 

5' Interview, Bolmar, Bodaczow, Mr. Stanislaw Czuk, September 7, 1992. 

51 Interview, Bielmar, Bielsko Biala, Mr. Stanislaw Babinski, September 14, 1992. 

http:longevity.49
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large amounts of warehouse space sitting idle. The company presently has no marketing plan. A foreign 
company has expressed interest in a possible joint venture privatization. The employees had put forward 
a privatization plan that was rejected by their bank.52 

The Wielkopolskie Zaklady Przemyslu Tluszczowego Szamotuly plant (Szamotuly) is the oldest
extraction plant in Poland (1910), and it is expected to be closed next year. A new US $100 million oil 
extraction plant will take its place. This is the only plant that does not produce margarine. The refined 
oil is sold in bulk to local bottling or margarine plants.53 

The Kujawskie Zaklady Przemyslu Tluszczowego plant (Kruszwica) is the largest plant in Poland,
processing 280,000 tons of rapeseed yearly. The plant manufactures margarine, and also sells oil to other 
locations for margarine production. This plant used to supply the Katowice plant with oil. It has ceased 
doing so because Katowice fell behind in payments. This plant has an excess supply of rapeseed. The 
manager indicated that the plant would hold it in storage in anticipation of price increases caused by
product shortage. 

MANAGEMENT 

The Polish rapeseed industry is experiencing a management crisis. The primary growers of
rapeseed are the state farms. Their traditional market has been the domestic extraction plants. These 
linkages are crumbling because of the inability of the farms and processors to operate efficiently in a
market economy, thereby forcing them to close. Management must reorient itself to the rigors of a
market-led economy. This applies to state and private farms and to processors. Management decisions 
must be based on economic and financial principles. Marketing plans must be prepared to determine 
growing and production requirements. Cost accounting and financial analysis must be applied to
determine if production can be competitive. No tradition exists in Poland to apply these principles. Few
people presently in management poskions already possess these skills. Management must move from
basing decisions on traditions, toward making decisions on what makes economic and financial sense. 
Stated simply, if it cannot be done profitably, do not do it. 

GOVERNMENT AND STATE-OWNED ENTERPRISE
 
CONSTRAINTS AND OPPORTUNITIES
 

The cost of fertilizer produced in Poland's state-owned enterprises has increased by 250 percent
in the last three years.' The higher fertilizer price coupled with market uncertainties is causing 

52 Interview, Slaskie Zaklady Przemyslu Tluszczowego, Katowice, Mr. Ryszard Korczyk, September 18, 
1992. 

" Interview, Wielkopolskie Zaldady Przemyslu Tluszczowego Szamotuly, Szamotuly, Mr. Zdzislaw 
Andrzejewski, October 2, 1992. 

"'Ministry of Agriculture and Food Economy, Institute of Agriculture and Food Economics, Agricultural
Market Agency, Rape Production and Market Present Conditions, June 1992, p. 11 (fertilizer cost per hectare,
1989 zloty 68,300, 1990 zloty 804,000, 1991 zloty 1,180,000, estimated 1992 zloty 1,180,000. 

http:plants.53
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farmers to cut back on their fertilizer usage, further reducing crop yields." The trend of continually
rising input costs combined with market uncertainty is expected to continue. This will further reduce crop
yields, resulting in less profit for the farmer. This will create a general crisis in agriculture. 

Until recently the domestic rapeseed market has been at the mercy of the state-owned extraction 
plants. Many of these plants are reaching the point of financial insolvency. A few have indicated an 
interest in privatizing, and whether they will be able to operate as viable companies remains to be seen. 
Private sector traders, exporters, and processors have not yet been developed to replace the void created 
by the paralyzed SOEs. Even those enterprises that are doing the majority of domestic procurement, 
Agros and Rolimpex, are state-owned companies. 

The state-owned farms and the extraction plants are finding it difficult to privatize. There is 
inconsistency in the GOP's attitude toward the entities, as evidenced by the functions and authorities 
granted to the Agricultural Property Agency versus the Ministry of Privatization. There is general
confusion as to how to prepare a business plan and where to find interested partners to invest in a 
business. 

The economic reforms of 1989 have meant a cessation of the constant flow of financial resources 
from the state budget and state-owned banks. PGRs and SOEs have been left to determine how to access 
the financing required to purchase needed raw materials. This has created a situation where the farms 
and SOEs are using available cash to operate on a day-to-day basis - because banks no longer want to 
provide financing - and are accepting below-cost prices from distributors simply to meet daily expenses. 

Poland has a total grain and cereal storage capacity of 10 million tons. PZZ has major storage
facilities (4.5 million tons). PGRs have 3 million tons, and rural cooperatives and collectives have 1.6 
million tons." Traditionally PZZ has been the major purchaser of rapeseed in Poland, buying from both 
the SOEs and private farmers. In 1989, it purchased 1.26 million tons, or 88 percent of that year's 
crop.57 It is well-equipped with driers. 

The state farms also have their own driers and storage facilities. They are currently working
directly with the extraction plants, acting both as a producer of rapeseed and as a drying and storage unit. 
In some cases, PZZ has been cut out of the process altogether." The traditional marketing links are 
changing. Farmers lack reliable markets and forward contracts with entities that can dry and store 
rapeseed. As a result, they are reducing their overall production of rapeseed and seeking alternative 
crops. 

The Instytut Hodowli I Aklimatyzacji Roslin (IHAR) has three branches dedicated to genetic seed 
and plant research and growing of parent seed stock in Poland. Poznan works with rapeseed, Krak6w 

55 Annual Report, Oilseeds and Product,American Embassy, Warsaw, Poland, April 1, 1992 p. 15. 

56 P.land Agriculture Sector Adjustment Loan Supporting Volumes, Report No. P-5685-POL, Volume H, 
The griculturalMarketing and Processing Sector, p. 128. 

17 Ibid, p. 126. 

" Interview, Wojwwodzkie Przedsiebiorstwo Przemyslu Zbozowo Mlynarskiego (PZZ), Koszalin, State 
Grain Enterprise, Mr. Albin Badower, October 8, 1992. 
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with grains and fodder for animals, and Bydgoszcz with root plants (potatoes and beets). This institute
has created the "double zero" rapeseed variety, which is low in uric acid and is of export quality. 

For the rapeseed industry to maintain a regular annual source of "clean" seed stock, there needs 
to be a supply of "mother stock" to produce certified rapeseed. In conformance with GOP regulations
this mother stock must be grown at the Institute for Plant Breeding and Acclimatization (IHAR). Because 
of budget constraints, funding to IHAR has been reduced and the agricultural land used by IHAR is to
be privatized. There is concern as to how to continue the production of this mother stock. If it is not
available, the quality of rapeseed will deteriorate as a result of cross pollination. This will cause the
weakening of genetic materials, and will result in plants that produce less oil. The lack of certified
rapeseed will be a major constraint to the growth of the industry. 9 The GOP presently does not allow 
the private sector to develop and sell original seed stock. 

IHAR has been working on developing a 120-day spring variety of rapeseed and has had marginal
success with this new variety because it produces 30 percent less seed than the winter rapeseed. The
lower yield does not encourage farmers to plant the spring variety nor has IHAR placed spring rapeseed 
as a priority. 

Research on a 120-day sunflower seed has also been conducted by IHAR at the Borowo
k/Poznania research station. There are two Polish varieties, Lech and Wielkopolski, with a yield of 2 
tons per hectare. They have a growing season of 145 days, which isstill more than the desired 120 days.
One of the difficulties with the Polish variety is harvesting, because the plant grows too high for the
harvesting equipment. IHAR estimates 80 percent of the work to tdapt a new variety to Poland has been
completed. Another four to five years are required to complete the development of the hybrid. 

IHAR tested, without success, ':wo non-Polish varieties of sunflower: francosoli from Cargill and
emil from Pioneer. Cargill is continuing to test varieties at the Poznan Agriculture University, Przybroda
research station.' Cargill has planted 20 hectares on the state farm at Konarzewo k/Poznania to
continue research on identifying a variety that is adaptable to Polish conditions. 6' 

The dramatic increase in input costs has had an effect on the production of rapeseed. Unless the grower, PGR, or private farmer knows that tt.. market price offers a profit on the crop, the crop will not 
be planted. The grower " ill seek a crop that provides a more certain profitable outcome. 

One of the reasons the gr,'ver has continued to grow rapeseed in spite of market insecurity is its
traditional use as part of a crop rotation program. Rapeseed's value is derived from the fertilizer that
the farmer has used on it, and that remains in the soil after the crop has been harvested. The grain crop
which is planted after the rapeseed, such as wheat or rye, which is the primary crop, benefits from the
fertilizer already in the soil. t'his practice limits the production of rapeseed to the amount of grain to be 
grown. This further demonstrates the need to introduce proper cost accounting and financial analysis 

" Interview, Instytut Hodowli I Aklimatyzacji Roslin (IHAR), Institute of Plant Breeding and 
Acclimatization, Mr. Piotr Pokojski, October 4, 1992. 

60 Interview, Instytut Hodowli I Aklimatyzacji Roslin (IHAR), Institute of Plant Breeding and 
Acclimatization, Ms. Piotrowska Aleksamdra, October 7, 1992. 

6 Interview, State Farm, State Land Property Agency, 62-071 Konarzewo k/Poznania, Poznan, Mr. Jan 
Tadeusz Baier, September 30, 1992. 
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tools to the farm level so that the farmers can make informed, logical business decisions based on 
economics. 

Research on using rapeseed oil to upgrade (ecologically) diesel fuel is in its first stages of 
development. The rapeseed used in this industry can be grown on degenerated soils that would not be 
used to produce crops for human consumption. This would be an excellent method to revitalize these 
soils.62 

Experiments using rapeseed as a monoculture have shown a reduction in yield after five years. 
If, however, the monoculture is broken for two years, the same land can again grow rapeseed for an 
additional five years before experiencing another reduction in yield.63 

The development of a 120-day spring rapeseed crop is vital to the economic viability of this 
industry. Growers could realize a return on their investment within three months. This is a major 
consideration when compared to winter rapeseed, which has a 10-month growing period. Additional 
investigations should be undertaken to determine whether the 120-day variety can be utilized given Polish 
climactic and meteorological conditions. 

The development of a 120-day sunflower seed is important to the oil industry. It is a high value
added oil that can be grown economically. Cargill is actively looking for varieties that are suitable to 
Poland, and these should be forthcoming. In 1985-1986, for example, Russia produced 28 percent of 
the total world sunflower seed production (5 million tons). 6 Therefore there is every indication that 
sunflower can be grown successfully in this region. 

FINANCIAL CONSTRAINTS 

Farmers 

Private farmers have traditionally remained outside of the formal banking sector, particularly 
because the banks were viewed by them as an extension of the central government. Private farmers have 
developed a practice of self-financing. On one level, farmers are benefitting from this as they can avoid 
the necessity of borrowing money at interest rates of 50 percent. They are also able to avoid newer bank 
requirements of preparing a farm plan and business plan, for which they lack the skills. However, 
farmers have also suffered from this practice, as the ability to expand farm activities or to modernize 
equipment on a timely basis is tied directly to the cash he has available in his pocket. 

62 Interview, Instytut Przemyslu Miesnego i Tluszczowego, Institute for Meat and Oil Industries, Mr. Arthur 
Katzer, November 4, 1992. 

13 Interview, Main Academy of Agriculture-SGGW, Department of General Ag.iculture and Plant 
Cultivation, Ms. Alicja Gawronska, October 10, 1992. 

'6 USSR Oilseed Production, Processing, and Trade, U.S. Department of Agriculture, Foreign Agriculture 
Economic Report Number 232, September 1987, p. 2. 

http:yield.63
http:soils.62
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State Farms 

Since the economic reforms of 1989, state farms have come under increasing attack as they are
such an obvious symbol of the previous system. Their financial viability within a market-led economy
is doubtful, particularly because of the high levels of outstanding debt. As a result, banks have ceased
lending to them. Farms are then unable to purchase inputs. Production potential has declined, further
eroding their financial position. have ceasedMany farms repayments to banks on outstanding loans
because they simply do not have the money to repay them.65 Financial constraints are causing these 
farms to operate on a one-day-at-a-time basis. 

Cooperatives 

Cooperatives are in a position similar to that of the state farms. Many have high levels of debt,
and in their present forms are not financially viable. Banks have ceased most lending activities to the
cooperatives because of an expected change in the cooperative law. Unfortunately, the law has been underreview for almost two years without an indication of when the GOP will finish with the new legislation.
As a result, the cooperatives are being forced to finance all of their activities from remaining working
capital. Because of the financial insolvency of the state-owned enterprises, which are the traditional
outlets for the cooperatives, the financial position of the cooperatives will continue to deteriorate as the 
SOEs are unable to pay for merchandise. 

State-Owned Enterprises 

State-owned enterprises, if operating for profit and are market driven, face the same financial
constraints as private business. Cash management, debt financing and cost of credit are issues, as well 
as the need to have necessary financial information - profit and loss statements and a business plan -to make sound business decisions. If these SOEs are competing with private sector business under 
different rules, then they are restraining the private sector. 

Government of Poland 

Clear collateral rights prevent banks from providing credit to many potential customers. The
1934 Civil Code that governs these collateral rights was adapted for SOEs and cooperatives and does not 
protect private ownership rig.'ts. The GOP must revise the collateral laws so that banks' rights will be
protected, thereby increasing the willingness of the financial institutions to expand lending activities. 

The GOP must provide incentives to promote business development. Tax incentives and a stable
and reasonable tax environment are required. The GOP should develop free trade zones with on-site
utilities and infrastructure tailored to investors' needs. Reasonably priced and accessible transportation,
customs facilit:es, and a tax free status are a few examples of the needed improvements. 

5 Interview, Panstwowe Gospodarsiwo Rolne Michalow, Zamose, Mr. Andrzej Kitlinski, September 7, 
1992. 



43 

CHAPTER FIVE 

PROMOTION OF THE EDIBLE OIL INDUSTRY IN POLAND 

PRIVATE SECTOR REPRESENTATIONS TO GOVERNMENT 

Poland does not yet have private sector lobbying groups to represent the interests of farmers,
middlemen, processors, distributors, or recailers. The few groups that represent farmers, such as RuralSolidarity and Samoobrona, are more closely affiliated with political parties. There is no effectiverelationship between trade associations and relevant government agencies. Open and formalized
involvement of the private sector in policy formulation is limited. If there is private sector influence ithas taken the form of special pleading to establish preferential treatment for a few. A policy dialoguewith lobbying groups representing the agribusiness sector is ne,'essary so that the industry is not governedby policy that adversely affects the sector or constrains domestic agribusiness investment. 

PRIVATIZATION 

Privatization was intended to open the economy to private investment-led initiatives. This hasnot happened. The agribusiness SOEs are reducing their output because of the confusion during theprivatization process and lack of working capital during the transition phase. In the sectors studied(rapeseed and horticultural crops), related industries (input suppliers, middlemen, wholesalers) have been
adversely affected by the slow rate of privatization. 

BUSINESS ORIENTATION 

Management of SOEs still operates as though it were operating within a protected environmentrather than a free market. The knowledge of the marketplace is lmited. Marketing is generally based 
on factory gate sales, and what sells is low cost margarine with consumer sensitivity to quality.Therefore, management decisions have been to place all available raw material, in the case of rapeseed,into margarine. This decision was made in 1989 when the majority of the margarine equipment was
purchased for the SOE extraction plants, and has not changed. 

A basic principle of operating a successful business is to produce only when there is a profit.SOEs are producing products because they sell, rather than considering what can be sold profitably inlarge volumes. Market penetration is not a sport, it is based or rofit. The art ot marketing withoutprofit would be short lived. Street vendors know this principle and apply it daily to their businesses, yetbudding small businesses and SOEs have not fully grasped the impact of dealing with larger markets on 
a profit-only basis. 

Businesses here do not investigate a market to determine what will sell at a profit. One must first
understand how o calculate profit. A business plan showing a reasonable payback period on allinvestments, including payment of wages plus a profit gtfactorylto the investors, is a good starting 
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point. Second is testing the market, placing the product to be sold in a small regional market before 
starting what one "believes" will sell without any knowledge of market "ownership" (consumer acceptance
and brand recognition). If the test marketing of the product is satisfactory, then one would proceed with 
testing a larger consumer base. 

DEBT SERVICING 

SOE management realizes the need to manage cash flow, but management does not know how 
to accomplish this. Some SOEs have been servicing their debt, but most have debt that will have to be 
paid out of the sale of assets when privatizing. To understand cash flow and debt servicing, it is 
necessary to have a monthly profit and loss statement and a cash flow statement The yearly demand for 
operating capital has peak months (that is, purchase of raw material, inventory of packaging material,
finished goods in inventory), and these peak months' cash requirements have to be pi.Mned for in 
advance. When and how debt is serviced is another element of the cash flow statement. Many businesses 
can be profitable, but without cash flow management and debt servicing they will find they have no 
money to operate and will be forced to close. 

BUSINESS PLANNING 

The most difficult aspect of any business, and the most important, isdeveloping a business plan.
The business plan must be profit oriented. It makes a profit through the goods and services it provides,
and this is demonstrated in the plan. The business plan describes the business and location, has an 
analysis of the market and competition, lists assets (equipment), shows financial information (balance
sheet, profit and loss statement, cash flow statement) and reviews personnel (management, support
personnel, employees). It will show past performance and project into the future. 

STATE FARMS 

Many state farms are not privatized and are in various stages of restructuring. Management of 
the PGRs are required to switch from operating in a centrally planned economy to a market-driven,
profit-oriented economy. They have to develop a restructuring plan based on this new system, the result 
of which is general confusion. The farm employees thought privatization meant they would have 
ownership of the farm, and are sometimes disappointed to learn otherwise. Since the PGRs started 
operating in the new system, they must find their own market and york with their own resources. Large
farms must sell their crops as soon as possible to pay for the inputs required to grow the crops. Te SOE 
processing plants that were own cash flowthe marketing outlets for the PGRs have their problems,
causing the PGRs to seek other buyei's. The buyers with cash pay less for the commodity, and this gives
the PGRs less operating capital. Therefore, fewer inputs are purchased, debt repayments are not made, 
ard farm output is reduced. (This year Poland will import 1.5 millon tons of grain.) Financial planning
has all but stopped. Farm plans are not being done and the farms are operating on a day-to-day basis. 
Poland has the capacity to be self-sufficient in grains and oilseeds at the farm level. The missing linkages 
are to the market place. 
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COOPERATIVES 

There is uncertainty concerning ownership of cooperatives. There is a new cooperative law under
consideration, but until it is passed no one knows what is allowable. Under the old law, privatizationis not addressed and cooperatives cannot be forced to privatize or liquidate. If the cooperative decides 
to liquidate, the assets revert to the state treasury after members receive the value of their initial 
investment. 

Cooperatives, like PGRs, are not market oriented. Managers often lack the necessary skills tooperate in a market-driven, profit-oriented system. They are subject to the same conditions as PGRs in
needing to sell their crops at harvest to have needed operating funds. Because of a lack of marketinformation, the cooperatives grow what they can afford to grow from available cash funds, and what can
be used or sold locally. This further reduces farm output for needed crops such as oilseeds and grains. 

Poor debt management and lack of equity financing are issues most cooperatives are facing. They
are in debt and do not know how to manage that debt. Equity financing is not available as a source to
finance their debt oecause of the question of ownership of assets.
Management rights are an issue with cooperatives, because the members can decide if they want to adhere 
to a management decision or eliminate management. It is difficult, for example, to fire a member
employee. There needs to be a clear distinction between owner and employee rights, such withas 
cooperatives in western countries. 

STATE-OWNED ENTERPRISES 

The operational focus of the SOE extraction plants is diffused and oriented more towardprivatikzation, rather than to what is happening to the industry. A few plants are operating at reasonable

levels, but none have reoriented their thinking toward operating profitably in a market economy.

problem of raw material availability and price is universal. 

The
 
Input costs for farmers have increased.

Domestic output is less than 600,000 tons, and the cost of rapeseed in the international market has
 
increased.
 

TJhe shortage and higher price of rapeseed for the SOEs has reduced the extraction plant profits,
which should lead to maximizing marketing and production efforts to counteract the shortage. This isnot occurring. This will place the plants and industry in an even less competitive position. 

For Poland to become competitive in the international oilseed market, the industry will need tostreamline operations, from the cost of inputs, to extraction plant efficiency, to sufficient market 
penetration. 

In 1989, construction was begun on a new SOE extraction plant in Szamotuly. It started as a US$100 million turnkey project with a Yugoslavian firm. There are not funds to complete this project.
Given Poland's move to a market economy with private sector activity, the justification for continuing
this project should be based on a feasibility study. If the study indicates that it could be profitable, then
it should be privatized, with the new owners finishing the project to their specifications. 

The SOE plant in Katowice does not have extraction capabilities and only produces margarine.
Rapeseed is not grown in the area. The margarine equipment is considered modern, and has operated 



46 

at a fraction of its capacity. Before privatizing this SOE at a fraction of its value, consideration should 
be given to placing the margarine equipment in the Szamotuly plant as part of a vertically integrated 
facility. 
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CHAPTER SIX 

RESTRUCTURING THE OILSEED COMMODITY SYSTEM 

RATIONALE 

In 1991 it cost approximately US $249 to produce 2.23 tons per hectare of rapeseed. The costs
in 1992 were similar, yet there was a 5 percent reduction in yield (2.12 tons per hectare in 1992) because 
of a reduction in the amount of inputs used (fertilizer and pesticide). The reduced level of inputs was
caused by lack of operating capital and higher input costs. The 1991 and 1992 costs represent an increase 
of more than 100 percent over 1990 per-hectare costs.' 

The 1992 international market price per ton of seed is US $230 per ton.67 Yields must increase
from 2.12 tons per hectare in 1992 to 1989 levels of 2.78 tons per hectare to increase the profitability
of rapeseed production.6" From the basic parameters, we can project a model and a system to reverse
the trend in the Polish oilseed commodity system, from one that is unprofitable to one that earns 
significant foreign exchange. 

Based on overall world demand and on the recent decision of the Furopean Community to reduce
the production of oilseed by 15 percent (5,128,000 hectares), with an additional reduction of 10 percent
each year for the next several years,69 there is an opportunity for Poland to enter the world oilseed
market. However Poland's rapeseed production is decreasing annualy, and it is reported that two oil
extraction plants have ceased, or will soon cease production (Bodaczow and Gdansk), because they are 
not financially viable.7' 

"Ministry of Agriculture and Food Economy, Institite of Agriculture and Food Economics, Agricultural
Market Agency, Rape Productionand Market Present Conditionsand Prospects, June 1992, p. 11 (zloty 
conversion at 14,500/US$). 

7 Interview IBA Corporation (ConAgra), Mr. Robert M. Jarosinski, October 4, 1992. 

"Ministry of Agriculture and Food Economy, Institute of Agriculture and Food Economics, Agricultural
Market Agency, Rape Production and Market Present Conditionsand Prospects, June 1992, p. 11 (zloty 
conversion at 14,500/US$). 

" Gazeta Wyborcza No. 276, November 24, 1992, p. 14. 

70 Ibid. 
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CONCEPTUALIZING THE MODEL 

Contract Farming 

A secure market that ensures quantity and price stability for both the grower and processor is 
necessary to have a successful oilseed commodity system. A forward contract (contract farming) would 
serve as a reciprocal arrangement for the farmer and processor, and begin to address some of the 
constraints caused by lack 3f planning. 

Oilseed Procurement Certer 

Because Poland's total rapeseed cultivation and per-hectare yield is declining, and per-hectare 
costs are increasing, a 3,000-ton per day oilsecd processing plant described in Chapter Seven of this 
concept paper cannot rely on the current domestic production to meet its annual oilseed requirements.
Therefore, the project plans to establish an oilseed procuremena company that will play a major role in 
fostering the development of oilseed production by establishing a backward linkage between farm 
production and the solvent extraction plant. 

When planning the procurement program, the procurement division will have to correct or bypass
the existing deficiencies in the system, such as lack of sufficient inputs for the production of rapeseed and 
use of farmer contracts, insofar as it affects the procurement needs of the plant. Therefore a full-scale 
effort incoiporating forward-purchasing contracts with farmers, oilseed (hybrid) producers, and other 
farm input supply programs, and ensured availability of critical farm machinery and extension services, 
will have to be put in place to assist in expanding oilseed growing in key areas. 

The business activities to be implemented are based on purchasing sufficient oilseed to supply an 
extraction plant with a capacity of 720,000 tons per year. To accomplish this, the procurement unit will 
need to purchase and sell raw oilseed at a profit to cover the expense of farm input supplies, extension 
service and credit, and provide investors a return on investment. Each business activity conducted by
the procurement unit will act as an independent profit center. When the unit is required to supply farm 
inputs (seed, fertilizer, herbicides, and pesticides), the purchase price of the inputs and the selling price 
to the farm will have a sufficient margin to cover the cost of this activity (personnel, credit, warehouse 
space) and earn a profit. The same cost principles apply to custom farm services, and will be sufficient 
to finance operating expenses and investment costs, and earn a profit. Some services include use of farm 
equipment for planting, tillage, or harvesting. Cleaning, drying, and storage will be done on a weight
basis, with the cost per kilo for these services being sufficient to finance all of the expenses, as shown 
above, and earn a profit. 

The oilseed procurement company will establish quality control standards. These standards will 
be outlined in the forward contracts and put into effect when the oilseed is purchased at the procurement 
company. 

The oilseed procurement company will help develop the production of the sunflower industry in 
Poland by promoting continued research to adapt a variety suitable to Polish conditions, and by promoting
on-farm testing of potential varieties. Pioneer Hi-Bred International, for example, has had experience
growing sunflower in locations with similar conditions to Poland, and is interested in starting a pilot 
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program to test its varieties in spring 1993. Pioneer expects a yield of two tons per hectare using its 
early hybrids and a desiccant.7 

Extension services are an important aspect of the program to ensure the viability of the 
procurement unit. All technical assistance needs will be provided to the growers to facilitate the 
introduction and transfer of modern technology for oilseed development. 

An operating line of credit for the oilseed production and procurement company is needed to
finance the above-mentioned business activities, research, extension, and marketing service. The credit
plus interest is to be repaid when the oilseed is sold. The farmer who uses the business services will be
under contract to sell his oilseed to the company, and the cost of the business services (inputs) used will
be deducted from the payment he receives for the raw seed delivered. If the farmer does not sell
sufficient oilseed to pay for the business services provided, then the penalty clause in the contract will
be enforced and legal proceedings initiated to recover losses from the grower. If the grower is an SOE,
then a guarantee of payment for business services i:eeds to be providt'1 in advance of using the business 
services. 

Marketing 

World demand for rapeseed is such that Poland could export more than it does at present. The
world production of rapeseed for 1992 is estimated at 26 million tons, with Poland's production estimated 
at .8 million tons. Both Japan and Mexico have extraction facilities for oilseed (estimated at 1.8 million
tons) and lack sufficient raw material. Because of the demand and attractive price of rapeseed on the 
export market, traders are exporting Polish rapeseed. The SOE extraction plants have been left with
insufficient raw material. To protect the SOE oil processing companies, the GOP now requires an export
license to export rapeseed, effective as of October 1992. In a true free market situation, the SOE
extraction plants would be forced to compete for the available domestic rapeseed, or they would have to 
import product to satisfy their production needs. 

The oilseed production and procurement company will be established in traditional rapeseed
growing areas that lack a market that provides the farm with both volume and price stability. The 
company will provide the market stability by contracting with the grower, and will export the raw oilseed 
grown under contract, increasing production to a volume of 720,000 tons per year to satisfy the
requirements of an extraction plant discussed in Chapter Seven on an intervention strategy (see Diagram 
6.1). 

The export marketing service of the oilseed production and procurement company will establish 
a strong linkage with the export market. This linkage will be in the form of a commercial relationship
between the procurement company and the end user located in another country (Mexico). All efforts will
be made to reduce fees and commissions by dealing directly with the end user. 

The domestic marketing services of the oilseed production and procurement company will begin
testing the domestic refined oil and feed meal (by-product of the crushing) by working wit, a domestic
extraction plant on a "custom pack" basis. The domestic extraction plant will receive oilseed from the 

" Interview, Mr. Tom Heaton, Sunflower Business Director, Pioneer Hi-Bred International, Inc.,
Woodland, California. 
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oilseed production and procurement company, and, for a processing fee, will produce branded (brand
designed by the company) and bottled refined oil and margarine. The meal from the oilseed crush will 
go to a compound feedmill to be converted into a livestock meal on a "custom pack" basis similar to the 
arrangements with the extraction plant. The branded products (bottled refined oil, margarine, and
livestock feed) will be test marketed initially in the domestic market, in preparation for the solvent
extraction plant discussed in Chapter Seven in the section Production and Procurement Company. 

Geographic Focus 

The oilseed production and procurement company's geographic focus will be concentrated in six 
voivodships. Four are located in the northwest part of the country: Szczecin, Pila, Koszalin, and 
Gorzow. The combined production of rapeseed in 1989 of these voivodships was 314,000 tons, and the 
state farm grain storage capacity of these vtivodships is 716,000 tons. Two voivodships, Elblag and
Olsztyn, located in northeast Poland had a combined production of 200,600 tons of rapeseed in 1989, and 
the state farm grain storage capacity of these voivodships is 466,700 tons.' The rationale for selecting
these areas is based on the traditional growing of rapeseed in these areas, lack of a marketing outlet (no
extraction plant in the voivodships), predominance of state farms, proximity to a port for export, and the
closing of the Gdansk crushing plant, which had been a major buyer of rapeseed in the North Central area 
of Poland.' 

Management 

The general manager, responsible to the investors, will manage all phases of implementation
starting with the oilseed production and procurement company. The manager is the key figure in the 
success of the program and should be well qualified in business management, agriculture, food 
processing, and international trade. 

The purchasing manager will report to the general manager, and will oversee all procurement
(oilseed, farm inputs, farm equipment) and is responsible for all contracts needed for the purchases. The 
purchasing manager will be a certified accountant and will prepare all financial documents required for 
the business. 

The extension manager will report to the general manager, and will be responsible for all
technical assistance needed to increase yields and profitability to the grower through the transfer of
appropriate technology. The extension manager will be the principal person to oversee the introduction 
of sunflower, mono cropping of rapeseed, and development of a 120-day spring rapeseed. The extension 
manager will develop and implement a strategy to increase the area under oilseed cultivation. The rest 
of the staff will be divided between two procurement centers. 

'2 Poland Agriculture Sector Adjustment Loan Supporting Volumes, Report No. P-5685-POL, Volume II,
77e AgriculturalMarketing and Processing Sector, p. 124 (production: Szczecin, 137,500 tons; Pila, 45,700 
tons; Koszalin, 73,400 tons; Gorzcw, 57,400 tons; Elblag, 102,000 tons; and Olsztyn, 98,600 tons), p. 128 
(storage: Szczecin, 264,900 tons; Pila, 63,500 tons; Koszalin, 188,600 tons; Gorzow, 199,000 tons; Elblag,
206,700 tons; and Olsztyn, 260,000 tons). 

73 Gazeta Wyborcza No. 276, November 24, 1992, p. 14. 
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BUSINESS INTEGRATION 

A market analysis will first be undertaken to understand the needs of the domestic and 
international oilseed industry. The model begins with developing a source of raw material in two 
northern areas of Poland for the oilseed export market, increasing the volume to justify a 720,000-ton 
per year oilseed extraction plant. Preliminary studies indicate there is ample market demand and profit
potential for the export of rapeseed. As domestic and export sales are increasing to the desired volume, 
strong international linkages will be made for the sale of domestically refined oil when the extraction 
plant is established. 

Farm production needs include credit and market stability. Credit can be provided in the form 
of inputs and services to be paid for by the farmers out of proceeds from oilseed sales. Market stability
will be established by forward contracting with the oilseed production and procurement company. When 
farm needs are met, the yield per hectare will increase, and hectares under oilseed cultivation will 
increase as a result of increased profitability. The conceptualized model will satisfy farm requirements 
to produce oilseed. This will be done on a business basis that will ensure continuity of the farm program
and an increased supply of oilseed raw material for the export market. Sales will generate foreign
exchange earnings for Poland, increase employment and rural income, and make appropriate use of farm 
assets. 

The assembly, drying, storage, and shipping needs of the model are the next step after farm 
production, and are a critical business planning factor. State farms have the facilities to take the oilseed 
after harvest, and clean, dry, and store it on the farm. The model will first consider using these facilities. 
However, the extension manager will need to determine if the facilities on the state farm are adequate 
to maintain a satisfactorily high quality product, and determine if the farm management follows proper 
storage techniques. If the farm facilities are not suitable or available, then alternatives will be studied,
each requiring its own feasibility study. It may be necessary for the oilseed production and procurement 
company to own and manage its own assembly, cleaning, drying, and storage units. 

Custom processing (extraction and bottling) will be undertaken by the general manager to develop
the Polish market for branded products (bottled refined oil and margarine) and to consider export
possibilities for these products. The initial volume to be custom processed will be sufficient for a test 
market study in one Polish city to meast're consumer acceptance and determine product distribution of 
the branded products. A similar study will be undertaken concentrating on the export of branded 
products. The general manager will also conduct an export market study for the export of bulk refined 
oil using custom processed bulk oil. This study will be important to the success of the extraction plant 
once it has begun operations. Market testing is an important component of the business plan and 
profitability of the company. If the market test is negative, then the activity will not take place. 

Vertical integration will be the goal of the model - from the farm to the consumer. The concept
is to begin with the export of ra, oilseed by establishing an oilseed production and procurement 
company, and increasing the x,.iume until it has reached a level that will justify the extraction plant.
While production is increasing, custom packed branded product will be test marketed for domestic 
consumer acceptance, and test marketed in the export market for bulk refined oil. The general manager
will direct the vertical integration process, focusing equally on farm-level oilseed development and on 
refined oil product development. 

A feasibility analysis will be done that will include financial projections and a business plan
before starting any phase of the model. There will be on going financial reports indicating the 
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profiiabIlity of the oilseed production and procurement company once it is operational. The model is a
business and must provide a return to the investors. 

The business will be established as a private liability company. The ideal arrangement would
include both Polish and foreign capital, with the foreign investor representing an end user of oilseed (such
as ConAgra, Dreyfus, or Cargill), or an expert in oilseed production (Pioneer), in combination with an
end user of bulk refined oil. The suggested breakdown of ownership has the obvious advantage of
securing the domestic market for oilseeds grown and processed in Poland and establishing linkages with 
the export market. 

The estimate,. capitalization for the project is US $100 million. The financing would be phased
in as the project develops. 

The development and testing (Phases I, II, and III) will begin by testing the crop production cost
sharing mechanism by supplying farmers (private and PGRs) under contract with inputs and management
services, to improve the profitability of the grower and to increase the volume of rapeseed under
cultivation. The farmers' link to the marketplace will be the contract with the company, and it will also
be the component needed by the PGRs to privatize in a rational manner. The oilseed production andprocurement company would consider the privatized PGRs becoming a shareholder. The procurement 
company will also consider purchasing and leasing DE assets when appropriate. 
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CHAPTER SEVEN 

INTERVENTION STRATEGY FOR THE OILSEED INDUSTRY 

ROLE OF GOVERNMENT 

Government bureaucratic constraints must be eliminated by the minister responsible for Poland's
private sector development, serving as an ombudsman or as a bureaucratic clearing house. Examples of
constraints include remission of import and export duties on supplies and equipment and removal of 
export and import barriers on product. 

Tax incentives, such as an income tax holiday, are necessary until the company reaches a
breakeven point (profit and loss). The tax incentives should continue for an additional five years,
allowing the company to repay its start-up capital and to build tip capital reserves for an expansion 
program. 

FINANCE 

A financing issue exists regarding the cost and availability of credit for businesses. Small
businesses generally cannot access financing here, but larger businesses are sometimes able to obtain
credit. The model being introduced will provide the financing o'."inputs through the procurement 
company to circumvent this problem. To provide this credit, investment tax credits equal to the cost of
interest are required. Input supply is a horizontally integrated agribusiness that is part of the vertically
integrated farmer-to-market system. A major factor in making the sector viable is supplying the correct
input at the right time. By securing this segment of the link and by providing a guaranteed market at a 
predetermined prie, the grower of oilseed can have a profitable operation. 

PRODUCTION AND PROCUREMENT COMPANY 

Phase I intervention will test and develop agribusiness linkages leading to a solvent extraction
plant, and begins with an oilseed production and procurement company. The objective of the company
is to transform the unprofitable domestic oilseed sector into one that will operate profitably and earn 
foreign exchange (see Diagram 7.1). 

Farming output per hectare will increase by the use of the farmer contract as it will specify the
production inputs to be used on a per-hectare basis. The company's extension manager will assist the 
farmer in using the appropriate technology as the inputs are used on the farm. 

The assembly, drying, and storage of farm output is critical for maintaining oilseed quaiit.
There is a possibility that the company will not have to invest in these facilities since the PGRs have
drying and storage facilities on the farms. The company will have to determine if the PGRs have the 
appropriate drying and storage technology. 
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During Phase I there will be ongoing testing and development of product in the domestic and 
export markets to be certain that the highest price is obtained for the oilseed raw material. 

A contract will be established with growers for rapeseed production and will serve as the first linkin a vertically integrated farmer-to-market system. The company will provide the farmer under contract
with inputs and management services that will increase the farmers' yield per hectare, resulting in a 
better-managed and more-profitable farm business. 

A contract will be established with a multinational firm for export of oilseed and will be thelinkage from the oilseed production and procurement company to the market place. 

A contract will be established with an SOE extraction plant, and will provide the linkage to thedomestic and export markets for a branded refined oil that can be placed in bottles, made into margarine,
or sold as bulk oil. These products will allow testing of the domestic market for consumer acceptance,with main stream production not starting until Phase llI, after the crushing plant is in operation. The 
contract will also provide the linkage for testing of the bulk oil meal market. The main stream oil meal
sales begin in Phase II, at the same time the oil crushing plant begins operation. 

A contract will be established with a multinational firm to market bulk refined oil, and this will 
serve as the lir'k from the custom crushing plant to the bulk refined oil market place. A desirableoutcome of the contractual relationship will be the multinational becoming a shareholder in the extraction company. This scenario would allow for one partner to market the bulk refined oil in the export market,
while another partner (Pioneer) would oversee the production of the oilseed domestically. Main stream
marketing of the bulk refined oil commences in Phase II when the crushing plant is in operation. 

Acontract will be established with a custom feed company to produce a custom packed compoundfeed. This will serve as the linkage .or testing the compound feed market in preparation for using thefeed meal by product after the extraction plant has removed the oil from the seed. The crushing will start
in Phase II. The contract with the custom compound feed operation will commence in Phase II andcontinue until Phase IV, when the compound feed division begins production. The new compound feed
divi'ion will supply feed meal to the satellite livestock and poultry growers. 

A contract will be established with the livestock and poultry growers. They will use thecompound feed from the custom feed company both to check the quality of the compound feed and to 
serve as the linkage to test the livestock and poultry feed market. 

A contract will be established with a meat-processing and -packaging company that will use themeat supplied by growers who use the compound feed from the custom feed company. This will be thelinkage to test the domestic and export packaged meat market. The meat processing and packaging
division will begin in Phase IV using satellite growers of livestock and poultry. 

SOLVENT EXTRACTION PLANT 

The solvent extraction plant wili commence operat.Kns after there is sufficient volume of rawoilseed (720,000 tons), linkage to the export market plac (relationship established with a multinational 
or user of bulk refined oil) and capital available. Toe business plan will have been finalized, and the 
GOP will have removed constraints and provided financial incentives. 
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Phase II uses the established linkages to create the solvent extraction plant, and continues to
develop linkages for branded a~id custom packed product (see Diagram 7.2). The oilseed production and 
procurement company has .eveloped the linkages with the grower, establishing a solid base to produce
the raw material needed for the extraction plant. More importantly, the sector 13 no longer failing; it is
growing and profitable. The rapeseed producers are making a profit and have had management assistance 
to develop their own farms. They are linked to the oilseed production and procurement company with 
a contract that provides them with a secure market, inputs, and management assistance. This linkage with 
the company has given the PGRs the opportunity to privatize and operate as profitable private businesses. 
Suppliers to the oilseed production and procurement company will be given the option to participate in
the ownership in the redefined oilseed production and procurement company, which now will include 
extraction and value-added facilities. 

Oilseed processing is the major value-added activity in the vertically integrated business. Using
the most up-to-date techniques for solvent extraction, the oilseed is processed and the oil is removed from 
the seed. 

The oilseed production and procurement company is now a vertically integrated part of the
extraction plant, and operates as a division of the larger company. The ownership of the company has.
been defined and linkages developed with the market place. A business plan is in place and decisions 
are based on the approved business plan. All financial documentation, cash flows, profit and loss 
statements, and balance sheets are part of the business plan. Consideration has been given to leasing or
purchasing the assets of SOE extraction plants, warehouses, elevators, and equipment, keeping in mind 
that old technology cannot be retrofitted. 

The geographical production area and location of the extraction plant has been established. At
the conceptual level, the growing areas were located in voivodships that have a tradition of growing
oilseed and do not have access to a close processing market outlet (northwest and northeast). The
extraction plant could be located at one of the growing areas, or it could be located at a port using a 
warehouse or storage facilities offered by the GOP as part of a joint venture effort. 

CONSUMER PRODUCTS 

The branded and packed products are phased in after the extraction plant is operating profitably,
and the test marketing of the custom packed branded products has been successfully completed (see
Diagram 7.3). The objective is to always test market custom packed products before attempting to 
pe',e'i ate the market. 

. COMPOUND FEED DIVISION AND MEAT-PROCESSING DIVISION 

Phase IV introduces a compound feed division and a meat processing and packaging division that 
are similar to the branded and custom-packed products (see Diagram 7.4). The market has been tested
by the products produced under contract at the custom packed compound feed meal company and custom
packed meat processing and packaging company. The Phase IV compound feed division will supply the
satellite growers of livestock and poultry with feed meal to supply the Phase IV meat processing and 
packaging division. 
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The compound feed division and the meat processing division are horizontally integrated into the 
vertically integrated business. The satellite growing of livestock and poultry is vertically integrated into 
the meat-processing division. 



f4 - ~i- :..,.j " 

Small and Medium
 
Enterprise
 
Development:
 
A National
 
Assessment of
 
the Agroindustry
 
Sector in
 
Poland
 

Volume Two: Annexes 

GEMINI Working Paper No. 44 

GEMrINI 
GROWTH and EQUITY through MICROENTERPRISE INVESTMENTS and INSTITUTIONS
 
7250 Woodmont Avenue, Suite 200, Bethesda, Maryland 20814
 

DEVELOPMENT ALTERNATIVES, INC. @Michigan State University &ACCION International. 
Management Systems International, Inc. a Opportunity International * Technoserve * World Education 



Small and Medium Enterprise Development:
 
A National Assessment of the
 
Agroindustry Sector of Poland
 

Volume Two: Annexes 

by 

George L. Metcalfe
 
Debra Wahlberg
 

January 1993
 

This work was supported by the U. S. Agency for International Development, Office of Small, Micro,
and Informal Enterprise, through core funding to the Growth and Equity through Microenterprise
Investments and Institutions (GEMINI) Project, contract number DHR-5448-C-00-9080-00 and through 
a buy-in to the GEMINI project, contract number DHR-5448-Q-34-9081-00. 



TABLE OF CONTENTS
 

VOLUME TWO
 

Page 

ANNEX A 

FIELD LNTERVIEW PARTICIPANTS A-I 

ANNEX B 

SCOPE OF WORK FOR AN 
AGROINDUSTRY SUBSECTOR ASSESSMENT OF 

SMALL BUSINESS CONSTRAINTS AND OPPORTUNITIES B-I 

ANNEX C 

BIBLIOGRAPHY C-I 

ANNEX D 

Part One: 

Part Two: 

Part Three: 

Part Four: 

THE ADVISORY SERVICE SECTOR 

Small Business Advisory Center Case Study 

Small Business Advisory Centers - Future Focus 

Agribusiness-Related Advisory Services 

Private Advisory Services 

D-1 

D-5 

D-13 

D-23 

D-41 

Part Five: 

Part Six: 

Part Seven: 

Part Eight: 

Advisory Services Provided by Input Supply 
and Processing Companies 

Advisory Services Financed by Foreign Sources 

Private Sector and Local Government Business Organizations 

Conclusions on the Advisory Service Sector 

D-47 

D-49 

D-53 

D-57 



Page 

ANNEX E
 

LEGAL REFORM NEEDS AND OPPORTUNITIES E-1
 

ANNEX F 

GOVERNMENT AND INSTITUTIONAL DOCUMENTS F-I 

Government Program: Chances for the Countryside and Agriculture F-3 

Act of Parliament Dated June 1, 1990, or the Creation of
 
the Agency of Agricultural Markets F- 13
 

Act Dated July 13, 1990, on the Privatization of 
State-Owned Enterprises 
 F- 19 

Polish-American EBnterprise Fund F-31 

TECHNOSERVE Enterprise Promotion and Support Center F-37 

Law of 19 October 1991, on Administration of Agricultural
 
Real Estate of the State Treasury and Change to Some Laws F-41
 

Act of 25 September 1981 on State Enterprises F-61
 

Act of Sejm of September 16, 1982, on Cooperative Law F-71
 

Outlines for Socio-Economical Policy for the Year 1993 F- 113
 

Excerpts from the "Pact on State Enterprise" F-133
 

Caresbac-Polska S.A. 
 F- 139 

BISE S.A. Bank for Socio-Economic Initiatives 
Annual Report 1991 F-143 



A-I
 

ANNEX A
 

FIELD INTERVIEW PARTICIPANTS
 



A-3 

GOVERNMENT 

AMERICAN EMBASSY 
Weyland Beeghly-Agricultural 
ul.Al. Ujazdowskie 29/31 
Warszawa 

Counselor 
tel. 
fax. 
tlx. 

21-39-26 
28-93-26 
814628 agrus 

TRADE CONSUL RoP in LVOV 
Konsul Handlowy RP we Lwowie 
Andrzej Zinserling 
ul.Glyboka 14/68 
290013 Lw6w 

tel. 
tlx. 

35-44-83 
234194 khpol su 

GMINAS 

Solec Zdr6j 
ul.Krasickiego I 
ul.Mieszka I nr 7 
Swidwin 
Bernard Laufer - Mayor 

tel. 
tel. 

2283 
2011 

Gmina Office 
Urzd Gminy 
DWIKOZY 
woj.tarnobrzeskie 

tel. 71 
tlx. 62532 

EX TENSION CENTER 
ODR 
OSrodek Doradztwa Rolniczego 
Agricultural Advisory Center 
mgr ini.Janusz Suszyna-Dyrektor 
Ewa Grzesik -Glowny Specjalista (Chief specialist) 
Aleksander Partyka - Gl6wny specjalista 
ODR Sandomierz tel. 221-61 
ul.Mokoszyrika tel./fax 234-00 do 02 
27-600 Sandomierz tlx. 62425 

Mr.Suszyna's home: 
/Przezwody 55 
27-613 Daromin/ 
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WARSZAWA 

MINISTRY OF PRIVATISATION 
Ministerstwo Przeksztalcei Wlasno~ciowych 
Jacek Bukowski-Dyr. Departamentu 
ul.Krucza 36/Wsp6lna 6 tel./fax 25-91-23 
00-522 Warszawa fax 628-2290 
p.550  625-1114
 

tel. 21-33-61 
tlx 816521 mpw 

Elibieta Osica - Centrum Informacji 
Information Centre 
adres j.w. tel. 625-12-07 
(address as above) 628-02-81 ext. 232 

fax 625-11-14 
tlx 8165.21 mpw 

INDUSTRIAL DEVELOPMENT AGENCY
 
Agencja Rozwoju Przemyslu 
Arkadiusz Kre,.eI-Prezes Zarzadu 
ul.Wsp6lna 4 tel. 21-65-70 
00-926 Warszawa fax 628-23- 63 

int. (48) 39 '20957 
tlx 816658 arp 

AGRICULTURAL MARKET AGENCY 
Agencja Rynku Rolnego 
dr inz. Andrej Smietanko-wiceprezes 
ul.Wsp6lna 30 Lel. 628-79-24 
00-930 Warszawa 623-17-59 

fax 628-93-53 
tlx 813008 arr 

VOIVOD SHIP 

KATOWICE
 

Agricultural Market Agency 
Agencja Rynku Rolaego tel.(832) 582-712 
(ARR) tel./fax. 582-911 
ul.Jesionowa 9a 
8 pietro 
40-159 KATOWICE 
Krystyna Krystian-chief accountant 
Boguslaw Sikora - inspector 
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KOSZALII rl 

Urzad Woiew6dzki KOSZALIN
 
Koszalin Voivod Office
 
Wydzial Rolnictwa i Gospodarki Zywnogciwej
 
Agriculture and Food Economy Department
 
inz. Eugeniusz Czarnota-Dyrektor
 
ul.A.Lampe 34
 
Koszalin tel. 226-08 [home: 45-25-47/ 

EXTENSION CENTER 
ODR
 
Ogrodek Doradztwa Rolniczego w Boninie
 
mrg inz Janusz Turski-Dyrektor horie:
 
76-009 Bonin 
 tel. 205-24 /76-009 Bonin 

tel./fax. 205-95 tel. Koszalin 
tlx. 532219 247-54/ 

REGIONAL OFFICE OF THE BONIN EXTENSION CENTER
 
RZDR Swidwin
 
Rejonowy Zesp6l Doradztwa Rolniczego
 
ingr inz. Janusz Calka-Director of the Regional Office of the Bonin Extension Center
 

ul.J.Krasickiego I 20-11 w.54tel. home:
 
78-300 SWIDWIN 
 /ul.M.Dabrowskiej 4 

78-300 Swidwin 

LUBLIN 

Urzad Woew6dzki LUBLIN 
Lublin Voivod Office 
mgr Adam Cichocki-wojewoda lubelski/voivod 
ul.Spokojna 4 tel. 245-43 
1 pietro, p.111 285-40 
20-914 Lublin 
mgr Zdzislaw Antoti-wicewojewoda lubelski/vicevoivod 

tel. 267-88 
fax. 267-88 
tlx. 642741 

mgr Zbigniew Dudziiiski-Dyrektor Wydzialu Polityki Regionalnej 
Dir.Reg.Policy tel. 257-30 

235-47 
fax. 248-26 

Tadeusz Piela - Dir. of Office of Priv, at the Voivod (287-72) 
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EXTENSION CENTER
 
ODR
 
dr Eugeniusz Polak
 
Ogrodek Doradztwa Rolniczego tel.Pulawy /home:
 
24-130 Kofiskowola 162-95 24-130 Kofiskowola
 

162-85 Starawieg 28/ 
162-56 
tlx.642433 

REGIONAL DEPARTMENT MINI3TRY OF PRIVATISATION 
Delegatura w LUBLINIE 
dr Marian Stefaziski-Dyrektor Delegatury 
ul. Narutowicza 8 tel. 244-73 
20-004 Lublin tel. 234-24 

fax 234-24 

STATE AGRICULTURAL PROPERTY AGENCY 
Agencja Wlasnogci Rolnej Skarbu Paristwa 
Oddzial w LUBLINIE 
Ms.Miroslaw Lenart 
Ms.Goirbiowska - Deputy Director 
ul.Karlowicza 4 tel. 205-11 

POZNAfN 

Urza, Woiew6dzki POZNAN 
Poznafi Vo;vod Office 
Adam Cerek-z-ca Dyr. Wycizialu Rolnictwa i Gospodarki Zywnogciowej 
Food and Agricultural Department 
ul.Al.Niepodleg'i,)i 16/18 tel. 520-334 /home:ul.Strzelecka 47 
60-967 Poznai fa. 527-327 62-050 Mosina 

tlx 413731 	 tel. 132-224/ 

REGIONAL DEPARTMENT MINISTRY OF PRIVATISATION 
Delegatura w POZNANIU /home: 
dr Ryszard Szulc-Dyrektor Delegatury ul.Wilanowska 31 
ul.Al.Niepodleglogci 18 tel. 696-906 60-688 Poznai/ 
60-967 Poznadi 	 696-771 

696-882 
fax 527-327 

696-638
 
tlx. 413731 
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STATE AGRICULTURAL PROPERTY AGE;NCY 
Agencja Wlasnogci Rolnej Skarbu Pahistwa 
Oddzial w POZNANIU - RegionaL Division in Poznafi 
mgr inz. Franciszek Przybylowicz 
ul.Fredry 12 
61-701 Poznati 

tel. 53-21-02 
52-72-01 ext. 15 

/home: 
Os.B.8mialego 9/83/ 

tel. 2:;6-092 Poznafi 

PRZEMY8L 

Urzad Woiew6dzki w PRZEMY9LU 
Przemy~l Voivod Office 
Dirctor W6jcik 
M..Zajqc- lead of Agricultural Branch 
Mr.Tadeusz Motak-Head of Promotion Branch 
Mr.Andrzej Abramowiez-Direc':or of Agricultural Consultancy Center in Korytniki
ul.Grunwaldzka 15, p.522 tel. 351-33
 
Przemy l tel. 363-01
 

tel. 375-11 
fax 36-181 

RZESZOW 

Urzad Woie%,6dzki RZESZOW 
Rzesz6w V.ivod Office 
mgr Stanislaw Padowicz-Dyr.Wydzialu Rozwoju Gospodarczego 

Economic Development Department

ul.Grunwaldzka 15 
 tel. 351-33 

35-959 Rzesz6w fax 36-181 


tel 632240 

Jace& Pasternak-Dyr.Wojew6dzkiego Biura Pracy UW 
Director of Voivod Employment Office 

ul.Grunwaldzka 15 tel. 339-74 
35-959 Rzesz6w fax 36-181 

tlx 632240 

David Franzblau at Agriculture Cooperative Foundation 

REGIONAL DEPARTMENT MIN. of PRIV. 
Delegatura w RZESZOW!E 
Pam Zarzecka-Director 
dr Krystyna Jaskowska- 0Lpecjalista 
ul.Grunwaidzka 15 '.el. 
35-959 Rzesz6w fax 
dr Zdzislaw Gawlik-gt.specjalista 
adres j.w. tel. 
address as abo-,e fax 

343-84 
371-99 

343-84 
371-99 

/home: 
ul.Ks.Jalowego 17/42 
35-010 Rzesz6w 
tel. 370-76/ 

/home: 
ul.Slusarczyka 2/58 
35-900 Rzesz6w/ 
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SZCZECIN 

Urzad Woiew6dzki SZCZECIN 
Voivod Department of Economic Development 
ul.Waly Chrobrego 4 
Szczepan Olesifiski - director tel. 446-85 

303-559 

STATE AGRICULTURAL PROPERTY AGENCY 
Oddzial w SZCZECINIE - Regional Division in Szczecin 
Jacek Janiszewshd - Director, also a director with the Agricultural Chamber of Commerce 
ul.Waly Chrobrego 4% 
70-502 Szczecin 

tel. 384-33 home: 
/ul.Grodzka 16/2 / 
70-560 Szczecin 

WODR 
AGRICULTURAL EXTENSION SERVICE CENTER IN SZCZECIN 
Wojew6dzki Ogrodek Doradztwa Rolniczego BARZKOWICE 
dr inz.Roman Kobylirski-director 
73-134 BARZKOWICE 

tel./fax Stargard (0-92) 774-252 home: 
tlx 425130 ul.Metalowa 23A/6

10-744 Szczecin 
tel.614-754 
613-792/ 

mgr ini. Piotr Szysz- z-ca dyr.
 
adres j.w.
 
address as above
 

tel./fax Stargard (0-92) 774-252 /home: 
tel. 774-574 ul.Chopina 48c/5 

73-110 Stargard Szczec./ 

REGIONAL DEPARTMENT MINISTRY OF PRIV. 
Delegatura W SZCZECINIE 
Wojciech Downar - Deputy Director 
Majiusz Jasiiiski-Gl6wny Specjalista 
ul.Dworcowa 19 
70-206 Szczecin tel. (0-91) 385-40 
pok6j 313 

CITY HALL 
TOM RULLAND-Doradca Urzcdu Miejskiego 
/Peace Corps/ 
Urzad Miejski tel. (91) 22-35-30 
PI.Armii Krajowej 1 22-53-32 
70-456 SZCZECIN fax. 22-11-29 
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TARNOBRZEG
 

Urzad Wojew6dzki TARNOBRZEG
 
Tarnobrzeg Voivod Office
 
mgr inz.Dariusz Surma - Dyr.Wydzialu Rolnictwa i Gospodarki Zywnogciowej
 

Director, Agriculture and Food Economy Department

ul.Mickiewicza 7 tel. 22-16-65 /home:

39-400 Tarnobrzeg 
 ul.Slowackiego 4/48/ 

27-600 Sandomierz/
Ryszard Jania-wicewojewoda, Deputy Governor
 
ul.Kogciuszki 32 
 tel. 22-22-74
 
39-400 Tarnobrzeg tel. 22-27-13
 

fax. 22-67-75 
tlx. 62515 

62345 

mgr Waldemar Stawi.-tski 
Dyr.Wydzialu Polityki Regionalnej i Rozwoju Gospodarczego 
Director Regional Policy and Economic Development 
ul.Mickiewicza 7 tel. 22-68-64 home: 
39-400 Tarnobrzeg ul.Kossaka 8/1 

39-400 Tarnobrzeg 

Jerzy Wigniewski-Pelnomocnik Wojewody d/s Przeksztalcei Przedsiebiorstw 
Plenipotentiary for Company Restructuring 
Voivode's Authorized Representative on Company Restructuring 
Wydzial Polityki Regionalnej 
ul.Mickiewicza 7 tel. 22-65-70 home: 
pietro II, pok.29 wew. 	 263 ul.Legion6w Polskich 43
39-400 Tarnobrzeg 	 fax. 22-67-75 28-200 Stasz6w 

tlx. 	 62515 (15) 64-25-28 
62345 (15) 64-74-26 

AGRICULTURAL EXTENSION SERVICE CENTER IN MODLISZEWICE 
Wojew6dzki Orodek Doradztwa Rolniczego w MODLISZEWICACH 
inz. Stanislaw Derezi. .ki-Koordynator zespolu d/s 
przedsiebiorczogci i ma,'ketingu 
-Entrepreneurship & Marketing Team Leader 
ul.Piotrkowska 
26-203 Modliszewice 

tel. 
fax 

(12) 22-84 do 86 
34-86 

home:/26-200 
ul Zeromskiego 4 

tix 612603 Koiskie 
tel:53-42 
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ZAMO ( 

Urzad Woiew6dzki in Zamo6d
 
Dyrektor Zawadzki, Dept.of Agriculture
 
ul.Partyzant6w 3 tel. 716-61
 
22400 Zamogd fax 58-24
 
Director Stefaticzyk-Regional Development
 

Dawid Scott - Citizen for Democracy Corps. "TOMASOVIA" 

Gmina Zamo d 

Mary Roberts - Peace Coprs. Volunteer
 
Wielki Rynek
 
Zamo4d
 

FINANCIAL INSTITUTION 

FOOD ECONOMY BANK
 
Bank Gospodarki Zywnogciowej
 

1. Oddzial wojew6dzki TARNOBRZEG 
Regional Branch in TARNOBRZEG 
mgr Adam Kuzdraliiiski-Dyrektor 
ul.Wyspiariskiego 5 tel. 22-40-28 
39-400 Tarnobrzeg tlx. 62558 bg± 

2. Oddzial wojew6dzki SZCZECIN 
Regional Branch in Szczecin 
Stanislaw Bednarski-Dyrektor 
ul.Obrofic6w Stalingradu 10/11 tel. 455-88 / 
Szczecin 
Henryk Chomicki-z-ca Dyrektora 

tel. 455-88 / 

BISE - BANK OF SOCIAL. AND ECONOMIC INITIATIVES 
BISE - Bank Inicjatyw Spoleczno-Ekonomicznych 
Nathalie Bolgert-Doradca Zarzadu 
ul.Nowy Swiat 6/12 tel. 21-83-86 
00-497 Warszawa 

(1 
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CARESBAC-POLSKA S.A.
 
David A.Fisher-Senior Advisor/Gl6wny Doradca
 
ul.Marszalkowska 140 tel. 27-70-83 
00-061 Warszawa tel./fax 27-58-04 

tlx 813452 comex 

Cooperative Bank in DWIKOZY 
Wodzinfierz Smo;lidiski 
ul.Sp6ldzielcza 4 tel. 12 
27-620 DWIKOZY 
woj.tarnobrzeskie 

COOPERATION FUND - Fundusz Wsp6lpracy
 
Credit Line for the Import of Equipment for Agriculture and Agro-Industry.
 
Support Unit for Advisory Services 
dr Anna Potok-Support Unit Managtr 
ul.Wojska Poiskiego 28 tel. (0. '2) 406 45 
60-720 Poznadi
 
Adam Futymski-Expert 
ul.Wojska Polskiego 28 tel./fax (0-61) 406-45 
60-720 Poznahi
 

COOPERATION FUND 
Credit Line For The Import of Equipment for Agriculture and Agro-Industry
Aleksander Szymaziski-Specialist on Assistance to Borrowers 
ul.Zurawia 4a tel. 693-55-91 
00-503 Warszawa 693-55-95 

693-50-68 
fax. 693-55-96 

sat te.39-12-11-84 

GOSPODARC.7Y BANK WIELKOPOLSKI S.A. 
Ryszard Potok-z-ca prezesa 
ul.Miel~kyiskiego 22 tel. (0-61) 52-13-48 
61-725 Pozna6i centr. 52-95-11 

fax 52-27-30 
Kazimierz Grzegkowiak-Chairman of The Board 
ul.Mieliviskiego 22 tel. (61) 52-13-48 
61-725 PoV-Ai tel. (61) 52-27-30 

http:GOSPODARC.7Y
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POLISH-AMERICAN ENTERPRISE FUND
 
THE ENTERPRISE CREDIT CORPORATION
 
Marek Kulczycki-President
 
ul.Towarowa 25 tel. 32-7-42
 
00-869 Warszawa fax 32-35-08
 
Leszek Niemycki-vice president
 
address as above
 

TISE - ASSOCIATION OF SOCIAL AND ECONOMIC INITIATIVES
 
Towarzystwo Inicjatyw Spoleczno-Ekonomicznych
 
Zbigniew Bondarczuk", -. ,sZarzadu
 
ul.Jasna 22 tel. 27-83-56
 
00-054 Warszawa 27-21-31
 
Artur Potocki
ul.Jasna 22
 
00-054 Warszawa
 

U.S.-POLISH jO.NT COMMISSION OF HUMANITARIAN ASSISTANCE 
Bogttslaw voawski-Deputy Office Manager 
Biuro Wsp61nej Komisji tel./fax 628-02-15 
d/s Pomocy Humanitarnej 21-25-29 
AI.Szucha 9 628-02-38 ext.53 
00-580 Warszawa 

WIELKOPOLSKI BANK KREDYTOWY-S.A. 
dr Hanna Gruchman -z-ca dyr.departanentu kredyt6w 
Pl.Wolno~ci 15 tel. (61) 54-28-10 
00-967 Poznari fax. 52-11-13 

tlx 41450E 

TECHNICAL ASSISTANCE 

TRAINING 

ACDI 
AGRICULTURAL COOPERATIVE DEVELOPMFNT INTERNATIONAL 
Kathleen A.Lynch-Training Coordinator 
ul.Jasna 26 p. 301 tel. 26-39-13 
00-950 Warszawa 27-96-31 

fax. 26-51-42 
50 F Street, N.W. tel. (202) 638-4661 
Suite 900 fax. (202) 626-8726 
Washington, D.C. 20001 
iga Paplhiska-Office Director 
adres j.w. tel. j.w. 
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CENTER FOR SOCIAL WORK 
Leonard I. Klein M.A. L.S.W.- Small Business Consultant 
ul.Przemyska I I tel/fax. 22-11-24 
02-361 Warszawa 22-23-36 

EASTERN EUROPE BUSINESS INFORMATION CENTER 
Monika Michejda Goodrich-International Trade Specialist 
Int'l Trade Admin.,Rm7412 tel. (202) 482-2645 
U.S.Department of Commerce fax. (202) 482-4473 
Washington,D.C. 20230 

ECORD
 
EUROPEAN CO-OPERATIVES FOR AGRICULTURAL AND RURAL DEVELOPMENT 
Hans S.Nissen-Cooperative Management and Agri-Business Specialist 
Regional Cooperative Services Center in Rzesz6w. 
Regionany Ogrodek Uslug Sp6ldzielczych w Rzeszowie. 
ROUS-Rzesz6w tel./fax (817) 628-622 
ul.RPt*?na 10a 
35-3 10 Rzesz6w 
Tadeusz Kensy-Director tel. 628-622 

622-336 
tlx 632494 

Dorota Nycz-Specjalista agro-biznesu 

FAPA-FOUDATION OF ASSISTANCE PROGRAMS FOR AGRICULTURE 
Fundacja Program6w Pomocy dla Rolnictwa 
Gmach Ministerstwa Rolnictwa tel. 623-16-55 
pok6j 253 623-16-03 
ul.Wsp6lna 4 fax 623-93-87 
00-930 Warszawa 

FDPA-FOUNDATION FOR THE ,DEVELOPMENTOF POLISH AGRICULTURE 
Fundacja na Rzecz Rozwoju Polskiego Rolnictwa 
Ronald G.McCreery- Chief Executive Officer 
Dyrektor Wykonawczy 
ul.Nieikafiska 35 tel. 17-12-54 
03-924 Warsaw 17-42-15 

17-95-93 
fax 17-59-39 
tlx 816994 

ul.Waszyngtona 42a tel. 17-96-13 
03-910 Warszawa 17-82-78 

17. 10-14 
fax 17-96-13 
tlx 814338
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FISE 
FOUDATION FOR SOCIAL AND ECONOMIC INITIATIVES 
Krzysztof Herbst, Ph.D.-President 
ul.Jasna 22 tel. 27-21-31 
00-054 Warszawa 26-44-75 

fax 27-83-56 

IRIS - POLAND PROJECT 
Institutional Reform and The Informal Sector 
Ronald A.Dwight (J.D., M.B.A.)-Director 
ul.Ksawer6w 13 tel. 45.18.79 
Warszawa fax 45.25.12 

fax 45.18.56 

REGIONAL DEVELOPMENT AGENCY = LUBLIN DEVELOPMENT FOUNDATION 
Lubelska Fundacja Rozwoju 
Andrzej Kidyba Ph.D.-President of the Board 
Prezes Zarzadu 
ul.T.Zana 38 c, tel.(81) 55-82-19 
20-605 Lublin 

POLISH-AMERICAN SMALL BUSINESS INSTITUTE 
Krzysztof Kaszuba Ph.D.-Director 
ul.Zygmuntowska 2A tel. (0-17) 394-17 
35-030 Rzesz6w (0-17) 353-71 
Poland tlx 633339 
dr Adam G6ral-President 
adres j.w. tel. (0-17) 394-17 

(0-17) 353-71 

PRICE WATERHOUSE 
INTERNATIONAL PRIVATIZATION GROUP 
Jay Madigan-Independent Consultant 
ul.Krucza 36, pok. nr 713 tel. 62-80-281 w 322 
00-.525 Warszawa tel./fax 21-34-68 

1801 K Street;N.W. te!. 202-861-6249 
Washington,D.C. 20006 tel./fax 202-466-4760 

http:45.18.56
http:45.25.12
http:45.18.79
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TECHNOSERVE 
Center for Promotion and Support of Agricultural Enterprise 
Ogrodek Promowania i Wspierania Przedsiebiorczogci Rolnej 
Wayne Halvorson-Country Director 
ul. Zamkowa 9 tel. (153) 23920 
27-600 Sandomierz tel./fax 23360
 
Deborah Ryan-Peace Corps Volunteer
 
Accountant Specialist
 
adres j.w. tel. j.w.
 
address as above 

UNIDO 
United Nations Industrial Development Organization

Industrial Cooperation and Investment Promotion Service
 
Tadeusz Wasak-Konsultant
 
Aleja Niepodleglogci 186 tel. 25-91-86
 
00-608 Warsaw, Poland 25-86-58
 
Mail.P.O. Box l,Warsaw 12 	 fax. 25-89-70
 

tlx. 817916 unido
 

VOCA 
Volunteers in Overseas Cooperative Assistance
 
Carl Hammerdorfer-Country Representative
 
Przedstawiciel w Polsce
 
Office in Warsaw 
Biuro w Warszawie tel. 27-96-51 
ul.Jasna 26, p.303 fax. 27-96-71 
00-054 Warszawa tlx. 825433 voca 

Suite 1075, tel. (202) 383-4961 
50 F Street, N.W. fax. 783-7204 
Washington, D.C. 20001 tlx. 6974812 

CHANGES
 
RESEARCH-CONSULTANT INSTITUTE 
ZMIANY 
Istytut Badawczo-Doradczy, Sp. z o.o. 
dr Teresa Olko-Bagifiska-Ekspert d/s Ekonomicznych 
ul.Hrubieszowska 6A tel. 32-55-05 
I pietro 32-59-15 
01-209 Warszawa 
Pawel Ruszkowski PhD-Chief Executive 
adres j. w. tel. 32-55-05 

32-52-15 
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TRADE ASSOCIATIONS 

AGRICULTURAL CHAMBER OF COMMERCE 
Pan Borkowski - z-ca dyrektora 
PI.Wolno~ci 18 tel. 0-61 520-934 
Poznafi
 

THE AMERICAN CHAMBER OF COMMERCE 
George Osypowicz- vice President 
Donau Trading Corp. 
AI.Ujazdowskie 8/67 tel. 29-10-69 
00-478 Warszawa 29-19-39 

fax. 29-19-61 
tlx. 812467 

BUSINESS CENTRE CLUB 
Tadeusz Marek-Przedstawiciel 
Plac Zelaznej Bramy 2 tel. 21-84-20 
00-136 Warszawa fax. 625-30-37 

komertel 39120704 

CONVENTION OF ENTREPRENEURS TRADERS AND AGRICULTURAL PRODUCERS
 
Ms.Danuta Piatek-President 
ul.Senatorska 14 tel. 26-68-78 
00-082 Warszawa 26-68-79 

fax. 29-95-25 

FEDERATION OF AGRICULTURAL PRODUCERS UNIONS 
Federacja Zwiazk6w Producent6w Rolnych 
Stanislaw Basak-Office Director tel. 26-61-15 
ui. wietokrzyska 20 p.517 i 518 26-22-61 w.510 
Warszawa 

NATIONAL UNION OF FARM SEED AND NURSERY PRODUCERS 
Krajowy Zwiazek Producent6w Nasion Ogrodniczych i Material6w Szk6lkarskich 
Jerzy Kryca-Director 
ul.Swietokrzyska 20 
Warszawa tel. 26-73-84 

POLISH ORCHARD UNION 
Polski Zwiazek Ogrodniczy 
Mr.Jacek Kalifiski-President 
ul.,Swietokrzyska 20 tel. 26-02-15 
Warszawa 
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U.S.POLAND CHAMBER OF COMMERCE 
Mark A.Chudzifiski-Active Chairman
 
321 North Clark Street, tel. (312) 558-5138
 
Suite 550 fax. (312) 558-5700
 
Chicago, Illinois 60610-4714
 

COM PA NI ES 

AGROS 
Malgorzata Pochlopek - export/import division
 
ul.Chalubiiiskiego 8 tel. 30-26-83
 
Warsaw 30-06-13
 

30-26-08 
fax 30-07-91 

AGROSPEC Sp. z o.o.
 
mgr ini.Bogumila Buszman-Muszyfiska
 
ul.J.Lea 116 tel. 36-4542
 
30-133 Krak6w tel./fax 36-46-42
 

tel./fax 36-47-65 
tlx 326487 agr 

AGRO-UNIA 
Export-Import Sp. z o.o. 
Ryszard Walicki 
P1. Dabrowskiogo 3 tel. 26-39-54 
00-057 Warszawa tel. 26-50-31 

w.565,762 
fax 26-39-54 
fax 26-35-48 

OIL PROCESSING PLANT "BIELMAR" 
Bielskie Zakiady Przemyslu Tluszczowego BIELMAR SOE 
Stanislaw Babifisiri-Dyrektor Naczelny 
ul.Sempolowskiej 63 tel. 224-72 
43-300 Bielsko-Biala centr. 460-24 

fax 460-24 w.216 
tlx 35205 olej 

mgr Zdzislaw Then-Dyrektor Handlowy 
adres/tel. j.w. 
address as above 
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BISMASZ - SMALL OIL PRESSES 
Jerzy Butowski - Deputy director for technical affairs 
ul.Torutiska 64 A tel. 716-303 
Bydgoszcz 

BOLMAR S.A. 
Oil Industry Enterprise tel. (884) 139-28 
Tluszcze Roglinne 
22-452 Bodacz6w 
ini.Mieczyslaw Wielgosz-Prezes 
adres j.w. 
tel.Zamo d 29-85 
tel.Zamogd 20-56 do 58 w.212 
tlx.642237 
mgr inz. Stanislaw Czuk- v-ce Prezes 
tel.Zamogd 29-85 

1/5
tel.Zamogd 20-56 do 58 w.212 
tel. 20-56 do 58 w.316 
tlx. 642237 
mgr inz.Jan Poidzik- v-ce Prezes 
adres/tel j.w. 

EKOPLON S.A. 
dr inz. Stefan Sajkiewicz - v-ce Prezes Zarzadu 
ui.Sienkiewicza 76 tel. (0-41) 66-06-42 
25-501 Kielce 66-45-11 

w.100 
fax (0-41) 66-07-38 
tlx 613311 

EMMI Co.Ltd 
Romualda Szala-Czlonek Zarzadu 
O/Koszalin tel./fax 18-54-71 
Siedziba w POHZ Skibno tel.centr. 18-54-70 
76-003 Sucha Koszalifiska tlx 533385 
Stanislaw Szala-Dyrektor Oddzialu 

GERBER 
Gerber Products Company 
Jan Lower-Director of Finance and Administration 

International Division 
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GERBER-Alima, S.A., tel. 388-11 w.302
 
ul.Siemiatyfiskiego 19 fax 359-26
 
Rzesz6w tlx 632325
 

445 State Street tel. (616) 928-2156
 
Fremont,MI 49413-0001, int'l tlx. 4320828 gerbrui
 
USA int'l fax. (616) 928-2853 

FARM IN WOLKA WOLSKA
 
Zakiad Roiny w W61ce Wolskiej
 
Mr. Gafdi tel. ( miel6w 137
 
W61ka Wolska
 
near ([miel6w
 

IBA Corp.
 
Robert M.Jarosifiski - Export Manager
 
29 Flower Hill Rd. tel. 516-421-3374
 
Huntington, NY 11743 fax 516-423-8983
 

JAZCOOP Sp. z o.
 
ul.Ks. J6zefa Jalowego 6A tel. 337-39 
(d.Turkienicza) 332-38 

35-010 Pzesz6w tlx 632423
 

OIL PROCESSING PLANT STATE ENTERPRISE IN KRUSZWICA 
Kujawskie Zaktady Przemyslu Tluszczowego w KRUSZWiCY SOE 
mgr inz. Krzysztof Wiak-Specjalista d/s marketingu 
ul.Niepodleglokci 42 tel. 491 do 494 w.298
 
88-150 Kruszwica fax 
 699 

tlx 562459 
562278 

tel. 71-234 

MW - CONSULT 
Michael Westerhoff Sp. z o.o. 
ioint-venture 
Consulting for International Cooperation 
Miqdzynarodowa Wsp6lpraca Consulting 
.Michael Westerhoff 
ul.Podwale 74a/33 tel. (71) 30-384 
PL 50-032 Wroclaw tel./fax (71) 44-59-07 

Walchenseeplatz 5 tel. 0-049 89 695599 
D-8000 Munchen 90 fax 0-049 89 695099 
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BALTIC COMMERCIAL PORT GDYNIA 
Morski Port Handlowy Gdynia S.A. 
ul.Rotterdaqmska 9 tel. 
Gdynia tel. 

fax. 

"OLMAR" S.A. 
pan Gorak 
PI.Dabrowskiego 
Warszawa 

S.A. 

27-40-46 
27-43-49 
27-45-79 

STATE GRAIN PROCESSING INDUSTRIES 
Paristwowe Zaklady Zboiowe 
Mr.Troiowski - managing director 
ul.Obywatelska 13 
Lublin 

STATE BREEDING CENTER in KLANINO 
Pafistwowy Orodek Hodowli Zarodowej Kianino SOE 
mgr inz.Stanislaw Karainiewicz-Dyrektor 
Klanino 
76-021 Krqpa 

tel. (894) 18-25-67 
(894) 18-72-81 

fax (894) 18-25-67 
tlx 534361 

VOIVOD OF ZAMOS(1 SOE MEAT PROCESSING PLANT 
Paristwowy Przedsiebiorstwo Przemyslu Miesnego SOE 
mgr Zbigniew Skrzypek - z-ca dyrektora d/s surowcowo-handl. 
ul.Kilifiskiego 75 tel. 40-41 w.204 
22-400 Zamok' 51-87 

fax 42-46 
tlx 643238 

FRUIT AND VEGATABLES PROCESSING PLANT 
Podhalafiskie Zaklady Przemyslu Owocowo Warzywnego TYMBARK SOE 
ini.Julian Pawlak-Dyrektor 
34-650 Tymbark tel.Limanowa 371-210 

fax 371-366 
tlx 322549 
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POLCARGO INTERNATIONAL LTD 
Inspection Services 
Zygmunt Makala M.Sc.-Directior 
ul.Energetyk6w 55 
70-952 Szczecin 
Poland 

Regina Banaszkiewicz-Manager 
adres j.w. 

Jan Kozakowski M.A.-Proxy 
adres j.w. 

tel. (91) 433-68 
fax. (91) 379-35 
tlx. 422128 

Forwardiing Department 
tel. 

fax. 
tlx. 

tlx. 


tel. 


fax. 

tlx. 


(91) 389 34 
(91) 623 028 
379 35 
422731
 
422128
 

(91) 456-12 

623-028 

379-35 

422128 


A PRIVATE MEAT PROCESSING PLANT
 
Przedsiebiorstwo Produkcyjno-Handlowe
 
Leszek Pyszczek
 
27-671 Sulislawice 99 tel. 22-78-23
 

TRADE AND PRODUCTION COMPANY "BUSKAVIA"
 
Przedsi-,biorstwo Produkcyjno-Handlowe "BUSKAVIA"
 
IMPORT-EXPORT
 
Jolanta Pauli-President 

28-100 Mikulowice tel. (0-496)47-87 

k.Buska Zdroju
 

ENTERPRISE FOR PORT SERVICES 
Ewa Silo Co.,Ltd 
Przedsiqbiorstwo Uslug Portwowych-Elevator Ewa 
Danuta Niediwiecka - deputy chairman 
uI.Hryniewskiego 26 tel. 308-302 
Szczecin fax. 341-65 
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SERVICES AND TRADE COMPANY "AGROPOLE" 
Przedsiebiorstwo Uslugowo-Handlowe AGROPOLE 
ini.Jan Podraza 
Nieprowfce 107 tel. 195 
28-425 Zlota Pidczowska 
woj.KiAce 

MEAL PROCESSING PLANT in liquidation "BAKUTIL"
 
Rejonowe Przodsiebiortwo Przetw6rcze Przemyslu Paszowego Bakutil.Wytw6rnia pasz.
 
ul.Trzegniowska 9 tel. (815-3 lub 0-153) 222-58
 
Sandomierz
 

ROLBO-PRODUCTION AND TRADE COMPANY
 
Przedsiebiorstwo Handlowo-Produkcyjne
 
ingr inz.Iwona Ploch 
ul.Rolanda I 
03-610 Warszawa 

Biuro Handlowe: 
ul.Ratuszowa 1 
03-450 Warszawa 

ROLIMPEX
 

tel. 19-68-89 
fax. 19-68-89 

tel. 19-74-05 
18-92-40 

fax 19-05-85 
tlx 816291 

Barbara J6iwiak-Fats,Oil and Oilseeds Department Director
 
Rolimpex tel. 
Export-Import tel. 
ul.Chatuhiiiskiego 8 
00-613 Warszawa 

fax 
tlx 

Jerzy Michalowski- Marketing Manager 
Rolimpox tel. 
Export-Import 
ul. Chalubiiskiego 8 fax 
00-613 Warszawa 

komertal 39120383
 
300637
 
302817 
302818 
300764
 
814341
 

30-27-79 
30-06-36 
30-06-71 

SILESIAN OIL-SEED PROCESSING MILL
 
ul.Kolodziejska 2 
Katowice 
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SKOOKUM.Inc. 
Fred Shannon-Board of Directors Treasurer 
P.O.Box 1987 
Wenatchee, tel. (509) 662-8135 
Washington 98801 

OIL INDUSTRY ENTERPRISE 
lskie Zaklady Przemyslu Tluszczowego 

inz.Ryszard Korezyk-Dyrektor 
ul.Kolodziejska 2 tel. 
40-386 Katowice tel.ifax. 

tlx. 

156 81 33 
156 97 61 
312435 

Ted-Mark FOOD WHOLESALER 
Hurtownia Spo ywcza 
Tadeusz Czuk - owner/distributor 
uI.Wyzwolenia 14 
Bielsko-Biala 

tel. 452-72 

TERRA-LAMM Sp. z o.o. 
Zbigniew Balaiyk-Dyrektor Czlonek Zarzadu 
Terra-Lamn Sp. z o.o. tel. 517-12 do 15 
Jaroslawiec fax 665-51716 
63-000 roda Wielkopolska tlx 412694 

Wielkopolskie Zakady Przemyslu Tluszczowego SZAMOTULY 
OIL INDUSTRY ENTERPISE 
mgr inz.Zdzislaw Andrzejewski- z-ca dyr.d/s technicznych 
ul.Dworcowa 39 tel. 21-243 
64-500 Szamotuly fax 21-451 

tlx 412413 
tel. 20-083 

Wiiaszka Janusz. Father & Son 
Klementowice 305 
Kubis Andrzej 
Klementowice 298 

tel. 32 

tel. 24 
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VISANA Firma prywatna 
in2.Adan Gorajski 
Hurtownia Spoiywcza "Wisana" 
ul.Portowa 3 tel.228-21 
Sandomierz tel.Zamogd 

20-56 w.311 

REGIONAL GRAIN AND MILLING ENTERPRISE 
Wojew6dzkie Przedsiebiorstwo Przemyslu 
Zbo~owo-Mlynarskiego "PZZ" (SOE) 
w Koszalinie z siedziba w Stoislawiu 
tel. 264-52 
fax. 265-37 
tlx. 532139 

WORLD-WIDE SIRESINC. 
John Schouten,Jr-v-ce President Marketing 
P.O.Box 149 tel. (209) 584-9281 
Hanford,CA 93232; USA 	 cable: Worldwide HNFD 

tlx 910-544-3235 

fax (209) 584-2003 

ENTERPRISE FOR FAT INDUSTRY IN WARSAW 
Zaklady Przemyslu Tluszczowego w Warszawie 
Mr.Cudnik-director for commercial affairs 

tel. 197-408 
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COOPERATIVES 

AGRICULTURE PRODUCTION COOPERATIVE 
Konary 
woj.Krak6w tel. wiatniki G6rne: 32 
Marian Nikolin-president 
Jacek Kmieciok-v-ce president 

HONEY AND HORTICULTURE COOPERATIVE 
Sp6ldzielnia Ogrodniczo-Pszczelarska w Tarnobrzegu 
Wiadyslaw Chmielowiec- prezes zarzdu 
Jerzy Kiliafiski- v-ce prezes d/s handlu 
ul.Sandomierska 8 tei. 22-13-68 
Tarnobrzeg 

P G R - STATE FARM 

STATE FARM CZYZOW SZLACHECKI 
Paiistwowe Gospodarstwo Rolne Czy±6w Szlachecki 
Tarnobrzeg tel. 

STATE FARM
 
Jaroslawiec 
 tel. 
Piotr Nowak - Temporary Administrator 
groda Wielkopolska tel. 

Kombinat PGR Konarzewo 
ini.Jan Tadeusz Baier-Dyrektor 
62-071 Konarzewo k/Poznania tel. 

tel. 

STATE FARM MICHALOW 
Pailstwowe Gospodarstwo Rolne Michal6w 
Voivod Office Zamogd tel. 
Urzad Wojew6dzki Zamo d 
Andrzej Kitlifiski - manager 

3 

0-61 178-805 

0-665 540-41 
0-665 540-45 
0-665 520-05 

148-011 
148-059 

Zamogd 
139-22 
139-17 
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STATE FARM in POLCZYN ZDROJ 
Paiistwowe Gospodarstwo Rolne w Polczynie Zdroju 
mgr inz. Eugeniusz Bujakiewicz-Dyrektor 
uI.Nowa 2 tel. 625-37 
78-320 Polczyn Zdr6j 624-21 

tlx. 533387 
tel. 620-42 

STATE FARM KLANINO 
BREEDING FARM 
Stanislaw Karainiewicz - Director 
76-021 Krepa tel. (894) 18-25-67 
Kianino (894) 18-72-81 

fax (894) 18-25-67 

HORTICULTURE FARM NARAMOWICE 
mgr inz. ogrodnictwa Andrzej Aumiller 
-Tymczasowy Zarz~dca Gospodarstwa Ogrodniczego Skarbu Paistwa Naramowice 
-Temporary Administrator of the Horticulture Farm 

ul.Naramowicka 150 tel.centr. 22-70-11  
61-619 Poznari bezp. 20-16-82  

52-87-46  
fax. 202-292  
tlx. 4142555 

Andrzej Aumiller 
- Prezes Oddzialu Poznadiskiego Stowarzyszenia Naukowo-Technicznego Iniynier6w i Technik6w 
Ogrodnictwa 
- SITO 
President Scientific/Technical Association of Horticulture Engineers and Technicians 
ul.Wieniawskiego 5/9 tel. 521-772 w.226 
61-712 Poznari 

PRIVATE FARMERS 

Nowak Bogdan 
ul.Dobra 18 tel. (894) 18-23-77 
gmina Bedzino 
woj.koszalifiskie 

Rusztyn Lucian tel. 133-1 1 
private farmer 
Poczta Chomeciska 
woj.zamojskie 
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RESEARCH
 

STATE BREEDING AND ACCLIMATIZATION INSTITUTE 
Instytut Hodowli i Aklimatyzacji Roglin 
IHAR 
mgr inz.Alfred Sobczak-Kierownik 
Pracownik Promocji 
Radzik6w tel. 55-26-11 w.382 
05-870 Blonie fax. 55-47-14 

tlx. 812914 ihar 

MEAT AND FAT INDUSTRY INSTITUTE. 
Instytut Przemyslu Miesnego i Tluszczowego. 
dr inz Artur Katzer - Kierownik dzialu przetw6rstwa tluszcz6w 
ul.Rakowiecka 36 tel. 49-07-85 
02-532 Warszawa tel. 49-01-71/466 

fax 49-44-19 
tlx 813845 lps 

PLANT BREEDING AND ACLIMATIZATION INSTITUTE 
(experimental station Malyszyn) 
Mr.Makowiak 
Malyszyn, Gorz6w tel. 28-520 

SZCZECIN UNIVERSITY 
Uniwersytet Szczeciriski 

prof.dr hab. J6zef Hozer-
Uniwersytet Szczeciriski 
ul.Mickiewicza 66 
71-101 Szczecin 

Expert PTE 
tel. 70-447 

760-31 w.388 

POLISH ECONOMIC SOCIETY 
PTE Szczecin 
ul.Mickiewicza 66 
71-101 Szczecin 

tel. 787-01 
760-31 w.566 
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GEMINI/POLAND SMALL BUSINESS PROJECT
 
SHORT-TERM CONSULTANCY
 

SCOPE OF WORK
 
for an
 

Agroindustry Subsector Assessment
 
of Small Business Constraints and Opportunities
 

1. 	 Background 

11 	 The GEMINI component of the Government of Poland (GOP) and USAID Poland Small
Business Program assists the GOP to accomplish its small business advocacy objectives.
Part of the work of GEMINI/Poland is to assist the MIT to identify and target specific
industries whose restructuring and growth offer increased potential for small business 
development. 

1.2 	 GEMINI's industry-specific research focuses on the scope of small business activity
within and access to targeted industry markets and the operational linkages of small 
business to larger enterprises and private businesses to state-owned and cooperative
enterprises. The purpose of this research is to identify the policy, regulatory and 
financing constraints and opportunities affecting profitable small business development in 
the industries analyzed. The results of GEMINI industry analyses are used to formulate 
policy recommendations, small business assistance strategies and government/private 
sector action programs to support small business expansion in Poland. 

1.3 	 Agribusiness accounts for one-third of Polish industrial output. In the past three years, the 
switch to a market economy has had an enormous impact on every facet of the 
agricultural economy, particularly on input supply and farm output processing
agribusinesses. Local farms and agribusinesses m!, st compete with imported inputs and
processed food products, mainly from the Western European farms and agribusinesses.
Economic, legislative, regulatory and financing issues span the spectrum from unclear 
property and ownership rights and privatization of state-owned enterprises (SOEs) to 
demand for preferential credits and unequal tax subsidies. Lack of a clear private sector
industrial policy, especially one which addresses the agribusiness sector, is accentuated by
major financing issues, such as ineffectual credit policies, high interest rates and poor 
banking services. 

2. 	 Assessment Rationale 

2.2 	 The current state of Polish agribusiness is grave. The farming sector is dependent
agribusiness for input supplies which have rapidly increased in price. Price increases in 
agricultural inputs (i.e. fertilizer), and deterioration and excess of farm equipment not
employed,coupled with low farm productivity and product-led perceptions of the 
agricultural sector market are some of the reasons behind high farm-gate prices. 

2.3 	 Many of the new small agribusinesses formed in 1990 ceased operation by the end of 
1991. Among the reasons for the small business failures are the lack of credit, rising
input costs, 	 inefficient processing machinery, loss of traditional markets, imperfect market 
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information and access and bureaucratic constraints on leaving/privatizing SOE farms, 
coops and agribusinesses. The growth of this industry is also currently impeded by the 
declining farm output, partially due to the drought, lack of market linkages and 
agricultural 	policies and issues arising from the privatization of SOEs, land use and 
ownership 	uncertainties associated with cooperatives. Significant legal, regulatory and 
financial systems reform must be addressed. Equally important, regulatory and policy 
reform is not being implemented in a cohesive manner based on agribusiness systems and 
linkages to 	farmers and market. These limitations reduce the positive impact of the 
agroindustry subsector on economic growth. 

2.4 	 Despite the problems, the potential for small business growth in agroindustries is 
considerable. New market development efficiently produced, cost competitive agricultural 
products and by-products is a major priority. Domestic and export marketing constraints 
must be analyzed and potential identified solutions must be tested. 

2.5 	 In the past 3 years, Poland has been flooded by imported food products, nearly 50% of 
total imports originating in the EEC. Pent up consumer demand for foreign goods 
combined with superior marketing and sales forces in the Western firms results in a loss 
of the market share for Polish producers. However, because of the economic recession 
and declining incomes, Polish agribusiness have the potential to complete more effectively 
both in domestic and foreign markets. Attention must be focused on markets rather than 
products. Solutions to some of these complex issues will be found in examining linkages 
between private, state owned enterprises and cooperatives and in assessing potential 
markets. Recommendations on specific policies, legislation and regulatory reforms can be 
drawn from the conclusions of this analysis. 

2.6 	 All areas of privatization are proceeding at a much slower pace than anticipated. 
Privatization was seen as the key to the transformation of Poland's command economy to 
a market economy; this was an overestimation of the privatization process. Presently,
SOE's and particularly SOE farms, are being (re)privatized at a rate ( ); this is x% of all 
SOE's being privatized. Also, leasing of SOE farms, processing plants and distribution 
companies is being undertaken by the -------- agency. 

2.7 	 Export market constraints are numerous given intense international competition. As an 
associate member of the European Community, Poland is only allowed to export raw or 
semi-processed goods in tightly controlled quantities. Poland's traditional markets with the 
former COMECON countries fell apart with the dssolution of COMECON. The state 
apart uses in charge of marketing and distributing state-processed goods abroad have 
become dysfunctional in all these countries; new, private businesses are not Polish. Other 
Central Europcan countries have discontinued previous trade due to lack of hard currency 
and reduced disposable income in the Commonwealth of Independent States. 

2.8 	 Within this framework of structural adjustment and economic recession, the 
transformation of the agroindustry subsector from state-owned enterprises to private sector 
companies -- many of them small and medium sized ventures -- will continue. Such 
businesses are often better positioned to respond rapidly to changing and more competitive
market demand conditions affecting this industry. Thus the challenge to government in 
the near and medium term is how to create, implement and sustain a policy favorable to 
private sector SME agribusiness to open new market channels, increase farm and 
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agribusiniess 	production, stimulate new investment, maximize rural employment and the 
efficient use of agricultural sector resources. 

2.9 To provide a basis for such policy formation, the government requires industry specific
data and information which clearly identifies policy and financing constraints and problem
solving strategies and opportunities to effectively foster the owth of SME agribusiness.
This Scope and Work is designed to accomplish this objective, and provide the 
government with a cchesive range of findings, conclusions and recommendations on 
policy options and strategies to be pursued. 

3. 	 Objectives of the Agroindustry Subsector Assessment 

3.1 	 Assess the current status and near and medium term market potential for increased small 
business participation in agroindustry based, in part, on linkages to privatized SOE and 
the lease of SOE agribusiness and farming assets. 

3.2 	 Determine the extent to which the current regulatory, policy, privatization and financial 
systems environment impedes or fosters small business investment formation and the 
viability of small business operations in the agroindustry. 

3.3 	 Based on the results of analysis, prepare a report which details the opportunities for policy
and financial system reform and strategies to be pursued by government to strengthen and 
expand agribusiness markets and private sector investment in the growth of the SME 
agribusiness 	sector. 

4. 	 Focus of Analysis 

4.1 	 For purposes of this assessment, an agroindustry focus on specific commodity systems and 
agricultural areas will be employed. Commodities to be analyzed may include oilseeds,
fresh and processed fruit and vegetables and select livestock products. 

4.2 	 Small business participation in and access to the agroindustry markets will be assessed 
through structured interviews and empirical analysis of data and information provided by: 

a) SME agribusiness farm output processing, marketing and distribution companies, as 
well as relatively integrated mixed farming and processing SOEs in the process of 
being privatized; 

b) private, 	public and cooperative sector input suppliers; 

c) Government of Poland (GOP) Ministries (e.g., Agriculture, Privatization and
Finance), technical assistance and donor organizations concerned with agroindustry 
projects, training, privatization and financing. 

4.3 	 Agribusiness financing constraints and opportunities will specifically be assessed within 
the scope of the field research and analysis carried out. 

4.4 	 Legal and regulatory issues, bureaucratic practices and privatization programs affecting
SME agribusiness operations in the industry will be assessed within the context of the 
current civil, commercial, agricultural and taxation laws and regulations of Poland. 
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5. 	 Assessment Methodology 

5.1 	 Empirical Research: 
Assisted by GEMINI project staff in Poland, the consultant will prepare questionnaires to 
guide and focus field interviews with those participating in the agroindustry subsector 
assessment. The questionnaires will be designed to provide the empirical data and 
information required to: 

a) 	 define and describe the structure of the industry, emphasizing the role and functions 
of SME agribusiness; 

b) 	 estimate the near and medium term demand trends in the agroindustry market, and the 
strengths and limitations of small business participation in that market; 

c) 	 delineate the vertical and horizontal linkages and competition between formal and 
informal small businesses and other firms in the industry; 

d) 	 assess the financing and taxation constraints impeding SME agribusiness profitability
and growth, and determine the opportunities to increase private sector investment 
incentives and access to credit; and 

e) 	 analyze the legal, regulatory and bureaucratic constraints affecting agroindustry and 
SME agribusiness to determine the opportunities for policy reform and investment 
promotion to support the viable growth of and increased private sector participation in 
the agroindustry sector. 

5.2 	 Comparative Analysis: 
The results of field research will be compared to more macro data and information 
assembled by GEMINI/Poland staff from secondary sources (agroindustry, agribusiness,
infrastructure, privatization, agricultural policy and economic reports on Poland) to 
maximize the value of the findings and conclusions derived from this assessment. 

5.3 	 Special Issues: 
From a policy perspective, the impact of developing markets and distribution outlets for 
agribusiness products is a major objective in this assessment. Simultaneously, financing 
for SMEs, access to foreign donor supported financing and agricultural sector 
privatization programs will be carefully considered. The extent to which state owned and 
quasi-privatized enterprises, other government entities OTcal, provincial and national) and 
donor assistance affects SME agribusiness access to the agroindustry markets will be 
specifically 	delineated and analyzed. 

6. 	 Term of Assignment, Reporting Requirements and Logistic Support 

6.1 	 The consultancy period shall be 210 person days in Poland, commencing in early to mid-
August 1992. 

6.2 	 The Team Leader selected to carry out this assessment will provide the GEMINI/Poland 
director with a work plan within five working days of his/her arrival in Poland. 
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6.3 	 A draft outline of the proposed assessment report contents and the results of research to 
date shall be presented to the GEMINI/Poland director within 35 working days of the 
commencement of the assignment. Research constraints and issues arising will be 
discussed and corrective action taken at that time. 

6.4. 	 Extensive data information on the agr-,;ndustries and the laws and regulations of Poland 
affecting the industry and small busine.; will be provided to the consultant by
GEMINI/Poland. Office facilities, local professional and field research logistics support
staff will also be provided by GEMINI/Poland. Development Alternatives, Inc. shall 
provide consultants lap top computers to use during the assignment. 

6.5 	 Participants in the field research to be carried out have been contacted/and or targeted by
GEMINI/Poland. These include agribusiness, cooperatives, private sector agroindustry 
groups and associations, financing institutions, GOP entities and representatives of donor 
organizations and donor sponsored technical assistance projects concerned with the 
agricultural sector. 

6.6 	 A complete draft assessment report will be presented to the GEMINI/Poland director prior
to the consultant's departure form Poland. The report shall include the names, addresses 
and telephone numbers of all persons interviewed, with recommendations on who among
them should be asked to participate as members of a GEMINI Agroindustry Working
Group. This Working Group would be organized to advise the MIT on policy issues and 
assistance needs of the small business sector involved in the industry. 

r, 
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PART ONE 

SMALL BUSINESS ADVISORY CENTER CASE STUDY 

INTRODUCTION 

The rapidly changing structure of the Polish economic system is placing the small farmers of the
Tarnobrzeg District, where the average farm size is only about 11 acres comprising as many as 10 
separate small plots, in a critical situation. 

" 	 The bankruptcy and closing down of 	many of the state farms and other state-owned 
enterprises has resulted in the loss of many outside jobs that 40 percent of the private farmers 
of the district were forced to hold down to supplement their farm income. 

" Marketing channels for both farm inputs and outputs have been severely disrupted resulting
in rapidly rising input costs and decreasing prices for farm products putting a severe"squeeze" on net farm revenues. 

" 	 The added difficulty of a severe drought throughout most of Poland in the summer of 1992 
has further diminished already-reduced crop yields resulting from less than optimal use of 
fertilizers and other farm inputs. 

As enough has been written about the current crisis in the Polish economy in general, and the 
agricultural sector in particular, the situation will not be reviewed in detail here. For 	a general reviewof the agricultural situation in the district and a more detailed examination of three major agricultural
subsectors, the reader is referred to Agricultureand Food Production,Tarnobrzeg District, Poland, July
1991, published by Techiioserve, Inc., 49 Day Street, Norwalk, Connecticut 06854 USA. 

The Enterprise Promotion and Support Center (EPSC) was established by Technoserve as a Polishnonprofit foundation on the invitation of Senator Zbigniew Romaszewski of the Tarnobrzeg District in
July 1991. Establishment of the program followed a preliminary assessment of the agribusiness sector
of the district by a Technoserve team in 1990. The program operates in an environment of rapid
economic and political change and resulting uncertainties as to the specifics of government programs and 
regulations that affect the operations and viability of agribusiness ventures. 

The first act of the newly established EPSC was to carry out a more detailed review of
agricultural activities in the Tarnobrzeg District with assistance from consultants associated with the 
Church of Jesus Christ of Latter Day Saints. The purpose of this study (cited above) was to evaluate the
needs and resources of targeted agribusiness subsectors (daiiy, livestock, and horticulture) and establish 
a database for future use. 
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PROGRAM DESIGN AND START-UP 

The goal of the Technoserve program in Poland isto "generate new sources of rural employment 
- as well as viable, sustainable sources of income - for the economically distressed farm families of 
Poland." This goal is to be accomplished by establishing, developing, and turning over to Polish 
management, a nonprofit Polish foundation, the Enterprise Promotion and Support Center. The EPSC 
is to operate in such a way as to become financially self-sustaining on the basis of fees generated and 
income from direct commercial activities. It is also to become a model for replication in other regions 
of Poland and perhaps in other countries. 

The EPSC consists of two components: a Business Analysis and Advisory Services Unit (BAAS),
and a Farm Service Company (FSC). The BAAS will provide short-term busincss analysis, advisory 
services and training to local enterprises, on a subsidized fee basis, to identify market opportunities and 
learn the skills necessary to capitalize or those opportunities and to establish viable rural enterprises. The 
FSC will operate as a "for-profit" company to provide assisted emerprises and others with technical 
services such as tractor repairs, agricultural input supplies, warehousing and market brokering. The 
BAAS was fully operational at the time of this review. The FSC, though not yet fully functional, was 
preparing to initiate a commercial accounting service and reviewing several other "for-profit" service 
activities. 

The operational objective of the EPSC by the end of year three (mid-1994) is to provide long and 
short-term enrerrrise development support and technical services on a fee basis to 150 to 200 rural 
farmers and entrepreneurs and 8 to 12 major enterprises each year. By that point, both components of 
the EPSC are to be filly operational and generating 25-30 percent of local program costs. Management
is to be in local hands and a replicable program model of the promotion and support of rural enterprise 
development is to have been field-tested and proven. 

The program is supported by a three-year, USD 1,171,000 Cooperative Grant from the U.S. 
Agency for International Development (USAID). This grant was to be coupled with a grant from the 
Polish Government (GOP) of USD 98,000 and other Technoserve-generated funds of USD 292,000. As 
this review was being carried out it became clear that the GOP was going to have difficulty in providing
the support it had previously indicated would be made available. A follow-up request for this finding 
is currently being prepared for submission to the Sejm (national legislative body) through the office of 
Senator Romaszewski. 

The initial staff tea.. of the EPSC was to incl-ide two expatriate Technoserve advisors in the 
positions of Director and Agribusiness Development Specialist. These two were to be complemented in 
the first year by six local specialists in the three agribusiness subsectors targeted as the focus of enterprise
development activities: fruit and vegetable production and processing, dairy production and processing, 
and meat production and processing. The full staff complement was recruited and fielded on a timely
basis as the project was starting up in mid-1991, and a Peace Corps Volunteer accountant and small 
business management advisor was added in early 1992. 

In April 1992 it became necessary for the EPSC director to return to the United States for health 
reasons and the agribusiness advisor was assigned to the position of director. The second position has 
remained vacant with the original agribusiness advisor serving both functions. Technoserve has seen this 
as an opportunity to accelerate the identification and placement of a Polish deputy director in the 
program. Without having spent a great deal of time assessing die strengths and weaknesses of individual 
staff members, the technical competen'e and motivation of the team members appeared to be extremely 
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high. However, the staff needs to be augmented by one additional expatriate with experience in program 
management, feasibility analysis, and finance. 

An extensive program of training for all local staff members was carried out by a combination 
of EPSC managers and Technoserve personnel from other countries. The training covered Technoserve 
administrative systems as well as the preparation and analysis of feasibility studies, market analysis,
financial analysis, environmental impact analysis, English as a second language, computer use, personnel 
management, and other topics. 

The initial design also called for the establishment of a local Advisory Board to eventually serve 
as the Board of Directors of the EPSC once Technoserve assistance is completed. Seven prominent local 
individuals from the private sector, government, and the local Catholic Church have agreed to serve on 
this Advisory Board and they have also begun receiving orientation and training from the EPSC team. 

SUBPROJECT IDENTIFICATION AND CURRENT ACTIVITIES 

The EPSC team has taken a variety of approaches to making itself and the availability of its 
services known throughout the Tarnobrzeg District. It has met with district officials, installed a large
sign over its offices, placed advertisements and articles in local newspapers, and niet with farmer groups
(men and women) throughout the district. The result of these efforts has been an escalating number of
inquiries and requests for assistance. At least 103 contacts with small-scale farmers, farmer groups,
private entrepreneurs, state farms, and other state-owned enterprises have been logged to date. 

While the majority of these contacts have been for informational purpose3 only ("Can you lend 
me some money?"), they all tend to spread information about the Center throughout the District and help
to develop a more accurate understanding of the types of assistance the Center is prepared to offer and 
the terms under which it is offered. The following specific activities have resulted from this group of 
contacts: 

* Five feasibility studies have been completed and turned over to sponsors. These studies have 
been for enterprises in four subsectors. In addition, a "pro forma" feasibility study has been 
prepared for the establishment of a modern mnilk-processing operation to produce high quality
milk products. This enterprise will be developed when an appropriate sponsor group of small 
farmers is identified. 

" Three feasibility studies are curiently in the process of being completed in conformance with 
contracts between the Center and sponsors and sponsor groups. 

" Longer-term service agreements either have been or are currently being negotiated with three 
enterprises. 

Four basic criteria are used to determine the eligibility of an enterprise to receive BAAS 
assistanc.o: It must be agriculture-related. It must be located in Tarnobrzeg District. It must be 
organized and registered as a private business. The project sponsor or sponsor group must have, or be 
able to obtain, the management skills required to run a project of the type proposed. In determining the 
priority of projects for assistance EPSC also considers the number and type of project beneficiaries, the 
amount of training that will be required and the availability of equity likely to be required to develop the 
project. These decisions are made by the professional staff in their regular meetings. 
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The program is now at a turning point. It is moving from a time of organization, orientation,
training, and promotion to a period of more intensive implementation of a limited set of activities. At
the time of this review a decision was made to focus the lion's share of staff effort over the next six 
months on the implementation (commercialization) of just five activities. 

Under the nonprofit BAAS arm, two groups of state farm employees are being assisted to plan
to take over the farms on which they have previously been employed. These mixed farms at Czyzow and
Wolka cover 1,425 and 740 acres and involve 43 and 22 worker/owners, respectively. Both feasibility
studies and restructuring plans are in the latter stages of preparation and long-term assistance contracts 
are being prepared with the worker-owned companies that have been formed to take over these farms.
These should serve as models of how a small business advisory center can assist local worker groups and 
the government in the state farm privatization process. 

A third high priority enterprise under the BAAS program is the provision of assistance to an 
entrepreneur wishing to establish a small meat processing operation in Pysznica. A feasibility study
completed earlier can be adapted to this purpose. The -ponsor has raised and spent more than USD
200,000 of his own and his family's money over the past 10 years to acquire land and construct 
approximately 2/3 of tl'e facilities required for the operation, but has now run out of funds and is unable 
to complete the project. This should be a fairly quick implementation process if additional loan capital
can be generated. Seven workers would be employed in the processing of 10 pigs and 2 cows per day. 

The for-profit FSC arm of the EPSC will be initiated by the launching of a commercial
bookkeeping and accounting service in January 1993. This service will focus on the establishment of
Western-style accounting systems now andrequired by the governmer banks, the establishment of
appropriate accounting systems for new enterprises, the computerization of manual accounting systems,
the preparation of income tax returns, training of accounting and bookkeeping personnel, and oLher
related services. As preparation for this start-up, one EPSC staff member (an agricultural economist) is 
being trained in Western-style business and accounting practices by the Peace Corps Volunteer assigned
to the project. Computerized Polish accounting programs are being reviewed; Polish laws concerning
taxation, accounting, banking, business reporting, and so forth are being collected and studied; a model
 
service contract isbeing developed by a local lawyer; and the identification of potential clients has begun.

Privatization of previously state-owned enterprises, changes in tax law (and the institution of a first-ever
personal income tax), as well as the required conversion of all accounting systems to a Western (EEC)
model, all indicate a substantial demand for these services once the program is launched. 

A second for-profit activity planned to be implemented in November and December 1992 is the
brokering of Lupin bean exports to Italy. In this case, the FSC will serve as a broker, taking an option
to sell a fixed quantity of beans (probably 25 tons) to an Italian buyer, and offering small farmers who
plant these beans as an intercrop with potatoes an option to sell their beans at an attractive fixed price if 
sufficient commitments can be generated to fill the entire order. The export shipment would be made
against an irrevocable letter of credit from the buyer and farmers would be paid within 30 days of
shipment. Any margin from the deal (potentially as much as USD 5,000) would be retained as initial
capital for the FSC though a portion of it might be paid to the farmers as a demonstration of the benefit
of this type of activity. The intention will be to form a bean producers' group to play a more active role
in this trade in future years. There are, of course, numerous risks in this type of deal, which partial]
account for the farmers' initial reluctance to form a group to do the trade this year. For now, they have 
adopted a "wait and see" position but will be more than happy to sell their crop if the price is right. 

Other subprojects that might be elevated to the top priority list if any of the above fail to
materialize include a state farm privatization in Ruda (BAAS) and a tomato-packaging operation (FSC). 
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The EPSC has developed a number of important local institutional relationships that at once 
enhance its ability to work productively in the district and enable it to provide assistance to other agencies
with similar or complementary aims. A good day-to-day working relationship with the deputy provincial
officer (vice wojewoda) in charge of agriculture has proven useful to both parties as mutual references 
and 	information flow freely between the two offices. Similarly, the EPSC staff works closely viith the
farm extension service in the district (ODR, part of the Ministry of Agriculture) providing training in 
areas of need. A good working relationship with the Bank for Food Economy has resulted in the referral 
of projects to the EPSC as well as willingness on the part of the bank to consider projects recommended
by the EPSC. The ongoing contact with the office of Senator Zbigniew Romaszewski, whose initiative
it was to establish the program, continues to play a critical role in linking the program as necessary to
national level policy. The EPSC also stays in contact with the regional office of the Agricultural Property
Agency (AWR), the USAID-sponsored GEMINI project and, informally, with other small business 
development centers. 

One institutional linkage of particular note isthe working relationship that has developed between
the EPSC and the Pulawy Soil Institute that is trying to develop a small business advisory center of its 
own. The EPSC is collaborating closely with them in planning this venture and is providing training as 
requested to help their staff develop necessary business development skills. 

PROGRAM IMPACT TO DATE 

After only 15 months since the establishment of the program it is too early to determine the
quantitative impact of a program of this nature. There are, however, a number of accomplishments that 
may be cited. In LogFrame terminology, niost of these are more at the output (or activity) level than at 
the purpose (or objective) level. 

• 	 Six hundred small-scale strawberry farmers at Kazimierz effectively took control of their 
cooperative, appointing their own management and revitalizing a failing operation. This took 
place after just five meetings with EPSC staff covering topics such as marketing, production,
business planning, finance, cooperative management, and others. The EPSC has no further 
regular contact with this cooperative because none is required. The cooperative operated
successfully in 1992 although strawberry yields were seriously reduced by drought. 

• 	 Eight Polish professionals have been trained to implement the Technoserve methodology in 
the analysis and )lanning of business activities. 

• 	 Seven local leaders have been recruited to serve on the Advisory Board and have begun
receiving training on the Tech1aoserve program. They were responsible for organizing and 
registering the EPSC as a non-profit entity under Polish law. 

* 	 A major sector study of agribusiness activities and potential in the region has been carried 
out and published, greatly adding to the existing knowledge base regarding agriculture in the 
district and identifying high priority subsectors for program interventions. 

* Four state farms have been assisted to deveiop long-range plans to achieve profitability in 
their operations. These plans include full financial projections and the preparation of 
financial packages. Employee groups were assisted to form private com;anies to iease the 
land from the state agency and plans for the 1993 crop season are being developed. 
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" 	 A cooperative owned and operated primarily by women was assisted to complete a financial 
analysis of its candy and soft drink manufacturing enterprise. The business was found to be 
potentially profitable and a new manager was hired to implement the business plan. 

" 	 Two private businesses were analyzed and strategic plans and financial projections were 
prepared for the owners. One of these (a meat packing operation) is likely to approach
CARESBAC for financing. The other used the analysis to decide against making any 
additional investment in the business. 

" 	 Three pro-forma feasibility studies of apple packing, meat processing, and milk processing 
were completed and are being used by clients who request assistance in these activities. 

" 	 The EPSC has been active in collaborating with other projects and institutions: 

- Three advisors from the Pulawy Soil Institute received a month of in-house training at 
the EPSC that led to a request for more extensive assistance in establishing a similar 
operation in Pulawy. 

- EPSC advisors work with the local ODR on training and technical assistance activities. 

- EPSC staff have assisted GEMINI consultants with their investigations of conditions in 
the agricultural sector. 

- A team of women from the EPSC staff has been formed to assist township women's clubs 
to identify and develop income-generating activities. 

- A VOCA volunteer doing an analysis of the apple packing business financed by the 
Polish-American Enterprise Fund used the EPSC office as his base during his stay in the 
area and was given support and assistance by the EPSC staff. 

In general, the program is making good progress toward the achievement of its projected output 
targets. In some areas they are operating somewhat ahead of schedule while in others, most notably
subproject implementation, progress is lagging. The next few months should see a significant impact at 
this level, however, if the intended focus is maintained on working intensively with a limited number of 
enterprises. 

PROGRAM STRENGTHS 

The Technoserve/EPSC program offers several strengths as a model for other small business 
advisory centers in Poland or other East European countries. First, and perhaps most important, is that 
it takes a focused and pragmatic approach to the accomplishment of program objertives - the 
development of small businesses. It is implementing a variation of a development model that has been 
successfully applied in a number of other countries and is still flexible to the peculiar situation of Poland 
and 	the rural enterprise development opportunities that are found here. 

A second major plus, and the one that enables it to make a relatively quick start and project the 
rapid achievement of program objectives, is the good capability of its Polish staff who came to the 
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program with solid backgrounds in their , arious academic disciplines, though lacking in entrepreneurial
experience and a thorough understanding o,' "market" economics. 

The linking of non-profit and for-profit activities also appears to be a strength for the EPSC 
program, providing the opportunity to act in a commercial way to provide necessary goods and services 
to subprojects and others, as well as to demonstrate the "commercial" way of doing things in a distinctly
"non-commercial" environment. There appears to be little or no resistance to this approach and the for
profit activities offer at least the hope of eventually providing financial support for the non-profit side of 
the operation. 

The program was initiated on the request of a senior level local politician and is fully consistent
with the objectives and priorities of the Polish and U.S. governments. The EP3C works closely with 
officials at the provincial level and with those representatives of the central government who are
responsible for the privatization effort in tie district. These officials are a key source of subproject
referrals to the EPSC and are largely responsible for the current subproject portfolio. 

It is a significant strength that the program is focused on just one province and seeks to gain a
comprehensive understanding of, and make a significant impact on that province, rather than providing 
a narrower range of assistance over a wider area. In this way, it is fully complementary with the
USAID-sponsored GEMINI project that is assisting government at the center to m:tke policy and
regulatory adjustments that will facilitate the private enterprise development process. It is, in a sense, 
a field laboratory from which the GEMINI advisors can learn and links them to real field level activities. 

PROGRAM WEAINIESSES AND CONSTRAINTS 

There are aiso inevitable forces that retard the development of the program. First isthe very tight
budget with which the program must operate. Additional budget resources would enable Technoserve 
to bring in at least one more program management and finance specialist and to provide the type of high
level and specialized short-term assistance required to do a sound job of assisting the complex enterprises
with which the EPSC finJs itself dealing. Although local staff appear to be competent in their areas of
technical specialization, there seems to he in Poland a general lack of understanding of the"commercialization" process. This is natural in a situation ',here for two generations there was no such 
process.
 

The EPSC isalso working in a very erratic policy environment with the central government tr, ing
to develop a body of law that will support the private sector but isproceeding in "fits and starts" that fail 
to send a clear message to its people and make business planning very difficult. For example, recently
proposed changes in the tax code will have a major effect on the viability of business enterprises - an 
effect that cannot yet be detailed and built into the business-planning process. Similarly, uncertainties
regarding the land privatization process make it difficult in most cases for private farmers to obtain a
long-term lease on land they wish to take over from the state. Claims of prior owners of the land must
be adjudicated before land can be leased or purchased. This leaves th , new lessors or potential owners
with no collateral for use in securing much needed long term investment credit, and, often, with little 
assurance tnat their tenancy will extend beyond its initial three-year term. 

There are also certain policies, largely in the labor management area, that tend to greatly increase
the real cost of labor over the nominal base rate and make it difficult to carry out the staff reductions that 
are often necessary to turn around a failing enterprise. These policies (long vacations and liberal sick 



D-12
 

and maternity leave, completely paid medical care, -gaaranteed employment, and so forth) have been built 
into the syster. to the extent that the workers now expect them as their right whether or not they are 
economically sustainable. 

The LPSC also faces an array of what wu may call "non-entrepreneurial attitudes" on the part 
of nearly everyone it deals with. The lack of "commercialization" experience on the part of staff 
discussed above is one manifestation. Another is that small farmers are slow to accept the fact that if 
their situation is going to improve, it is only they themselves who will do the improving. T.ey support 
the work of the EPSC but are generally happy to sit back and wait to see what is created for them rather 
than to become partners with the center in the creation of a new enterprise and invest their own funds. 

The current recession in the Polish economy, that is at least partially a result of the restructuring 
process, also creates operating hurdles for the program. Small farmers are indeed short of investment 
capital as a result of declining operating margins and are adopting a very conservative stance toward what 
they perceive as risky new investments in an uncertain environment. Commercial banks are struggling 
under the load of a mountain of accumulating bad debts fi'om the failed and failing state enterprise 
system. Interest rates are high, generally over 50 percent, which makes long-term borrowing generally 
unattractive even if inflation is also high and the currency is steadily devaluing. 

Perhaps the most serious threat to the program isthe shortage of time within wh:ch program goals 
must be accomplished, or more importantly within which the Polish people must begin to see more 
tangible benefits of the new political and economic system in which they live. There is a real sense of 
urge--y about the accomplishment of important objectives. This sense of urgency exists alongside a high
level of optimism that a few successful demonstration cases will have a rapid "snowball" effect and that, 
once under way, change will take place at a rapidly increasing rate. 
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PART TWO 

SMALL BUSINESS ADVISORY CENTERS - FUTURE FOCUS 

INTRODUCTION 

The investigation that was carried out as part of the case study presented in Part One of this 
annex, together with other research carried out as part of the Agroinlustry Sector Assessment, brought
to light at least five important issues to consider in the design and operation of small business advisory 
centers (SBACs) in Poland. The same factors are likely to apply in varying degrees in other Eastern 
European countries undergoing political and economic transformations similar to that which Poland is 
experiencing. The bias that underlies this discussion is that the objective of establishing these :enters is 
to maximize their contribution to the small private sector business development process, and therefore 
contribute to the commercialization of te overall economy. The purpose is to make the most effective 
use possible of local human and natural resources, with a minimum of long-term public financial support
requirements - whether from domestic or international sources. 

FINANCIAl SELF-SUSTAINABILITY 

The type and scale of enterprises being assisted by the EPSC in Tarnobrzeg Province and the 
potential for it to undertake commercial activities on a for-protit basis on its own behalf indicate a rather 
strong likelibood of attaining a substantial level of self-sustainability within a three-to-five-year period.
There appears to be no conflict under current Polish law of the foreign-sponsored SBACs being registered 
as non-profit Polish foundations, undertaking for-profit activities to support their development programs.
It appears that the effect of the current law permits this type of activity, but that the SBAC may not be 
completely free of tax obligations. Much work remains to be done in the area of foundation law. 

SBACs can earn revenues by several means. First, they can charge fees for short- or long-term
services provided to client enterprises. Such fees may be adjusted to recognize the differing priorities
and ability to pay of various clients. For example, a group of small-scale women farmers might be 
charged a very low (subsidized) fee for die same type of management advice or service for which a more 
prosperous business would be required to pay a full "commercial" rate. An SBAC might also generate 
revenue by playing a direct commercial role in local agribusiness activities. For example, it might serve 
as a broker for export deals in order to test and demonstrate the viability of such trading and train local
farmer groups or entrepreneurs to play the role. Under certain circumstances, an SBAC may decide to 
become a direct importer and distributor of certain farm inputs not otherwise available. This type of role 
should be approached with caution, however, as it might not be productive for an SBAC to put itself in 
the position (or the perceived position) of competing with the agribusiness community it was established 
to assist. 

There may be cases where it would be useful for an SBAC to become a direct investor in local 
agribusiness enterprises and thus eventually generate a positive cash flow in the form of profit
distributions or loan repayments. This is an approach many would choose to take though there are at
least three major problems that tend to dim its luster. The first is that in an economy like Poland's, 

\\
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where most agribusiness enterprises are likely to require hundreds of thousands of dollars in capital, a 
very substantial fund would be required to make a program of direct investments worth the effort. A 
seconci problem is that when the amount of funding available is more limitc.d, there is a tendency to use 
sm,ll allocations of the available capital to "jump start" enterprises while they wait for the larger capital
that is "sure to be approved any day." Such "jump start" investments are frequently lost. A third reason 
to hesitate using this approach is that the mixing of technical assistance and capital assistance activities 
can frequently serve to pcrvert the functioning of both. 

An alternative way to invest in selected client enterprises is to take at least a portion (perhaps the
"profit" portion) of any fees for long-term services in the form of shares or as a royalty on the gross 
revenues of the enterprise. This has the result (as long as the enterprises are successful) of generating
long-term revenues for the SBACs without draining cash out of the client enterprises during start-up. It 
also creates a pprtnership bond between the SBAC and the enterprise that can be a very positive factor 
as the enterprise is developing. This concept has been tested in a limiteJ way in Tarnobrzeg Province 
and found no initial resistance from private project sponsors. It is important that the SBACs be as 
cautious in the selection of these investments as they would if they were considering cash investments. 

The lack of collateral with which to secure new business loans i. a serious factor inhibiting the 
availability of "bankable" projects to potential investing institutions. Two generations of an economic 
system that discouraged the accumulation of personal and private business assets has had the effect of 
seriously limiting the availability of valuable collateral. The possibility of the SBACs having access to 
their own permanent investment guarantee fund is one that might be investigated more fully. It might
be better, however, if the fund were located in an outside institution with its own controls but accessible 
to the centers. Cuarantees could be used to support international letters of credit for the purchase of 
imported goods, for securing working capital lines of credit or for providing security for longer-term
investment lending. In all cases, benefiting enterprises should be charged an interest rate to compensate 
the fund for the costs of administration and potential losses. 

SERVICES OFFERED 

The kinds of services a small business advisory center might offer may be included under three 
separate headings: short-term services, long-term services, and commercial services. There is a certain 
amount or overlap among the three but we will find a reasonably comfortable home for any activity we 
wish to consider within this framework. Financial services might be considered as a separate category
but, for the reasons mentioned above, it is not suggested that they be included among the activities of a 
typical business advisory center. 

Under the first category of services, short-term services, a large number of activities might be 
included. The factor they have in common is time - they all are provided within a specific time frame. 
They have a beginning and an end and a pre-agreed set of activities that will take place in exchange for 
a set fee. 

Any of the following services might be provided on a short-term basis: 

" Feasibility analysis, business planning; 
* Market surveys and analysis; 
• Privatization planning;
 
" Technology selection;
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* Training; 
* Accounting system computerization; and 
* Technical trouble shooting. 

These services and ohers, provided to a wide range of developing enterprises, provide the SBACs with 
exposure to a wide range of subsectors. They provide the assisted enterprises with highly focused 
services directed toward their specific requirements at the time and, to the extent that fees are charged,
provide a source of revenue to the SBACs. 

Long-term assistance activities would usually take the form of either general management
assistance or more narrowly defined assistance in the areas of accounting, production management,
marketing, or others. This type of assistaaice would normally put the SBAC in "partnership" with the 
client and fees may be based on a cash monthly retainer plus either a percentage of turnover or shares
in the company. The period over which such assistance might be offered could range from perhaps one 
year to indefinitely. Longer-term assistance should be based on fees at least high enough to cover the 
cost of assistance and provide a profit, once the enterprise has reached a state of financial viability, to 
recover initial subsidies and support start-up assistance to other ventures. 

The list of activities that might be undertaken under the general heading of "commercial" services 
is as broad as the imagination of the people in the SBAC and should be direcky responsive to the local 
situation. For example, the EPSC in Tarnobrzeg Province is developing a comni'ercial accounting service 
in response to a need that has been generated by a basic change in accounting requirements by banks and 
government, and a shortage of Poles trained to implement the new Western systems. By offering the 
service on a commercial basis to basically any client, the center will be at once providing a needed 
service, generating financial support for other elements of its programs and preparing Polish accountants 
to implement the new system. 

Another good example from the EPSC is the Lupin bean export brokering activity that is to take 
place in the next several weeks. The center will play a direct role by obtaining an overseas purchase
contract for beans to be purchased from local farmers. Again, not only should the EPSC generate a 
surplus from the activity, but a new marketing pattern will be developed and tested to be taken over by
Polish brokers or farmers associations whenever they are ready. In this case, if the EPSC/SBAC is to 
be a more or less permanent institution, it might play a useful long-term role as a facilitator of produce
brokerage activities on behalf of farmers who are too small and have too little access and knowledge of 
international markets to participate in them successfully on their own. 

Other ideas for commercial services include the importation and distribution of agricultural inputs,
fruit v1acking and processing, and milk processing. Ibelieve it is important for the SBACs to choose their 
activities carefully to ensure, first, that they are viable in their own right, and that they will facilitate 
rather than compete with the real or potential activities of their target population. Opportunities abound 
in Poland at the present time. The nature of those opportunities is likely to change very rapidly as the 
economy adjusts to the "new" economic realities. It is the task of the SBACs to remain ahead of those 
changes to identify and evaluate "cutting edge" enterprises that will lead to further developments, and to 
avoid the easy trap of responding to last year's economic situation. 
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MANAGEMENT AND STAFFING
 

There are several issues to consider when planning the management and staffing of a small 
business advisory cer ter: the make-up of the management and technical teams, the mix of expatriate and
local professionals on both teams, the use of Peace Corps or other volunteers, and the turnover of 
management responsibility to local staff members. These are complex issues that will have a major effect 
on the development of the program. It is tempting to suggest a "standard staffing package" for such
SBACs but, in fact, staffing must be considered in line with local agribusiness opportunities, the priorities
of the sponsoring agency and available financial support. 

The situation in Southeastern Poland suggests a minimum professional staff of six, including two
expatriates (specialists in program management, marketing, finance and business planning) and at least 
four local professionals with specific technical and management/planning skills. It is wise initially to
place responsibility for program management with the foreign team members as their Polish colleagues
gain experience and understanding of the commercialization process. It is particularly important that
expatriate assistance be focused on developing linkages between local and foreign markets, financial 
analysis, and planning and the techniques and rigor of professional business planning services. 

It is the relative weakness of this commercial sense that apparently hinders the development of
small private ventures and the privatization process. The technical capability of Polish professionals is 
not questioned and there are certainly good examples of Poles with strong entrepreneurial instincts and 
ability. These people tend to be fully engaged in their own businesses, however, and are not generally
available for full time employment by a business advisory center. The weakness in this area is a result 
of two generations of teaching that the role of the individual is subordinate to that of the state. There is 
every indication that this sense will develop quickly and that, with the guidance and assistance of
experienced expatriates, it will not be long befcre local staff professionals are able to take over full 
program development responsibility. There should not be a rush to "nationalize" the program, however. 
It is more important to focus on developing a sound program basis and gaining the maximum benefit 
possible from the synergism of combining Polish and foreign experiences. 

The various volunteer organizations working with the private sector development process in
Poland can serve as a valuable source of technically qualified and/or low-cost expertise for small business 
advisory centers. These organizations include the U.S. Peace Corps, VOCA, Citizens for Democracy,
International Executive Service Corps and others. In many cases, these volunteers are mid-career 
professionals with the type of skills most needed in Poland at this time. It is very important that these
 
volunteers be recruited and placed in the same manner as other professionals. It may be tempting to
 
accept "cheap help" and then consider how to use it. 
 This may have a negative effect if the volunteers 
are less able than their local colleagues or if they are assigned to activities outside of their area of 
expertise. 

PROJECT'PRIORITIES 

There are three different types of enterprises that might be the focus of small business advisory
cent, . They include private entrepreneur-driven enterprises, rural cooperatives, and state-owned
enterprises and state farms. There are aspects of each that suggest their inclusion in the portfolio of 
SBAC acti,/ities. 



D-17
 

The greatest range of opportunity and potential for rapid development is with the small privately
held companies that provide commercial links between producers and consumers by processing or
marketing farm inputs, services or products. Many of these enterprises will help to rationalize new
commercial patterns as the former state-dominated supply and marketing organizations are increasingly
unable to play their role. Others will contribute to the crucial task of strengthening commercial links 
between Polish agriculture and international markets. 

Most of these enterprises will be new ventures that require assistance in planning, financing, and
developing, or turning aound their business. There are abundant and diverse opportunities to develop
small- scale private business in the agribusiness sector. Such enterprises are certainly affected by the 
current uncertainties of policy and regulation as the Polish government struggles to come to grips with 
its transition to market economics. These effects are fewer in this area than in the state-owned sector and 
new enterprises at least avoid the problems of accumulated old debt, negative work patterns, outdated 
capital equipment, and other problems that hang like an ominous cloud over the privatization process. 

Asecond priority might be placed on seeking out opportunities to assist formerly state-controlled 
agricultural cooperatives. There are cases, such as the one cited earlier in Tarnobrzeg, where a limited 
amount of assistance to a cooperative can affect the incomes of several hundred farmers as the
cooperatives adjust to the new economic patterns. Again, the near-term impact of such assistance will
be diminished to the extent that such cooperatives are weighed down by old debt, outdated technologies,
and unproductive management and work practices. 

There are also useful functions that SBACs can play in the privatization of state-owned enterprises
and state farms. The EPSC is involved with several worker groups who are seeking to lease state farm
land and equipment from the Agricultural Property Agency, that has taken control of such assets from
their "founding bodies" in other areas of the government. The SBACs should be very cautious in 
devoting their limited business development resources to this very difficult process. Two specific types
of short-term assistance are valuable to these new worker-owned companies: analysis of the farming
resources available and preparation of a detailed business plan based on agricultural and market realities, 
and facilitation of the legal privatization (land transfer) process. 

In many cases the state farms in the southeastern part of Poland (ranging from about 500-1,500
acres) are operated as mixed farms, seeking to reduce risk by undertaking a variety of cropping and
livestock activities on a limited scale. The lack of cost-center accounting frequently makes it impossible 
even to determine with confidence which activities are profitable and which are not. Strong and capable
business planning assistance should be directed toward a gradual specialization and integration of
agricultural activities on these farms, basing development on successful trial efforts and developments in 
the larger market. 

It is also reasonable and seful for the SBACs to become expert local advocates for worker 
companies in the privatization process. Developing a centralized experience in preparing the forms,
analyses, and applications required by the AWR, and assisting the companies to prepare restructuring
plans prior to privatizing can be an important service, both to the companies and to the agency that is 
charged with the difficult task of transferring these assets to the private sector. 

There are several reasons that SBACs not become too involved in the long-term development of
state-farm privatization projects. First is that most of these farms involve a limited number of worker
owners, thus limiting the direct impact of even a successful development process. Next is that in most 
cases it appears that the worker-owner companies will not be making a serious financial commitment to
the business and that their sources of available development capital will be limited - especially when they 
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are only leasing the assets and they are thus not usable as loan collateral. What these workers are really
doing is making a modest investment to protect their jobs. Old and unproductive management and work 
patterns are unlikely to change in this context. A third reason is that the entire privatization process
remains somewhat unclear in operational terms. While those in charge are able to lay out a fairly clear 
set of rules and priorities for the privatization of state farm land, the application of the rules remains 
unclear. Some on the state farms doubt that the worker companies will actually be given the opportunity 
to lease the farms as they wish to do. Even if they are able to gain control of the farms they still face 
problems of working capital shortages, inappropriate capital equipment and production technologies, and 
a marketing system that has largely broken down. 

COMMERCIAL, TECINICAL AND POLICY LINKAGES 

All economic activity is the result of various types of transactions. These transactions "link" the 
various participants into networks in which the participants are mutually supportive. That is, in one way 
or another, each participant in a given network is providing something of value to one or more other 
participants and is receiving something from one or more other participants. Any transaction linkage
network should be a "win, win, win" situation. All parties are winners even if "winning" may sometimes 
mean minimizing some negative result. 

There are five basic types of participants in the networks we are concerned with here: farmers
 
(producers, those at the beginning of the agriculture production process), enterprises (private, 
 state
owned, cooperative), financial institutions, service institutions (including small business advisory centers,

universities, government research stations, and so forth), and policy makers (with GEMINI serving as
 
one linking mechanism between the private sector and policy makers). 

Among these five generalized participants, we may identify at least three distinctly different 
categories of linkages: commercial, technical, and policy. The several linkages that might be grouped
together as "commercial" would include transactions between farmers (or enterprises), between farmers 
and enterprises (inputs/marketing), and between farmers (or enterprises) and financial institutions. 
Technical links exist between farmers (or enterprises) and various service institutions. These links may
be commercial where services are provided on a fee basis. Their primary function, however, is to 
transfer information. Policy links need to be strengthened among all of the above participants and the 
policy makers at the local (gmina), provincial (voivodship) and national levels. There appears to be a 
fair amount of interaction between private sector participants and policy makers at the local and provincial
levels, and one would assume that agencies at this level provide an indirect link with national level policy
makers. In fact, however, it is doubtful that this link i. very effective. A function of the GEMINI 
project is to facilitate this linkage. 

Diagram i is a simplified representation of the operation of the economic system that isthe result 
of these linkage networks. As the economic system "spins," it moves through and is influenced by the 
market environment and the policy environment. At present there appears to be little or no "overlap"
(or at least effective overlap) between the market environment and the policy environment, thus, the many
breakdowns in the economic system as the difficult shift is made from a command economy (dominated
by the policy environment) to a market economy (dominated by the market environment). The GEMINI 
project isan attempt to create such an overlap, at least with regard to the promotion of small agribusiness 
enterprises. SBACs are another more local and direct mechanism for developing the linkage between the 
market and policy environments to support private enterprise development by actually participating in the 
commercial process. 
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POLICY ISSUES
 

There are two general areas of policy that are important in forming a small enterprise advisory 
center. The first is to make a clear distinction between supporting private enterprise development and
supporting the privatization process. These two concepts are not mutually exclusive, but they are also 
not coincident in terms of their meaning, purpose, or the kinds of activity one might use to promote
them. Private enterprise promotion is aimed at the development of entrepreneurial skills, the
enhancement of production and management capability, the creation of andand 	 work income 
opportunities through investment, market development and the application of production technology. It 
is thus primarily an economic process. 

Privatization, however, is primarily a political process aimed at transferring industrial and 
agricultural assets from public control to private control. While privatization is usually seen as part of 
an enterprise promotion activity, it is likely to correspond more closely with investment promotion, as
domestic or foreign investors come forward to purchase the assets of companies being privatized. Efforts 
to take over state-owned companies or farms by employee groups often fail the test of "enterprise
development," because, in many cases, no significant investment is being made by the employees and no 
new productive capacity is being generated. They are trying rather to protect their jobs while the 
government is trying to carry out its privatization policy without sacrificing production. These are 
understandable and important in their own right, but not necessarily useful in terms of an enterprise
development effort. There are still some important roles for SBACs to play in the privatization process
(discussed earlier) but it would be a mistake to tie up their long-term resources in this area. 

Small business advisory centers should keep in mind four key factors as they design their 
programs, and target areas on which to focus their enterprise development assistance: 

* 	 Investment Promotion - Enterprise development is based on private investment. This not 
only provides for the procurement and activation of productive assets, but it also ensures the 
serious financial interest of the promoter in view of the risk involved. Investment may be 
provided by a single entrepreneur, a small group of partners who will be actively engaged
in the enterprise, or a larger group of investors who also benefit from the operations of the 
enterprise as suppliers, customers, or workers. 

" 	 Market Development - It iscritical that a new (or existing) enterprise has a very clear notion 
of the market it is addressing, and a workable plan for either developing or finding a
profitable niche in that market. To say that because many apples are sold, we can sell apples 
too, does not constitute an adequate marketing plan. Small business advisory ccnters must 
make a special effort to develop the skills of their staff members and clients in the analysis
of markets, at all levels, and the preparation of marketing strategies and plans. 

* Clear Objectives - Each new SBAC should make a clear statement of its geographical area 
of interest, study that area thoroughly, and target specific agribusiness subsectors for 
proactive attention. The SBAC may remain open to consider whatever type of agribusiness
activity might be proposed, but it will benefit from targeting two or three specific areas in 
which to develop clear expertise. 

* 	 Demonstration - Subprojects (clients) should be selected carefully for their likelihood of 
success; the benefits they will generate to their owners, workers, and the local economy; and 
their value as demonstrations to other local investors and others of the potential benefits of 
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undertaking and supporting private business development. The Poles in many cases lack a 
strong sense of how to commercialize a production activity - largely as a result of tw9 
generations in a command economy. Their technical capabilities are, however, generally
high. Their sophistication and desire are such that the impact of a good demonstration 
project is likely to be significant as they gain an understanding of the process, and thei
understandably high level of risk aversion at present begins to abate. 

The other policy issue to present here is the importance of using the small business advisory 
centers to support local initiatives. Centers should be directed to an area not larger than a voivodship
(province), and each should Pt once develop strong working relationships with other economic players
in the area and work to strengthen such relationships with players from outside the targeted region -
especially banks and other financial and technical institutions. 

SBACs should work especially closely with the provincial (voivodship) and township (gmina)
administration that are frequently responsible for state-owned enterprises and farms and that play a major
role in the privatization process; regional privatization offices; local private sector organizations (which
they also might help form); financial institutions; and othei advisory centers. By becoming a focal point
for local private sector development efforts, SBACs can make a valuable contribution to the process on 
a practical level, while also serving as a conduit for feedback to the policy level of the central 
government, which is needed to continue the policy rationalization process currently under way. 

\?
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PART THREE 

AGRIBUSINESS-RELATED ADVISORY SERVICES 

ADVISORY SERVICES AND THEIR FINANCING 

Once the free market economy started to appear in 1989, there was a very dynamic development
of advisory institutions, organizations, and commercial companies that have had a significant impact on 
tens of thousands of new entrepreneurs. The complicated legal and organizational status of the 
organizations provides a reason for classifying these initiatives based on their source of financing. 

Classification of advisory services based on source of financing are: 

" Advisory services financed from the state budget; 
* Private consulting companies;
 
" Advisory services of companies that purchase crops and provide inputs;

* Advisory services financed with foreign resources; and 
* Advisory services of self-government and other self-financing organizations. 

ADVISORY SERVICES FINANCED BY THE STATE BUDGET 

The advisory services financed from the state budget include a broad variety of consulting. These 
include social advisory services, technological consulting, advisory services for different age groups from 
young to retired people, advice concerning the management of households, and advice on ecological 
issues and economic problems. 

Within the agribusiness sector, the leader in advisory services is the Regional Extension Centers 
(ODRs). The activities of other budgetary entities are also focused in the ODRs. 

To better illustrate the scope of problems and responsibilities the ODRs are burdened with, focus 
will first be placed on other budget institutions that have no direct influence on financial success, but 
whose activities have a direct impact on business operations. 

Quarantine and Plant Protection Stations 

According to its name, this unit deals with issues related to the protection of the domestic market 
from an influx of goods that do not conform to health standards (contamination with diseases and pests),
and it issues certificates on health standards for exported Polish goods. These certificates are a necessary 
part of documentation required when crossing the borders. The import-export certificates are issued at 
the cost of the trading company. All money earned by the stations has to be sent to the central budget. 
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These stations also review the outbreaks of diseases and pests for the purpose of issuing warnings 
when there is a need to protect domestic plants. Proper functioning of these entities is an important 
economic element against the danger of contamination with new diseases and pests. 

Chemical-Agricultural Stations 

The primary task of these stations is the analysis of soil and plants for their content of minerals, 
and basic research commissioned by government institutions regarding a complex analysis of soil 
classification in the country, and testing for possible contamination of soil as the result of the work of 
agriculture and industry, including contamination with radioactive elements. 

Soil analyses for agrarian producers are performed for a fee that is based on the number of tests 
and number of elements analyzed. The financial resources acquired in this way may be used for the 
development of the station. 

Seed Inspection Centers 

These entities are financed in whole by the state budget. Their main task is the control of fields 
on which seed material reproduction and plant nurseries are located. Their actions require the work of 
highly qualified specialists, both in the knowledge of plants and agrotechnology, as well as in all diseabes, 
pests and weeds, which concern agrotechnology and quarantine issues. 

The centers issue certificates to guarantee that the seed material isof the highest quality to ensure 
high crop yields often over the course of several years. Growers who wish to sell their seeds or plants 
as breeding material must be registered with the local center, and their crops are subject to specifications 
established by the center. 

State Inspection Centers 

This entity is a control body, supervised by the Ministry of Agriculture. Its main duty is the 
quality moni:oring of agrarian goods and processed products. All inspections are performed according 
to schedule, as well as at the commission of government administration. Additionally, the SIPPAP has 
the right to arbitrarily evaluate goods when the quality is questioned by the consignee. The controls are 
performed directly at the producer's or at the consignee's office if there is a question about the quality 
of goods received. In the centrally managed economy this was an agency supporting the controls of the 
prosecutors, or the Supreme Control Chamber of Tax Offices. 

The introduction of market economy rules limited the activities of the SIPPAP. Market 
competition forced the improvement of quality of many goods and caused the producers to care about 
their clients. In the current situation, SIPPAP uses its existing structure for the collection and processing 
of market information. 

So far, an effective system of data transfer to central bodies has been established - mostly into 
the Agricultural Market Agency. At the same time the system for its dissemination among other 
institutions, companies or individuals is defective. In the current situation the data is published in some 
agrarian magazines, and the most important information is also published in some newspapers, not 
necessarily agriculture related. The SIPPAP is definitely the strongest element of market information 
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consulting. However, its use is limited because of a weak transfer of information from the central unit
in Warsaw to regional offices. The long delays make the information practically useless from the 
standpoint of market decisions and business needs. The SIPPAP is wholly financed from the state budget.
Incomes generated from penalties are sent to the state budget. 

Agrcultural Academies and Scientific Institutes 

The advisory services of agricultural academies are targeted mostly toward cooperation with
implementation and advisory entities. Use of the experience and knowledge of the academics is possible
by inviting them to participate in training seminars organized by local units. Translation of scientific 
experience into practical business terms is very difficult. The programs run by the scientists are rarely
tied to concrete business projects. 

All activities of scientific institutes are financed from the state budget. Part of the resources are 
transferred to the institutes in monthly installments to finance day-to-day activites and the basic scope
of research and training, which are the outcome of the statute and specific features of the institute. These
institutes can also receive significant resources through grants. To receive this money, the instiute has 
to inform the Scientific Research Committee of research work, with appropriate reasons for its 
justification. A special committee reviews the application and decides whether to allocate all or some of
the funds requested. It may also reject the application. Grants are generally given for periods no longer
than three years. 

This system of financing, similar for all research institutes, is detrimental for entities that are
involved in projects requiring a longer time horizon to conclude research. This specific;ally involves 
genetics and plant breeding, when the time necessary for the implementation of the basic assumptions 
breeding a plant or seed type with specific features - often requires more than 10 years. An example
of this lack of consistency is the cancellation of sunflower research in the Plant Breeding Institute in
Poznan. According to the person responsible for this research, work on creating a sunflower variety
adapted to Polish conditions is 70 percent complete. The successful breeding of a sunflower variety with 
a 130-day vegetation period, or an appropriate hybrid, seems to be a strategic goal from the standpoint
of the state. About four years are needed to complete the project, and the USD 50 thousand required is 
minimal. 

Another issue is the financing of the same tasks from the sane resources for different entities. 
One example is the financing of the Plant Breeding Stations from the Biological Progress Fund of the
Ministry of Agriculture, when all other work in the same field is financed by the Scientific Research 
Committee. 

The above examples prove the need to establish a new approach to some areas of science. 
Scientists and breeders have voiced the need to establish the basic directions of research and plan their
appropriate financing. It is most costly to the country when work andis canceled results are not 
implemented. 

In the case of academics doing consulting outside the college or institute in the form of training,
seminars, or advisory services, the rule is to pay separately for these types of activities, including the 
coverage of all additional costs. Because this is a source of extra income, scientists are interested in such
activities but the institutes have not encouraged this. The scientists are under-utilized in this respect. The 
result is reliance on primarily state financing and lack of practical applications for business, as well as
limited resources available for institutions such as the ODRs for remunerating outside personnel when 
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other expertise is required. The unattractive salaries caused the outflow of young people from scientific 
instikutes. They moved into purely commercial institutions and companies, as well as state administration 
at the central level. 

Agricultural Vocational High Schools 

The use of advisory services of these schools is similar to the system described for the scientific 
entities. An additional element are short-term seminars for business people, together with case studies 
for the participants, on a fee basis. 

These schools are financed wholly from the state budget, through the Ministry of Agriculture and 
Food Economy. The current budget law allows for management of additional economic activity in-
the form ok' a school foundation or farm. Under the new economic conditions, the use of advisory
services can bring additional profits for the schools and their personnel. Quite often tlif'se entities are 
increasing this type of activity. 

Regional Extension Centers (ODRs) 

The Extension Centers in their current form have worked since January 1990. They are 
budgetary entities of the voivods financed in whole from the state budget. Aside from the funds for their 
statutory activity transferred through the voivodship offices, they receive money for special projects from 
the Ministry of Agriculture, which is supervising their activity. Because of the ODR's large amount of 
technical resources, they are engaged in economic activities such as supplementary farms or foundations. 
Without these additional activities they would have to send all their revenues to the central budget. These 
additional resources cannot be used for salary increases, but only for operations, purchase of equipment, 
or investments. The employees may receive remuneration for additional work such as a special project. 

The central institution for agricultural education and advisory services is the Center of Advisory
Services and Education in Agriculture in Brwinow, with branches in Cracow and Poznan. The founding
body for the Center is the Ministry of Agriculture. The Center manages organizational and training 
activities for the ODRs. 

The tasks most often implemented by the ODRs include: 

* Advisory services in the areas of: 

- effective production technologies in farming; 
- management of a farm; 
- legal regulations regarding farms; 
- home economics; 
- social and living conditions of families in rural areas, i.e. retirement planning for 

farmers, social organizations for the elderly. 

* Implementation of the results of scientific research into agricultural practices. 

* Collection and dissemination of technical, technological, economic, and market information. 

* Raising the professional qualifications of farmers. 
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* Defining the needs of farmers towards science. 

* Preparing analyses of the situation in agriculture. 

The scope of activities that can be performed by the ODRs is pioof of the leading role this
institution has in advisory services. The leading centers in Poland have good contacts with all
organizations in the field of science, information, and consulting, as well as with central and regional
state administration and local governments. The technical potential often conforms to the highest
international standards. This is especially true for teaching equipment and publishing and computer
systems. Such high standards can be found only in about seven of the 49 centers. The others lag far 
behind in all aspects. 

The well-trained and experienced personnel, together with the technical capacities, allow the 
centers to undertake all projects. Other budget units have robbed the ODRs of much of its staff. 

As a result of recent organizational changes, the social council of agricultural consulting was
created for ODRs. The councils are composed mostly of individual farmers and representatives of
farmers' trade unions. This is an advisory and evaluation body for the management of the ODR.
council has the possibility of influencing the directions of services and adapting the advisory policy 

The
to

the current needs of the local farmers' communities. There are some positive examples of the cooperation
of the councils with the managerrent, such as in the Modliszewice ODR (Kielce region). But there are
also many disputes that practically eliminate the possibility of performing statutory tasks, as in ODR
Minikowo (Bydgoszcz region). The general problem is that many councils cannot distinguish between"social" and "political" issues. Their membership is more involved in political issues than in advisory
services. This system, tested an,. proven in many countries, does not always work in Poland. 

OTHER SERVICES FINANCED BY THE STATE BUDGET 

Central Standardization Institute 

The basic task of the CSI is quality control for exported and imported agricultural products, fresh 
or processed. This unit is directly subordinate to the Ministry of Foreign Cooperation, which also
develops the list of products that must come under the control of this unit. 

Until 1989 the activity of CSI was focused on two state enterprises - Rolimpex and Anime-.In the current situation when any company can be involved in foreign trade, the role of CSI is more
difficult. The amounts and variety of goods have been increased many times. New goods not yet listed
by the MoFC appeared on the mdrket, and they certainly qualify for inspection. The certificate issued
by CSI is a condition for crossing the border. The methodology of evaluation and quality norms conform 
to international standards. Incomes coming from payments for services much exceed the costs of 
operations. All revenues are returned to the state budget. 

Polish Committee for the Normalization of Measures and Quality 

This unit played a significant role in the centralized economy, when the definition of quality
standards was a measure for conforming with export requirements. With lack of market competition,

,re was an attempt to replace the appropriate market mechanisms with administrative regulations. In 
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the new situation, introduction of quality standards for particular products is meant to protect the 
consumers or the environment. 

In the latest period, the work of the Committee is focused on adapting Polish standards to their 
international counterparts. The Committee establishes the basic standards and the so-called borderline 
values for the content of particular ingredients or other substances that may occur in food products as a 
result of growing or processing. Until recently, most Polish products were. given quality insignias.
Recently, companies are not interested in obtaining such certificates. The Committee is financed wholly 
from the state budget. 

SANEPID - Hygiene and Epidemic Control Stations 

These entities are subordinate to the Ministry of Health, and work based on legal norms for food 
products and sanitary conditions in trade. This primarily concerns the sanitary conditions for wholesalers 
and retail stores selling food products. The cou:trol focuses on the storage of products, location of 
products in the store in relation to each other, their date of consumption, state of health, and periodical 
check-ups of the personnel, and so forth. 

Similar controls are performed in all food processing companies. All local SANEPID offices 
have their own laboratoriez. Based on the controls, inspectors of the SANEPID can stop sale of 
inappropriate products, forbid the personnel to work, or even close the store. They can also impose 
penalties on store personnel and management. 

WIS - Veterinary Sanitary Inspection 

This entity is subject to the Ministry of Agriculture. Its rights are similar to SANEPID, but they 
concern the conditions of trade, slaughter, and processing of meat. 

SUIMIvIARY OF CONSTRAINTS 

The institutions described above can be independently involved in individual advisory for farmers. 
In reality, only a few of them have contacts with farmers or producers. Undoubtedly, every one of these 
institutions has an important, direct or indirect, role in agribusiness, processiug, or trade. Most of them 
are involved in quality control issues, and their activities are similar to police actions. The informnation, 
which is important for business, is mostly not used. This is because of a lack of proper preparation of 
the information and the unfavorable attitude toward these institutions by their potential users. The huge 
technical and organizational effort is wasted. The issues regarding quality and market problems are not 
communicated in a proper manner. 

The data collected, and only partly processed, from the above institutions should be collected by 
an independent professional team (scientific personnel) and processed from the standpoint of potential 
market usage, regardless of its earlier use for inspection purposes. 

Another problem is the use of work performed by WSKiOR (voivodship stations of quarantine 
and plant protection), IN (Grain Inspection) and SChR (Agriculture-Chemical Stations). According to 
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their statutes, all efforts are directed toward providing farmers with appropriate data and promotional
information leading to optimum ue of production inputs. 

The information coming from the WSKiOR should allow farmers to undertake appropriate plant
protection actions, based both on the timing and the chemical used. So far, none of these centers is 
involved in economic analyses related to this. This entity should also be informed about the companies
that distribute the chemicals and supervise issues related to their Polish certificates and validity periods 
of products. 

When the free market economy appeared, so did many trading companies, and a methodology
to regulate these firms was not prepared. An example of the problem is the experience of an orchardist 
from Sandomierz, who complained about the lack of effectiveness of many chemicals he used. This was 
mostly because many of the chemicals were well beyond their expiration date. The issue is important 
both for economics of production and for environmental protection. 

The Seed Inspection Station is in charge of quality control of seeds. There is little information 
provided directly to farmers or entrepreneurs. The control is administrative, anu Lhere is no interest in 
economic or business aspects. The results of control are not published and the information is used little 
by scientific or plant breeding institutes. Farmers are unable to take advantage of research performed 
on different seed varieties that might provide higher yields and heartier crops. 

The Agriculture-Chemical Stations focus on work commissioned by government agencies, and 
services for farmers are a small portion of their activity. According to the available information, less 
than 5 percent of farmers are using chemical analysis of their soil as the basis for optimum fertilizing.
Some explanation for this is permanent use of organic fertilizers, which farmers mistakenly believe makes 
this analysis unnecessary. The equipment of the stations is sufficient for all basic analyses, including
microelements. Many stations have equipment for precise markings on a mass scale, in the form of 
atomic absorption or gas chromatography. 

All of the entities described above do not mean the success or failure of an agricultural project.
The appropriate usage of the wide variety of their work should be the basis for the creation of an 
optimum business relation, profitable to all its linkages. A system of full availability of information and 
services offered should be created for all interested in investing in a profit-making agribusiness. This 
concerns farmers, processing companies, and traders of food products. 

The only entity that is by statute obliged to work with farmers and agrarian entrepreneurs are the 
ODRs. The best of them make efforts to coordinate the results of the work of all budgetary entities,
mostly using those that have technological importance. Too many institutions combined with too many
disparities in the published results of research make it impossible to follow important information. An 
additional element that limits their activity is the financial resources, which are systemically dwindling. 

Recently there has been a switch from technological to economic advisory services. In all ODRs 
new teams were created that specialize in ecenomic, financial, and marketing analyses for the existing
and newly established businesses. This concerns mostly the processing sector. However, it seems that 
there is a misunderstanding of the role of small rurai enterprises. 

Many small-scale economic activities are being undertaken in areas where only large-scale
processing activities will guarantee success of the enterprise, and this is very disturbing. One example
is the fruit and vegetable processing company in Zlota and the winery in Busko-Zdroj. They are able 
to earn revenue because of minimal competition and a total lack of effectiveness of state enterprises that 
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are in a similar industry. The limited possibility for inveiting, as well as lack of resources for marketing, 
make the future of these companies very dubious. In both cases the ODR is involved as advisor. In each 
of these companies the advisors are trying to find a way out of the situations created by their owners, 
who made decisions without professional analysis at the moment the investment process was begun. 

An additional problem that occurs in all ODRs is the inability of the advisors to evaluate the 
entire project, which is necessary to ensure successful implementatiun. The technical resources and 
knowledge of the advisors are sufficient to perform a financial analysis and sometimes a technological 
evaluation. They have large problems with marketing evaluations and development of a long-term 
marketing strategy. 

People come to the ODRs expecting the advisors to solve their business problems without 
additional expe.ses. Business people are often unwilling to listen to the advice of the ODR advisors. 
The businessman, when he does not risk his own resources, even when the advisory services are 
professional and appropriate, quite often is skeptical of the advice and does not use the ideas. On the 
other hand, the advisor very rarely compiles the results of his efforts in a study that could be a document 
for the future work of the company. His activity is more like a neighbor's advice and has little in 
common with a business study. 

The GOP must consider redirecting the use of the significant advisory and financial potential that 
the budgetary entities have in respect to development of private enterprise in the country. To achieve 
this, their statutes and scope of activities must be more narrowly defined. 

Additionally, many aspects of their activities should be considered in the context of the other 
organizations that are involved in pro-business activities. 

RECOMMENDATIONS FOR RESTRUCTURING SERVICES 

Most of the described entities that target part or all of their activities toward advisory services 
do not service the entire business chain. Most services are targeted toward cooperation with farmers or 
small processing companies. However, if as in the case with scientific institutes, services are also 
provided to large processing plants, these are mostly in the form of technology. Even if some sector 
institutes prepare economic studies for large enterprises, the studies do not assume a vertically integrated 
approach, with a view to creating favorable business conditions among all of the participants. 

This situation causes the need to create such structures that will be able to perform the necessary 
studies and analyses, as well as effective business plans for 3ingle agricultural products or for vertically 
integrated systems. 

Many of the budgetary entities are involved simultaneously in administration, regulation, and 
advisory services. It is impossible for one institution to manage all these activities at once. There are 
examples that indicate that some of the entities limit their activity to administration, giving up the 
advisory services, or even of potential clients who do not wish to use the advisory services of institutions 
that will eventually be regulating the business that received assistance. This primarily concerns WSKiOR, 
Grain Inspection, and SIPPAP because they are regulatory bodies. 

With entities that provide social-type advisory services for households, or even regarding the 
environment, these activities have to be separated from the economic advisory functions. An attempt to 
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join these activities in structures such as the ODRs causes unnecessary financing of activities that cannot 
function without the budget, together with business activities, which can profit from and be part of the
free market gL flL. The financing of consulting services with budget resources causes the free financing
of some projects from taxpayers' money, involves large sums of money in studies with little prospect of 
being utilized in the future, and destroys the development of the market of private consulting services.
All budgetary entities should strive to separate budgetary from nonbudgetary activities, and adapt to 
market rules. 

From the economic side of advisory services provided by budgetary units, vertically integrated
analytic structures must be separated, and these should be able to evaluate or prepare complex sectoral
studies. These services should be provided on a fee basis, and should not be financed by the state budget. 

This structure would have a different scope of activities, depending on whether it is a budget
entity tied to state administration or a commercial project. It seems that the consideration of poter:tial
tasks for the new commercial entity is useless. Several large companies are currently capable of
undertaking such activities, and in the case of important or difficult subjects, the assistance of foreign
companies can always be requested. 

In the case of a budget unit, its role should be more of a monitoring unit to monitor and evaluate
the studies as to their appropriateness and usefulness for the state, as in the case of sectoral studies or for 
individual entrepreneurs. 

The possibility of acquiring an additional independent opinion from a disinterested party would
eliminate or reduce cases of unrealistic reports by private consultants. For small companies, this role 
could be played by the current economic advisors of the ODRs. As they are paid from the state budget,
they could be a trustee, giving the small businessmen an opportunity to receive a second opinion in
dubious cas,.s. However, some payments for these services can be levied. It does not seem possible that 
the organizational structure and statutory duties of the ODRs would allow strictly for consulting activities. 
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TABLE 1: ADMINISTRATIVE RELATIONS, FINANCING. AND TECHNICAL BASE OF BUDGET ENTITIES
 

ODR SK IOR SCHR IN PISIPAR AR I. Nauk TR CiS PKN SAN WIS 

MU EPID 

Supervising MAaFE MAaFE MAaFE MAaFE MAaFE MoE MAaFE MAaFE McFC CoM MoH MAa 
Ministry FE 

Financing 

-budget + + + + + + + + + + + 

-domestic + + +
 
subsidies
 

-foreign + + + +
 
subsidies
 

-business + + + + + + + + + + + +
 
activity (1)
 

-bus.act. for +- +-	 + + ++ 
own purposes 

-payment + + +- + + 	 + ++ 
and penalties to 
budget 

Financing Uj UW MRIGZ MRIGZ MRIG KBN KBN UW MWG MF MZ MRi 
entity 2) 2) 3) zZ 	 QZ 
Regional branches 49 49 17 17 17 9 16 484 8 9 17 49 

Laboratories + + + + + + + + + + + + + + + + + 

Computer + + +- +- +. + ++ + + +. + +- +- .
labs 

1) 	 Business activity as the "auxiliary business" or as fees for services 
2) KBN (Committee of Scientific Research) is a monopolist in the financing of whole research activity, and the Agricultural 

Academies receive additional subsidies from the Ministry of Education for their teaching activities, and Scientific 
Institutes from the MAaFE (Ministry of Agriculture and Food Economy) 

3) 	Agrarian colleges are financed through voivodship offices from the resources of the MAaFE, and colleges for agrarian 
processing are financed from the resources of the Ministry of Education. 

Notes: 

The 	 + mark at the position state budget indicates financing from this source. According to the budget law, these can be 
budget entities wholly financed by the state that transfer all their revenues to the budget (such s PISiPAR), or budget entities 
tied to the budget that finance a large part of even all of their activities from their own revenues (e.g., CIS). 

Foreign or domestic subsidies. The + mark means additional resources from outside the budget, mainly through performing

contractual assignments for enterprises or through activities under foreign-financed programs.
 

Business activity. In practice, all budget entities have potential for managing business activity that brings revenues. The
 
budget entities can, or sometimes even must, utilize them up to the level of set limits. In some cases there is no market for
 
the services, which poses a threat for this activity. An example of that are the Chemical and Plant Stations, where the
 
analytic potential much exceeds the current demand for such services. For budget entities, there 
are other methods of
 
stopping the outflow of resources, such as auxiliary business or foundations using the entity's assets for their activity.
 

Laboratories and computer laboratories. The marks, from + + - very good, + - good, + - poor reflects the level of
 
equipment and its modernity. To obtain full information on the potential, one must consider also the number of local branches.
 
In practice, all local branches have computer laboratories, and only in the case of the CIS are there two laboratories and six
 
local branches.
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Table I indicates that there are eight different state administration bodies involved in the administrative 
supervision and financial services of the 12 listed entities or budgetary units acting in the agricultural sector. 
In the case of the State Committee for the Normalization of Measures and Quality, it is supervised by the 
Office of the "ouncil of Ministers. The other entities are supervised by five different ministries; voivodship
offices; and the Committee of Scientific Research, which is an independent government agency created 
expressly for the financing of scientific research. It is assumed that all these institutions should cooperate
with each other, and the role of coordinator should be played by the Ministry of Agriculture and Food 
Economy. It is obvious that this Ministry is most interested in proper cooperation, and in many cases even 
makes energetic attempts to extend the scope of the agency's influence. The most vivid example is science,
where the approving role, left for this Ministry, has no influence on the policy regarding the scientific and 
didactic sector. Three representatives of the agriculture sector on the Board of the Committee of Scientific 
Research, which consists of more than 50 people, cannot influence the scope of financing for agrarian
sciences as a whole, and also cannot decide on the financing of particular entitie- or concepts, within 
resources allocated to this sector. 

Another problem is the possibility for individual entities to access budget resources through different 
institutions allocating parts of the money. It seems that with one state budget nobody is able to tell how 
much money from it went to one entity. 

In the case of ODRs, SKiOR and TR, the administrative services and direct supervision functions are 
fulfilled by the voivodship offices, which operate on behalf of the founding body, while being dependent on 
the finances coming from the Ministry of Agriculture and Food Economy. This regards contracted tasks,
which can come from other entities related to agriculture and financed from the budget. An example can 
be the financing of field research and experiments in the ODR by Scientific Institutes. 

According to the budget law, there are two types of financial relations and dependencies regarding the 
state budget. One type is the budget entities, which ar. fully financed from the central budget, and at the 
same time have to transfer all their revenues to this bud ,et. The other type is budget enterprises, which are 
partly financed from the state budget. Limits of employment and salaries are also established centrally. The 
majority of the activity of these enterpri es should be covered by the revenues they achieve through their 
activity, but only on a level designated in the budget. All financial surplus should be transferred to the 
budget. 

The budget law allows for economic activity with a profile close or related to the main activity. For 
these entities to keep money earned in any way, most of them have established auxiliary activities, or 
foundations, which are even more independent from the state budget. 

Such activities are attempts to seek loopholes in the existing law. From the standpoint of the possible 
processes of restructuring and transformation in this sector they should be analyzed in detail, mostly from 
the standpoint of separating portions of them from budget financing. Many entities have demonstrated the 
ability to manage economic activity. Making these entities or their parts subject to market conditions should 
cause a significant expansion and, in many cases, instead of posing a problem for the budget would become 
the source of its strengthening through taxes. 

Signs shown in the table (+-) are the proof of the unclear position of these institutions. The reason for 
this is the budget law itself, as well as the need to access resources while the financing from the State Budget 
decreases. 

However, particular attention should be given to the number of local organizations. Where 17 units 
exist, their number has not changed since 1975 when the administrative division of the country was changed 
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from 17 to 49 voivodships, and the number of local branches of some institutions was increased to 49. 
Where the number of branches is lower than 49, one branch services a number of voivodships, or, as in the 
case of scientific institutes, universities, or schools, there is no territorial division defined. 

In the case of technical supply, only chemical, physics, and computer laboratories are included as the 
most popular and most important from the standpoint of business activities. Additionally, printing workshops 
are also included, and their scale can be assessed on the basis of Table 2. 

The laboratories are well equipped; however, none of them has full equipment but has one or several 
items of international quality. Quite often in one small town there are several laboratories servicing 
agriculture, all on a mediocre level. Their costs of operations are covered from 1.1e state budget. Some 
independent laboratories tried to enter this market, especially those financed by enterprises (in the processing 
sector) and state horticultural farms, in the area of chemical analyses of soil, plants, diseases, and pests. 
However, these attempts were nullified by the practically free services of the state entities. 

Real computer laboratories are only in the ODRs and scientific units. There are differences between the 
particular entities, but appropriate software and pro-business training of the employees can be found only 
in these two types of entities. The other institutions financed from the budget use the computers mostly to 
service their own activities and sometimes to store and process data. In those cases we can only talk of the 
potential that must be used. The value and importance of these institutions is not questioned, but their 
approach and use of the collected and processed information, indispensable for the constraction of proper 
market concepts, is questioned. A program to integrate these units with each other and the program with 
the business community is necessary to disseminate valuable information. 

QUALITATIVE EVALUATION OF SERVICES 

Tables 2 and 3 present the wide scope of pro-business activities and services offered by entities financed 
from the state budget. In advisory services, business information, and publications, the ODRs and scientific 
entities dominate. The SIPPAP (State Inspection for Trade and Processing of Agriculture Products) 
dominates in the field of collecting and processing market information. As for other entities, we can state 
that their activity often duplicates these entities, but most often this is done in bits and pieces, or there is no 
system for practical use of the valuable works in business practice. Attempts to use this diversified potential 
by the ODRs are limited because of a lack of resources and their involvement in other types of advisory 
services and administrative activities that have nothing in common with business. 

An example of the scale of diversity is the publishing activity managed independently by most of these 
entities. There are a lot of low-quality publications. Many subjects are repeated, and others are never 
discussed. Most of the publications are very specialized and in small numbers, reaching only the group of 
the closest coworkers. An example of this is the publication of 2,000 copies of monthly magazines published 
by the ODRs in voivodships where the number of individual farmers is more than 100,000. 
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TABLE 2: PRO-BUSINESS ADVISORY SERVICES AND INFORMATION 

ODR SK IOR SCHR IN SIPPAP AR I. Neuk TR CIS PKNMU SANEPID WIS 

Advisory services 

-business ++ + + + + .

-technical + + + + + + 

-technological ++ + + + + + + + + + + + 

accounting and + + + 
taxation 

Information 

-collecting + + + +  + + + + + + + + + 

-processing + + + + + + + + + + + + + 

-disseminating + + + + + + + + +- + + 

Publications 

-cyclical + + + 

-subject + + + + + . + 

Level of activity: 
+ + very good 
+ good
 
+- poor
 

Note: 

The scale of evaluation of Table 2 is based only on the potential of a single element of the given structure. It is 
necessary to remember that not always an appropriate comparison is possible of huge entities (like universities 
or scientific institutes) with much smaller ones (technical colleges or extension centers), both in their scale and 
potential. That is why the main consideration was the targeting of current activities at economic issues and 
readiness to provide advisory and pro-business services in relation to the potential. 
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TABLE 3: SPECIALIST EXPERT CONTROLS, QUALITY, AND SANITARY CONTROL 

ODR SK IOR SCHR IN SIPPAPR AR I. Nauk TR CIS PKNMU SANEPID WIS 

Expert controls 

-chem. analyse; + + + + + + + + + ++ ++ + + + 

-analyses of + + + + + + +IOR + + + 
diseases and 
pests 

-analyses of + ++ + + 
seed 

Quality + + + + + + + 
certificate 

Quality control + + + + + + + + 

Sanitary control + ++ ++ 

Level of activity:
 
+ + very good
 
+ good
 
+- poor
 

Note: 

On the basis of grades contained in Table 3, it is possible to evaluate the level to which the given entities are 
involved in the listed types of activities; as well as which of the discussed entities work both in the field of 
performing independent evaluations and control. 

Anumber of the entities have well-equipped laboratories and can perform a wide variety of analyses. 
As Table 3 shows, most of them have the authority to issue certificates. These authorities have more of 
a supervising or controlling character, not related to advisory services. In many cases, those who 
administer these entities express their will to provide advisory services, but it is very difficult to manage 
these two types of activities at the same time. When comparing the authorities presented in Table 2 with 
those in Table 3, competencies must be clearly assigned to avoid internal conflicts and save money. For 
example, the Modliszewice Extension Center, while involved in the promotion of health food, obtained 
authority to issue certificates in this area. It seems that in the current stage the advisors do not realize 
fully the difference between advisory services and other services that they have rendered so far. 

In Table 3 a striking element is the number of entities that supervise, control, and issue certificates 
for food products. Structural and technical diversity causes huge costs and low effectiveness, and 
practically disables coordination of activities, both from the standpoint of running business, and 
government control of the events in this vast market. The most important issue shown in Table 3 is 
business difficulties that are the result of the diversification of institutions that issue various certificates. 
As a result, quite often it isnecessary to obtain a number of certificates to export or import an agriculture 
or horticulture product. An effective commodities exchange, both domestic and international, is the key 
to dynamize the economy; therefore all technical difficulties and obstacles should be removed as quickly 
as possible. 
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TABLE 4: ADVISORY AND PROBUSINESS SERVICES IN THE CONTEXT OF THE BUSINESS CHAIN 

ODR SK IOR SCHR IN SIPPAP AR I. Nauk TR CiS PKNMU SANEPID WIS 

Parliament + + + + + + +
 

Government 
 + + + + + + + + + + +
 

Foreign + + + 
 + + +. + +
 
trade
 

Domestic + + + + +
 
trade
 

Processing + + + + + + + +
 
plants
 

Storage +- + ++- ++ + + 

Purchasing + + + + ++ 

Farmers + + + + + + +. +. + + 

Supplies to + + + + +- +- +. 
farms 

Banks +. +- + + 

Level of activity:
 
+ + very good
 
+ good
 
+- poor
 

Note:
 

All entities manage activities that are partially or wholly targeted at business or 
can be useful for business 
activities. Table 4 shows mainly linkages important for effective business activity in agriculture, and, using asimplified scale, defines the relations of the individual entities to the links of the business chain. This table canalso demonstrate the possibilities and scale of using the activities of budget entities by business entities. 

Table 4 analyzes the accessibility and scope of advisory and pro-business services in the context of
the main business chain. These services are concentrated at the level of Parliament and the Government. 
These services have strategic importance for the creation of political concepts and new legal regulations.
However, as these advisors have weak ties with authentic business, their ideas are too theoretical. 
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The second level on which the activities of all entities concentrate are the farmers. In the remaining 
part of the business chains we encounter a void. All those who work as advisors in this sphere usually 
state that persons and institutions interested can use all their knowledge and experience, but there is no 
uniform concept for support and promotion of entrepreneurship development. 

Pro-business activities are also weak on the side of supply and financing institutions. Especially 
noticeable is the lack of willingness on the part of the banks to involve themselves in business, and so 
business people practically have no opportunities. The process of reorganization of banks is slow, but 
relativcly systematic. However, there are no pro-business ties of the banks with the budget entities 
working in the area of agriculture presented in this report. 

The situation shown in Table 4 seems to have influence on the political situation in the countryside 
and agriculture. Lack of appropriate support for most of the elements of the business chains in 
agriculture causes direct pressure by the farmers on the government. Vertically integrated' business 
organs could assist in solving economic problems with less direct pressure on the state administration. 

RECOMMENDATIONS TO OPTIMIZE DISTRIBUTION
 
AND UTILIZATION OF SERVICES
 

Separate Advisory and Administrative Services 

Analyze all budget entities that interact with the agribusiness sector, from the standpoint of separating 
advisory and information activities from administrative and regulatory ones, and identify and eliminate 
duplication of efforts. 

Separate Economic and Other Services 

In units that do provide advisory services, separate economic advisory services from other specialties. 

Commercialize Activities 

Lead to full commercialization of economic advisory services, totally separating this form of services 
from the structures of budget entities. 

Coordinate Subsector Studies 

Create an entity that would coordinate sectoral studies and entities or individuals in the field who 
would create the possibility of independent consulting studies. Studies would be used to demonstrate t: 
the private sector new business investment opportunities. 
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Create An Effective Information-Collection and -Dissemination System 

Create an effective state system of information gathering and distribution for use by the private
sector. From the scope of competencies of thc above units, separate structures dealing with collecting
and processing of market information, and standardize methodologies. Structures should be created that
will collect and process data for the needs of government administration of all levels. At the same time 
systems must be created for distribution and making the data available to all persons interested in 
agribusiness. All or some of the data can be made available for a nominal fee. 

Create A Market Information System 

Enable the creation of a commercial market system of information. The newly created commodity
exchange structures and wholesale markets of agrarian products could use technical resources currently
provided by budget units. 

Reduce Licensing Units 

The number of units involved in quality control, regulatory enforcement, and licensing must be
reduced. Their activities must be focused and nonduplicative, and they should have good technical 
equipment. The introductioi1 of a uniform structure and rationalization of current activities should bring 
large savings to the GOP. 

Separate Commercial Tasks 

The scope of tasks that can be commercialized must be separated. Privatization of a large group of
tasks that are currently included in the competencies of these institutions seems possible, and this would
relieve some responsibilities and financial burdens from the state. The most appropriate location for the 
privatized entities will be commodity exchanges and wholesale markets. 

Coordinate Control of Agencies 

The state structures should be subordinate to one Ministry or state agency with a large range of 
activities (for example, the Agricultural Market Agency). It is necessary to define the dependency of 
branch offices or local development departments in the voivodship offices. 

\k
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PART FOUR 

PRIVATE ADVISORY SERVICES 

SUMMARY OF SERVICES 

A small scope of advisory and pro-business services existed prior to 1989. With the introduction of
the market system, there was a rapid development of private consulting companies. They were created 
as the result of new initiatives by people whose knowledge and experience had so far been used in alimited manner. The personnel of these companies often consists of highly technically qualified
employees of academies and scientific institutes, as well as many experienced employees and members 
of management of state enterprises or administration officials. 

There are companies that have a broad spectrum of activities, but most follow a pattern of narrow
specialization. The following forms of advisory services are offered by private companies: 

* Economic consulting services; 
* Technical consulting and farm level processing; 
* Technological consulting and services; 
* Accounting and taxation consulting and services; and 
• Specialist opinions and quality control (Polcargo, PTK Supervise). 

The first work done on a major scale was valuation of assets of state enterprises designated forprivatization. Business plans prepared according to international standards were necessary, particularly
for large projects that wished to use credits of international financial institutions. Polish banks had issuedloans to uncreditworthy clients (primarily SOEs and state farms), and they now realized the need to
perform a professional economic and financial analysis before approving new loans. There are many
examples of cooperation between banks :.d selected cosulting companies, which undertake the
appropriate economic and financial analysis of projects, thus reducing the banks' fear of lending. 

FINANCIAL CONSULTING SERVICES 

The market of economic ai financial advisory services and consulting is dominated by private
companies. The ODRs do offer some competition, but most of their efforts are directed toward one
person businesses or family projects. The ODRs prefer pure advisory services, without being responsible
for financial and economic studies, particularly when large amounts of money are involved. The ODR
does not want to be accountable for a project that fails. Most often their role is passive consulting for 
those who do not want to pay for such services. 

The advantage of private companies is their active role in the marketing of consulting services,
expressed in the search for contracts and taking responsibility for the studies performed. 

A new element is the cooperation of private consulting companies with banks, acting almost as anunofficial part of the ct.dit department. This situation benefits both the banks and the consulting firms. 
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The bank has a financial and economic analysis that satisfies its need to assess the risk of the project, yet
 
it is able to contain its operating costs by not having to permanently employ people to conduct the
 
analyses. Previously the initial proposal of the potential borrower was performed entirely by the credit
 
department, at no cost to the borrower, even if the bank did not finance it. Currently it is performed by
 
consulting companies that are paid by the borrower.
 

TECHNICAL AND FARM-LEVEL CONSULTING SERVICES 

Because of the economic recession the resources of the state budget are dwindling, thereby forcing
 
the intensive restructuring and privatization of some or all of the budget entities. This is important
 
especially in regard to those that can survive on a commercial basis in the market economy.
 

As a result, private notary offices, survey offices (cadastral), consulting companies and companies 
of technical and technological services have developed. The genesis of the technological services 
companies were the result of employees leaving budget entities to form companies, and using technical 
equipment from privatized state offices. The fast rate of privatization of these offices was caused by the 
huge intellectual potential of the personnel, and the relatively few assets that were involved in the 
privatization process. 

The companies that were created in this mariner are very active in the market, and the services they 
provide are of high quality. Very often they serve as representatives of foreign manufacturers within the 
sector for which they provide advisory services. 

ACCOUNTING AND TAX SERVICES 

Poland has experienced a huge growth in the number of new private companies since the economic 
reforms of 1989. Many of them are one-person companies, most often family businesses. Generally 
speaking, there are many small economic entities. Regardless of the size of the company, all of them 
are obliged to have the same type of accounting and tax systems to satisfy the government tax offices. 
Only some forms of economic activity have simplified accounting and settlements. 

Because most businesses are too small to employ their own accountant, a market for private 
accounting and financial services developed. The companies servicing this market are highly specialized 
and have excellent knowledge of the latest accounting procedures, as well as up-to-date knowledge of 
changes in tax regulations. 

Use of such services has many positive effects for small companies. First, it enables them to take 
full advantage of allowances under the law, as they are dealing with individuals who specialize in the tax 
field. And, according to Polish tax law, comp-,'es that use these services are given an additional two 
weeks for the preparation of necessary documents. In this area, there are professional services of people 
who are very well-oriented in Polish tax law, and who can give the most information on its pros and 
cons, and within its limits, allow business people to use it to the advantage of their company. 

\4'V 
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SPECIALIST ADVISORY SERVICES 

An important factor is that activities that had been restricted to state companies or institutions - such 
as quality control for foreign trade - have been handed over to ,rivate businesses. An example of such 
a change is the privatization process in Polcargo. Some of i; oranches are already privatized, as for
example Szzzecin. An important aspect of this company is that it isrecognized by important international
institutions - such as American Society for Testing Materials (ASTM), Grain and Feed Association 
(GAFA), and International Federation of Inspection Agencies (IFIA). 

Similar functions are performed by branches of foreign organizations that operate in Poland, such as
the PTK "Supervise" (a Swiss company that is one of the largest companies of its type worldwide). It
has its office and laboratory in Gdynia. PTK "Supervise" is a membzr of the Federation of Oils, Seeds
and Fats (FOSFA) and its certificates have worldwide recognition. 

CONCLUSIONS 

When reviewing the activity of private advisory and consulting companies, there are a huge variety
of problems related both to the merits of their activity and to their structure and organization. This isoften the result of factors that these companies are unable to control. Most of them have only been in
the marketplace for three years, and they have not yet worked out the optimal solutions for their internal
operations or a clear market strategy. The strongest ones are those that cooperate with state 
administrations, especially in the field of privatization. 

A huge scope of work related to asset valuation, economic evaluations (feasibility study), andproposal preparation fcr newly privatized companies provided them with a great deal of new experience
and, at the same t;me, a source of stable and significant income. These are big, well-organized
companies that often have structures and branches all over the country. An additional advantage was the
preparation of many privatization studies in cooperation with large foreign cnmpanies. 

Aside from the well-organized advisory companies, we also encounter companies in which business
advisory services are only a part of their economic activity. These companies were usually created within
the last year and are trying to enter the market through cooperation with private businesses. We cannot 
say that the level of their services is much lower, or that thC qualifications of their personnel are
inadequate. The main problem limiting their development is a relatively low level of investment and the
lack of accessibility to appropriate credit facilities for the investors they work with. Very often the
impotent banking system is an obstacle, as it shows no interest even in the best of projcts. 

A new element is the increasingly poor financial situation of the banks due to loan failures. It is
especially important that the cost of such a feasibility study is borne by the investor. From the standpoint
of business activity, such actions seem well justified. As the cost of a business study usually does not
exceed 1percent of the value of the future project, and at the same time is an element of the costs, the
risk on the investor is relatively low. From the standpoint of the bank, it is hard to be convinced of the
feasibility of the project if the potential investor does not wish to risk as little as I percent of the value
of the project, and expects the bank to risk 99 percent. This transfer of risk to other participants in the
business chain from the banks will occur often in the near future. Given the circumstances, even small 
consulting companies will find stable employment. 

\ 
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Development of these firms is also limited by market competition from similar companies financed 
from the sLate budget or foreign assistance funds. This competition has many factors, but the most 
important one is the inadequate technical equipment of private companies. Most of them work on very 
simple hardware, and very often these are small, one-person companies located at the owner's residence. 
This is a somewhat vicious circle, as on the one hand there is a lack of hardware because of limited 
business, and on the other hand there is limited business because of insufficient technical support. 
Knowing the reality of the Polish investment market, owners of consulting companies do not risk 
contracting for high credit for additional equipment. 

In the period when the most important task facing Poland is privatization, understood not only as 
transformation of state enterprises, but also as a process of constructing a new sector of private 
enterprise, there are few domestic or foreign programs targeted at the development of private advisory 
services. Almost all of the projects undertaken by the government and by assistance programs are 
targeted at strengthening the state sector or at the creation of new structures that work based on donor 
financing, and not on market rules. The problems of financing the advisory structures will be separately 
discussed at the end of this chapter. 

As for technical and technological consulting and services, there is a well-developed market. In 
practice, only private companies or state ones that are fully commercialized dominate. The strongest 
element of this sector iscompanies that produce production inputs, construction companies, or companies 
producing specialist equipment for processing. Given these circumstances, there should be no problem 
with selecting a company with the appropriate and relatively inexpensive technical services in any field 
of agribusiness. 

The activity of companies that provide specialist services and quality control in international trade 
is somewhat different. As one of the key elements is international recognition for the certificates issued, 
significant growth of companies such as "Polcargo" or "PTK Supervise" is highly unlikely. In this field, 
the already existing companies will modify the scope of their activity, depending on the development of 
Polish foreign trade. 

RECOMMENDATIONS 

The activity of these companies is strictly tied to the dynamics of the domestic, as well as foreign 
market. Each of these companies will define its own strategy and will undertake appropriate actions 
necessary to remain active in the process. However, it is necessary to present a number of 
recommendations that should be considered by all participants of the market, and whose goal it is to make 
the market more effective. 

1. 	 Among the array of sectoral studies performed under commission from the government or central 
institutions, it is necessary to perform a study in the sector of consulting and pro-business 
services to determine the range of services that exist, and where there are voids. 

2. 	 Investigate the scope of activities of private companies, specifically focusing on activities also 
performed by entities financed from the state budget or other sources. 

3. 	 After identifying conflicting private and public sector activities, identify methods and time frames 
for removing these activities from the state-financed sector to the private sector. 
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4. 	 Formulate the scope for technical assistance and training necessary for the development of the 
business advisory sector. Analyze the possibility of transferring some of the assistance resources 
to the private consulting sector. 

5. 	 Include the employees of the private business advisory sector in training that is made available 
free of charge to employees of state entities operating in the same field. 

/
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PART FIVE 

ADVISORY SERVICES PROVIDED BY 
INPUT SUPPLY AND PROCESSING COMPANIES 

DESCRIPTION OF SERVICES 

The most pointed and aggressive advisory services are provided by companies that provide production

inputs to farmers and producers, primarily for the company to secure use of the company's products by

the farmer. This is actually more of a marketing tool, rather than pure advisory services. Users should

be fully aware of this, and should view advice provided within this context. This is more of marketing,
promotion, and advertising, than of consulting. The potential recipients of these services should be aware

of their character, and should be able to distinguish between real information and promotional gimmicks.

Each company that undertakes this sort of advisory service includes it in its costs of activity and adapts

it to the features of the product and of the market. 
 Analysis of detailed actions of particular companies

makes sense only in the case of using the results for competition or scientific research. Among

the input-supply companies are often large domestic and foreign enterprises, with technical resources that
 
are very good and in many cases can be used for training purposes. 

A separate service is the consulting and business service provided by procurement and processing
companies. The basic purpose of these activities is to acquire iaw material for production, and secondly,

to make sure that it is of the highest quality possible. Because of the above goal, companies that are
involved in such activity must take into consideration all business aspects, which are important not only

from their standpoint, but also from the standpoint of the farmers. 
 Obviously, it is impossible to run a

business profitable only to the processing company, and not to the producers and users of raw materials.
 

The Kruszwica Fat Processing Enterprise (SOE) provides the highest degree of advisory and pro
business services. This enterprise supervises and finances seed distribution. The activity is focused on

using the right varieties by the farmers in addition to certified seeds. These conditions must b- fulfilled

by the farmer if he wants his grain to be purchased, and it also serve as a guarantee to the farmers that
they will receive a high price for the grain. In recent times, because of a rapid decrease in rapeseed
grown, this enterprise introduced new types of advisory services for farmers, which serve to maintain 
long-lasting business relations: sale of fertilizers and pesticides. 

In all these cases it is strictly a commercial activity. Employees who are in charge of it claim that
the margin of profit on which they work is lower than in other supplying companies. Also, in the case
of pesticides - which is very important for the farmer  the enterprise guarantees the supply of the most
effective and fresh inputs, which may not always occur with other suppliers. 

CONCLUSIONS 

In this group of advisory and business services we deal with purely commercial relations between the
providers and recipients of services. Both sides wish to create an economic system that will allow all
participants to attain appropriate revenues. Employees in this group of consulting, although not fully 

\ '\K
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aware of it, are through their action , and business understanding behaving as though they are operating 
within a vertically integrated structure. 

One disadvantage, not always noticed by the supply company, or the procurement and processing 
ones, is the focused attention on the farmer, without coordination of other activities. This can lead to 
a complex chain of decisions without the participation of the farmer. 

RECOMMENDATIONS 

To develop a business chain with all the appropriate linkages, the only possible recommendation is 
to develop an understanding of the positions of all the participants in the business chain. After identifying 
these within a particular agribusiness subsector, training or seminars should be organized to inprove 
knowledge on business integration, as well as to exchange information or even establish the first contacts 
for the future cooperation of all participants within the structure. 
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PART SIX 

ADVISORY SERVICES FINANCED BY FOREIGN SOURCES 

DESCRIPTION OF SERVICES 

After 1989 a period of intensive assistance by Western countries for the new democracy in Poland 
started. The first aspect of this assistance included goods sent to Poland, especially food. It was often
discovered later that the proper wereitems not always selected and this sometimes resulted in an
oversupply in the domestic market of imported aid items competing with the same items produced
domestically. An example is the case of grain used for bread. The policy of pricing quickly solved the 
issue of market balance. 

After the period of giving and donating came the time of assistance in know-how. It became obvious
that Poland has huge intellectual potential, which was underutilized in the former economic structure. 
The ineffectiveness of the basic business structures was also obvious. This was the most important reason 
for the far-reaching and long-term involvement of foreign countries and institutions into the organization
of new, or modernizing the existing centers of, advisory and business services. 

A number of large programs are financed by foreign donors. The most substantial ones are: the
U.S. Government, through USAID or the U.S. Department of Agriculture; other independent initiatives,
such as the EC-PHARE program, Great Britain's KNOW-HOW and Agricultural Development Fund;
other foreign countries' resources given to the EC Committee; or the World Bank and the EBRD, and 
to some local programs financed directly. 

Quite often excess activity leads to overlapping of initiatives, often without donors or the Polish 
government knowing this. On the local and nationwide levels, there are differen support organizations
and business representations financed by donors, such as Volunteers in Overseas Cooperative Assistance;
Land O'Lakes; Foundation for the Development of Polish Agriculture; National Union of Cooperative
Enterprises; Assistance for Cooperative Banks; and Technoserve, serveswhich as a local center for 
business promotion in the Sandomierz region. 

These initiatives are targeted mostly at advisory services and research all over the country, in
individual sectors of the economy, in different regions of the country, are related toor individual 
economic occurrences. These activities are invaluable as they produce studies that serv? as the basis for 
further commercial activities. The main goal of these initiatives, declared and implemented in further
activities, is to provide financing and technical assistance for the key sectors of the economy, to adapt
them to free market conditions. These programs are meant to contribute to the creation of a proper
background in administration, law, finance, and banking, which are necessary for the proper functioning
of a free market, and particularly for tLe support of the private sector. This also includes changes in the
legal structure, reform of accounting and tax codes, the commercial code, and reform of the banking 
system and system of social security. 

One problem of many of 'hese initiatives is the inability to quantify their results so far. All of them
have worked in Poland for at least a year, and some as long as three. Some are still at the stage of 



D-50
 

organizing their head offices and local structures. In many cases, after more than a year of activity, there 
is still talk of education of the personnel. 

Another issue is the implementation of identical initiatives in the same regions. A classic example 
is Rzesz6w, where there are a number of institutions with identical program profiles, financed from 
different assistance sources. People from these organizations sometimes said that they did not know the 
scope of activities of a second, identical organization. An extreme example of managing assistance 
resources are the attempts to create - from the same EC resources - a program of assistance for 
agricultural cooperatives with astrong organizational structure, or cooperative development units (CDUs), 
and at the same time another structure that will implement agricultu!ral programs financed from the same 
resources, the program implementation units (PIUs). Another example of duplication includes the Polish-
American Small Business Institute, and the Enterprise Center, both located in Rzesz6w. 

Another issue is the problem of using the assistance resources only through cooperation with state 
organizations and institutions. Despite the declared targeting at private sector, many of the recipients of 
the assistance funds are organizations financed from the state budget, described earlier. Very often 
assistance to private initiatives through donor organizations causes the elimination or even destruction of 
other sectors. The sector of local private consulting and pro-business services is the most dramatic 
example. 

There have been some positive results. These include the local initiatives with Technoserve-
Sandomierz; a program for the development of agriculture in the Bydgoszcz voivodship (Denmark); a 
project that concerns sectors of agriculture (Belgian project for the deveiopment of the dairy industry in 
the Lublin voivodship); a Dutch program for the restructuring and development of greenhouses; the 
development of rural infrastructure implemented by the Church Foundation for Water Supply to the 
Country; and business-integrated prograrris for the development of sectors or policy reform, as in the case 
of GEMINI. The basic and most important advantage of these activities is proposing and implementing 
economic concepts or business projects. 

There are other institutions that have large financial resources to directly finance and support direct 
investment in agribusiness projects. These include the International Finance Corp., Polish American 
Enterprise Fund, or even the EBRD (European Bank for Reconstruction and Development). 

Other forms of pro-business activity are managed by such institutions as the European Fund for the 
Development of the Polish Countryside (Counterpart Fund), which issues credits with an interest rate at 
75 percent of the interest rate of the central bank, or the Agriculture Foundation, where the interest rate 
is 50 percent of the central bank interest rate. 

In almost all of these cases, there is a mix of commercial activities with a somewhat subsidized rate 
of service, either in the form of subsidizing the interest rate on credit and/or on the cost of business 
advisory services. 

There is significant interest in joint venture forms of business activities. The only limitation is an 
inadequate understanding by Polish entrepreneurs. Too many projects that apply for financing do not 
comply with basic conditions for project financing, and they cannot be classified as worthy of credit or 
any other form of support. 

\ 
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RECOMMENDATIONS
 

The many kinds of resources and assistance programs are a great basis for managing complex
research and implementing innovative business programs in the whole economy, its sectors or regions
of the country. An additional advantage is the possibility of using experts and technical resources of
countries and organizations that are the 	sponsors. This gives the possibility of verifying initiatives
proposed by the Polish side, so 	that they are at a level acceptable to the international community. To
fully use such a large and undoubtedly advantageous opportunity for Polish agriculture, the following
corrections should be introduced. 

1. 	 !t is necessary to quickly define sectors for which the use of assistance resources are vital,
because of the need of adapting to the standards of international requirements, or where there is 
a possibility of entering international markets. Further, according to priorities, include sectors 
whose radical improvement is necessary for the domestic market. 

2. 	 It is necessary to perform a full inventory of programs that are directly and indirectly related to 
the agribusiness sector. Then, through a uniform system, these programs should be coordinated 
to ensure optimum implementation in the most appropriate areas throughout the country. This
should also be adapted to regional traditions of production. There should not be a duplication 
of efforts. 

3. 	 Undertake a review of the programs based on their effectiveness to date, and identify successes 
and areas for corrections. The analysis should include analysis of costs, and define more 
precisely the types of activities completed. 

4. 	 It is necessary to include more involvement in the assistance programs by people and companies
from the private sector. Eliminate the unnecessary competition between the assistance programs
to fully assist the developing market of consulting and business services to entrepreneurs. 

5. 	Analyze the possibility to design and implement an integrated program for a designated sector 
as a model for further effective donor assistance. 
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PART SEVEN
 

PRIVATE SECTOR AND LOCAL GOVERNMENT
 
BUSINESS ORGANIZATIONS
 

DESCRIPTION OF ORGANIZATIONS 

The small size of traditional private Polish farms is a factor not only for the farmers, but also for the 
newly emerging private business sector, in both processing and distribution. It was noticed very quickly
that without this sector being organized, the possibility to influence economic activities and policy would 
be very limited. The first locai initiatives were the Economic Chambers, later organized into the National 
Economic Chamber. Work on an act on the Agricultural Chamber has been in progress for a long time,
but so far there is no real prospect for this law being passed by the Parliament. 

Despite certain limitations, mostly of a financial nature, there are many self-government institutions 
(private sector) that are focused mostly on the consolidation of private business and on assistance, both 
in consulting and in business services. Examples include the Craftsmen Chambers, Associations of
Private Entrepreneurs, Association of Private Commerce and Services. Others exist that are associations 
of representatives of similar professions, such as: Polish Economic Society, National Technical 
Organization, or the Association of Accountants. However, these organizations are concentrated on the
protection of interests of the professional groups and nor always bringing their influence to bare on the 
business environment as a whole. 

Many funds and foundations were created that declare pro-business activities in their statutes. Those 
that found sponsors, such as those described in the previous chapter, created large, often nationwide, 
structures. The other ones, that try to base their activities on Polish business, domestic resources, or 
their own economic activities, have huge problems with the implementation of their statutory activities,
using most of their resources for day-to-d'.y expenses. 

The Agriculture Trade Unions and Sectoral Unions of Producers are also on a very specific
development path. After a period of activity of trade union character, with the majority of it dedicated 
to claims and demands, they are slowly undertaking activity related to the organization and promotion
of agribusiness. However, their financial resources, coming mostly from membership fees, do not allow 
them to engage in a wider scope of actions. 

The Sectoral Unions are much more strongly oriented toward pro-business activity. This isthe result 
of their earlier involvement in business issues and their widespread activities in providing inputs
producers, as well as selling the agrarian products. We often see their cooperation with large food

to 

processing enwrprises Rnd networks of stores for products that do not need to be processed. 

A very interesting element in the field of advisory and pro-business services is the work of local 
governments (gmina offices). The current law on local self-government allows them to undertake and 
be involved in certain forms of economic activity. An additional important element is the pro-business
attitude and promotion of individual initiatives in the gmina because of the need to look for additional 
financing for the gmina budget. Each new economic initiative is the source of revenue for the gmina.
There are also elements of competition appearing in the field of optimizing conditions for investment in 
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a given gmina. In Solec Zdroj in the Kielce voivodship, the local administration has a number of pro
business initiatives that were undertaken, and they also stated their readiness to support all outside 
initiatives that are ready to work in that field in their gmina. Units that can be especially helpful in the 
gmina office include the Planning Department, Finance Department, Department of Construction, Urban 
Planning and Architecture, Department of Zoning, Agriculture and Land Management, and the 
Department of Communal Economy. Statues of many of these departments contain the obligation to show 
and support economic initiatives. In an appropriately functioning self-government office these should 
constitute elements that would support private sector initiatives. 

CONCLUSIONS AND RECOMMENDATIONS 

This section has described the activity of pro-business organizations that are based primarily on local 
or, in the best cases, domestic financing (subsidies of central government for the gminas). An advantage 
here is the fact that such initiatives are undertaken on a local level. We see a large effort of both 
individuals and companies directed at strengthening their position as businesses, and also at the creation 
of their own, authentic representation to work with state administration, local governments, and 
representative bodies in the gmina or in the country. 

Th organizational and fina' A] standing of these institutions is a reflection of the status of Polish 
business. Companies that are si Aing their activity and want to attain fast profits do not always want, 
or are unable to think of the long run. The free market rules are too often perceived as the competition 
of all people against each other. Many of the new business people believe in their talents and are certain 
that they will reach a dominant position in the market through individual actions. Cases of business failure 
begin to serve as an incentive for the smaller companies to organize joint representations and self-help 
type organizations. 

A major problem is the weak financial standing of these organizations. This is the result of low 
membership fees, a small number of members compared to the number of existing companies, and 
creation of competitive organizations that have the same statutory duties. 

The strongest in organization and financial resources are local governments. Their activity in the 
field of pro-business and advisory services appears to be an attempt to fill a certain organizational and 
promotional gap on this level. All other organizations work at least on the voivodship level, with further 
structures in the country. Some results of their local activities are noticed in central cities of the 
voivodships, where they are located. Such gmina-cities do not have to make additional pro-business 
efforts. The remaining voivodships and the rest of the country work in somewhat of an organizational 
void, which the gmina offices are trying to fill. 

As local government is in an enforcement and regulatory position, the gminas are not always able 
to properly implement tasks related to promotion and representation of business. Sometimes the need to 
attain fast, immediate profits to cover the needs of the gmina budget causes lack of flexible policy for the 
prices of land and commercial areas. This brings unnecessary conflicts in relations with local business, 
and this demands a long-term solution. 

To make the activity of these structures more effective in assisting the business community, the 
following actions should be undertaken: 
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I. 	 Fuller investigation of local pro-business initiatives that act on the voivodship level, and definition 
of their domestic and gmina structures, if they exist. 

2. 	 Based on a randomly selected sample, define the pro-business activities of the gminas and define 
their role in this field with a law. Consider the possibility of creating a special program, targeted 
at the development of business self-government organizations, which would be independent from 
the gmina offices. 

3. 	 Consider the possibility of moving resources from the national budget and assistance funds to 
support private business organizations, specifically focusing on promotional and training 
activities. 

\2
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PART EIGHT 

CONCLUSIONS ON THE ADVISORY SERVICE SECTOR 

DESCRIPTION OF SERVICES 

Table 5 presents the existing level of cooperation for agricultural advisory services to users. The 
evaluation grades simplify the existing problems and allow for further study to make the activities of 
many entities more effective. 

TABLE 5: SERVICES AVAILABLE AND GROUPS REACHED 

1 2 3 14 5 6 Overall
 

Parliament + + + 
 + + + + + 

Government + + + + + + + + + + 

Foreign trade +- + +-

Domestic trade + + +- +- +- +. +. 

Processing + + + + + + + +_ + 

Storage + + + + +_ + + 

Purchasing + + + + + + + 

Farmers + + + + + + + + + + + 

Supplies + + + + + + + 

Banks + + + + + + + 

Advisory - ODRs + + + + ++ + + 

+ + Outstanding

1 Advisory Services Financed from the Central Budget + Good
 
2 Pro-business Services Financed from the Central Budget + - Poor 
3 Private Pro-business and Advisory Services 
4 Advisory ard other Services of Processing, Purchasing and Supply Companies 
5 Advisory Services Financed from Foreign Rescurces 
6 Pro-business Organizations: Self-Governing and Self-Financing 

Note: 

Table 5 shows the targeting of the particular types of advisory and pro-business services at the different levels 
of the business chain. It also presents a summary description, to demonstrate the scale of the activities so far
and the need of further studies, in order to define needs and lead to appropriate saturation at every level of the 
business chain. Additionally, the Extension Centers were introdiced into the business chain to present the 
relations between the remaining forms of advisory services with this leading group. 

j 
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When analyzing the above table, we can see that relatively proper advisory services are guarantied
by the state authorities for the farmers. A separate problem is the scope of utilization of the available 
potential of these services. There are huge unused reserves. There is also a wide range of new Polish 
firms that require access to business services. What tends to happen, however, is that foreign sources 
of funding continue to deal with the same state entities in terms of allocating resources. The agencies 
continue to channel funding to the same groups. 

What is also important is the lack of even a single structure that would properly service the whole 
business chain. In turn, in these groups that received good and very good evaluationA marks for most of 
the links of the busine.ss chain, to make the level of service possible it has to be run by a number of 
companies or budget institutions. 

RECOMMENDATIONS 

There are certain specific features of advisory and pro-business services that are important for the 
development of agriculture in Poland. The following recommendations will make these services more 
effective. 

1. 	An appropriate policy toward advisory and pro-business services will be possible, provided that 
these activities are considered an independent and important sector of the Polish economy. 

2. 	 Providing a proper and long-term program for this sector is especially important in the period
of the structural changes of the economy. At a time when the most important issue is the transfer 
of economic and technological knowledge, the proper work of probusiness structures is, 
undoubtedly,- key matter. 

3. 	 To perform an assessment of the sector of advisory and pro-business services, first a detailed 
investigation of the areas where private firms exist and work is crucial. 

4. 	 At the time of performing the study of the private sector, it is necessary to identify the sectors 
of industry and processing, and within them enterprises where advisory and pro-business services 
occur. Evaluate the scope of their work from the standpoint of strengthening these entities. 

5. 	Based on the wide knowledge of the budget entities, analyze in detail the segments of their 
activities that bring or can bring any revenues. 

6. 	 Compare the results of analyses from points 3, 4, and 5 as the basis to establish restructuring 
decisions and the future policy toward this sector. 

7. 	 Define the stages and speed of changes, the necessary activities of the goverr.nent and other 
interested parties, that would facilitate the process. 

8. 	 For tie implementation of the above recommendations, an interdepartmental task force should 
be created, whose work would facilitate the establishment of concise concepts, with no harm to 
the citizens, business, or state. 

http:busine.ss
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ANNEX E
 

LEGAL REFORM NEEDS AND OPPORTUNITIES
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LEGAL FRAMEWORK 

Poland's legal framework has a significant impact on the extent to which the SME agribusiness
community has the ability to capitalize on capital formation and investment opportunities that it identifies. 
Most of the legal framework presently in place was established prior to the political and economic 
reforms of 1989. At best there is in plact, a system of laws and regulations that were designed to address 
transactions among state-owned companies within a ceatrally planned economy, with only modest reforms 
undertaken in a haphazard manner to begin to address the needs of private businesses operating within 
a market-oriented economy. 

As a result, SMEs in the agroindustry sector find that the legal and regulatory environment is not 
suited to a market-oriented economy. A comprehensive and systematic review and revision of the legal
and regulatory environment is required to accommodate the needs of a private business sector. A number 
of laws are geared specifically to the agroindustry sector, and general GOP legislation and policy
affecting the sector must be revised, developed, or eliminated to support the development of the SME 
sector in agroindustry. 

LEGAL ISSUES CONCERNING
 
AGRICULTURAL PRODUCTION COOPERATIVES
 

Cooperative Property Ownership 

The primary problem regarding agricultural production cooperatives is the issue of property
ownership. This includes land, fixed assets, and capital. Because of the lack of laws or regulations that 
delineate how to divide cooperative property, cooperatives that were established during the communist 
era, and that would now prefer either to reorganize along western models or to liquidate entirely, risk
losing some or all of the property that the cooperative owns. A revised cooperative law has been under 
review by a Sejm Commission for almost two years. Until it is passed, cooperatives have no clear 
mandate on how to revise their legal status in order to participate more effectively in the market 
economy. Their business opera.ions and plans for new business development are stymied pending the 
outcome of the new legislation. 

The property of the cooperative belongs to it, not to its members. The members can participate
only in part of the overall income generated by the cooperative. The cooperative must establish the 
following obligatory funds: 

* 	 A fund consisting of members' shares (the payments of members' shares); 

* 	 Five percent of overall income to a stock fund created from the payments of entry fees, 
property values received free of charge, overdue and precluded obligations from part of the 
overall income of the cooperative; and 

" A development fund that is created in the central supervisory union, if the cooperative is its 
member, or in the Supreme Cooperative Council. 

The remaining part of the income can be allocated for other nonobligatory funds, increasing the 
money contributions or shares of the members, or be designated for division among cooperative members 
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according to the number of days worked by the members in a given year and for bonuses and rewards. 
There is one serious limitation concerning the nonobligatory funds. The cooperative may create them,
but the establishment of a fund that encumbers the costs of operations of the cooperative requires the 
approval of the Minister of Finance. 

In practice, the members are not owners of the cooperative property; they only participate in its 
income. They can distribute only part of the cooperative income among them. The contributions and 
moo.,y shares are symbolic and do not reflect the value of the cooperative's assets, despite the valuation 
of the assets that v,'-s performed on the basis of a special act, introduced in 1991. Therefore, the 
cooperative's property is still, de facto, cooperative ownership - a category of ownership created under 
tie previous political system, something in between state and private ownership. It still exists, despite
the fact that the notion of cooperative ownership was removed from the Civil Code. 

The rules regarding liqaidation of cooperatives are also nebulous regarding this issue. The 
property of a liquidated cooperative can only be designated for cooperative or social purposes, and cannot 
be divided among members. The former members of the cooperative do not have a right to participate
ir the stock fund and other pr3perty of the cooperative. As a result, members cannot be certain that they
will retain any of the cooperative's assets if the cooperative is liquidated. This provides little incentive 
to reorganize to participate in the developing market economy. 

Proposed Changes 

A special parliamentary committee has prepared a draft of the amendment of the cooperative law. 
The amendment contains proposals for changing the rules governing the cooperative property and 
distribution of income. Members will be granted almost full freedom in their decisions on disposing of 
the overall income. The general assembly of the members will have an obligation to designate at least 
5 percent of income for the increase of the stoc, fund, but only when the amount of this fund is lower 
than the amount of the obligatory contributions. In agricultural production cooperatives (and labor 
cooperatives) the rule for distributing income according to the member's work contribution is to be 
maintained. It is acceptable to distribute the overall income in the form of interest on shares or monetary
contributions. According to the draft version, the amount of the interest is not limited (so far it has been 
limited to the amount of interest paid on term deposits in banks). 

The cooperative's statutes will enable cooperatives to allocate to former members of the 
cooperative a right to participate in a specific part of the stock fund and other property of the cooperative.
In the case of liquidation of the cooperative, the Cooperative Council (a successor of the Supreme
Cooperative Council) will be able to allow the general assembly of the members to decide on a partial 
or full distribution of the property of the cooperative under liquidation among its members. The guideline
for the Cooperative Council is to be "the level to which the members contributed to the creation of the 
cooperative's property." It is not clear what criteria the Cooperative Council will use to measure the 
"level of contribution." 

The obligation to obtain the approval of the Minister of Finance to create funds that encumber 
the cooperative's costs has been removed. 

The changes proposed by the special parliamentary committee move in the direction of 
transforming the cooperative property into private property of the cooperative's members. However, the 
draft does not liquidate the category of cooperative ownership, but allows the members to use it to a 
higher degree than before. 
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Additional Requirements 

The issue of cooperative property ownership for cooperatives that were established prior to 1989 
has to be fully resolved, either to enable full private ownership of cooperative property, or to determine 
how assets will be divided between members and the state. Both the members of the cooperative and the 
state pt forth their claims regarding the property of the cooperatives. Both parties contributed to its 
creation: the members through their work, the state through supporting the cooperatives in different ways
(price subsidies, grants, discounts, exemptions, and so forth). Cooperative property should be
privatized, with the interests of the members taken into consideration, for example, by giving them part
of the property without additional costs based on a formula to valuate a member's prior contribution to 
the cooperative. 

After the ownership transformations, the criteria for the distribution of the overall income of the 
cooperative should be based on the amount of member shares or contribution, and the level of turnover 
a member had with the cooperative - such as purchases from the cooperative and sale of agralian 
products to the cooperative. 

Members working for the cooperative should be hired on the basis of an employment contract 
with the cooperative and should not participate in the overall income of the cooperative simply because 
they are employees. The act should contain no limitations on the distribution of the overall income of 
the cooperative, especially the obligation to create various funds. Any cooperatives establishing
themselves under the new law should be permitted to organize and operate along western models 
regarding membership and legal status. 

Land Contributions 

Current regulations obligate a member to contribute all or part of the land owned by the member 
to the cooperative. This obligation may also include buildings and facilities on the land. The cooperative
obtains the right to use the land at the time it is brought in as a contribution. There are, however,
additional limitations of the rights of members regarding their contributions. A member can withdraw 
the land contribution only after his membership expires. In cases where the member wishes to sell the
land that he contributed, the cooperative has a priority purchase right. The member is obligated to notify
the cooperative of his intention to transfer the ownership of the contributed land. 

When the member withdraws the land contribution from the cooperative, he receives the same 
land, "provided that the needs of the collective economy are not in the way." In such a case, the member
receives "land of equal value, taking into consideration the interests of both parties." In the case of a 
difference in size or usable value, the parties settle the matter on the basis of market prices at the date 
of the transaction. All arising disputes can be settled by state courts. 
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Monetary Contribution 

The cooperatives' statutes may obligate the members to make a monetary contribution. In lieu 
of such a contribution, the cooperative may take production inputs, such as livestock, feed, seed grain,
tools, and so forth. Their value is appraised according to their condition and prices at the date of 
bringing them into the cooperative. The monetary contribution and the appraised inputs are then valuated 
according to official purchase prices of quintals of rye. 

Interest is paid on the monetary contribution. The amount of interest is specified in the statute, 
but it cannot be higher than the highest interest rate paid on personal term deposits in banks. 

The monetary contribution is returned after membership expires. It is returned in cash, in an 
amount that enables the purchase of the same amount of quintals of rye that were specified when the value 
of the contribution was appraised. 

Proposed Changes 

It is proposed to discontinue the limitation on the interest rate on monetary contributions. The 
draft also envisages increasing the monetary contributions along with the distributed overall income of 
the cooperative. The amount of deductions for increasing the contributions and manner for distributing 
among members the resources designated for the contribution are to be defined in the staiute. The draft 
does not propose any other changes on the contributions. 

Additional Requirements 

The category of monetary and land contributions should be eliminated. The current solutions 
breed disputes and do not give members any guarantee of recovering their land in the case when the 
cooperative decides this land is necessary for the "collective economy." The valuation of monetary
contributions into quintals of rye creates an uncertainty of recovering the contribution based on its real 
value because of other changes in the marketplace. Members of the cooperative must be sure that they
will be able to recover their land and money contribution based on an accurate valuation of the items 
being contributed based on a formula that accurately represents their fair market value. Currently they
have no idea what the real value of their contributions will be after the membership expires. The land 
contribution should be replaced with a lease contract, and the monetary share with a loan contract. 

Central Cooperative Organizations 

Cooperatives may enter, according to their own will, one of the central cooperative associations 
that performs inspection and auditing functions. They may also be members of other cooperative
associations. The Supreme Cooperative Council performs the functions of such an association, in addition 
to liquidation and bankruptcy procedures for any cooperative that does not belong to a central association. 

The current law reserves a number of rights and functions for the central associations, or, when 
appropriate, the Supreme Cooperative Council. These include: 
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" The right to contest a decision of the general assembly of members or of the cooperative
board because of noncompliance with law or statute; 

" 	 Auditing rights; 

" 	 The right to make a decision to put the cooperative in for liquidation (if the cooperative
constantly breaches the law or statute, or when the cooperative has ceased activity for at least 
six months); 

* Rights regarding the management of liquidation procedures of the cooperative; 

" 	 Right to decide on the establishment of the development fund, which is designated for 
assistance to other associated cooperatives. 

Proposed Changes 

The draft law assumes that cooperative associations would be involved solely in inspection and 
audit activities. Cooperatives may form a separate association to manage training and advisory activities.
Associations with oversight functions cannot be involved in economic activity. Cooperatives that do not 
belong to any association have to commission the audit for a fee from a selected oversight association or 
authorized auditor. The cooperatives will be obligated to subject themselves to audits (analysis of
legality, economy, and appropriateness of activities) at least bi-annually. These regulations are meant 
to protect the interests of their members. 

The proposed Cooperative Council (currently the Supreme Cooperative Council) is to be a body
created by the Prime Minister, who will also create its statute. Members would be nominated by the
Prime Minister from among candidates proposed by regional or inter-regional cooperative sessions, and 
from delegates of ministries listed in the statute. The number of members coming from cooperatives 
should constitute two thirds of the Council. 

The Cooperative Council shall retain some important riglhts in relation to the cooperatives: 

" 	 It can submit the cooperative for liquidation if the cooperative constantly breaches the law 
or statute, or if the cooperative has ceased activity for at least one year; 

" 	 It can allow, in the case of liquidation of the cooperative, the general assembly of its 
members to make a decision on full or partial division of the remaining assets among the 
members. The criterion for the division is to be "the level to which each member contributed 
to the creation of the cooperative's property." The Council shall have important
interpretation rights when defining the criteria that will be 	 the basis for evaluating this
"contribution." 

Other rights of the Cooperative Council include control and supervision of the oversight
associations, initiating and discussing legal acts pertaining to cooperatives, presenting information and
conclusions to the Prime Minister and oversight associations, and representing Polish cooperatives abroad, 
among others. 



E-8
 

Additional Requirements 

The proposed organization of the Cooperative Council is an attempt to put two concepts into one 
body: 

" 	 The Cooperative Council as a government agency dealing with cooperatives; and 

• 	 The Cooperative Council as the representative of the cooperative movement on a national 
level. 

The cooperative movement should create its own representative body on a voluntary basis. If the 
cooperatives are interested in creating a representative body, the act should enable them to do so. The 
issues of supervision, audit, and the right to liquidate a cooperative being vested with the Supreme 
Cooperative Council should be decided by the cooperatives themselves by voting on the statute of the 
Council. The Council should not have the right to decide on the division of the assets of liquidated
cooperatives. A cooperative should have the authority to undertake this procedure on its own as long as 
it is done within legal guidelines. 

REAL PROPERTY LAW 

Definition of Real Property 

Real estate refers to that part of land that is a separately owned entity (lnd), in addition to 
buildings or parts of buildings permanently tied to the land, if on the basis of special regulations they
constitute a separately owned property. Each real estate has its own mortgage register. 

Agrarian real estate (agrarian land) means property that is or can be used for production activities 
related to farming in the area of animal and plant production, including horticulture, orchard production, 
and fish breeding. 

Limited Property Rights - Usufruct 

Usufruct here refers to land belonging to the State Treasury. This type of usufruct refers to land 
used by an agricultural production cooperative. The usufruct can be established for a limited or unlimited 
period of time, but it expires at the time the cooperative is dissolved. If the usufruct concerns land with 
buildings, then the buildings can be purchased. Buildings and other facilities constructed by the 
agricultural production cooperative on the land it uses belong to the cooperative, unless the decision on 
the usufruct made a restriction that they are to become state property. When the usufruct expires,
buildings and facilities permanently tied to the land become the property of the State Treasury. The 
cooperative may demand payment for the value of these buildings and facilities. 
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Mortgages and Mortgage Records 

A mortgage is a form of material security. Unlike the case of security in the form of movable 
property, the mortgage encumbers the rights of the real estate. The Law for Mortgage and mortgage
records is directly connected with the system of property guaranties and securities. The law regulates
the rules of the real estate register and outstanding debts. 

Mortgage registers are official registers introduced to disclose the legal status of the real estate. 
They should guaranty safety in the trade of the real estate, in the cases of simple fee, perpetual usufruct 
and, recently, cooperative ownership rights to a housing unit (from March 1992). The mortgage registers
are universal, which means that there is an obligation to establish and manage registers for each piece
of real estate. The registers are open, which means that anyone has the right to look into the register
(article 2) under the supervision of an employee of the court. 

The mortgage register can contain information on property rights for a piece of real estate, that
is, simple fee (ownership), perpetual usufruct, use, cooperative ownership rights, and mortgage. The 
mortgage register is composed of four parts. Part I identifies the real estate and all matters related to it.
Part II contains the data on the owner and perpetual user, if the real estate is under perpetual usufruct. 
Part III contains the limited property rights that encumber the real estate, with the exclusion of a 
mortgage. Part IV of the register is used solely for registering the mortgage that encumbers the property. 

Under Polish law, mortgage collateral can refer to rights of real property, debt secured by a 
mortgage, and the rights of a cooperative member to rights allocated by the cooperative. This refers to 
ownership rights of a housing unit, rights to a commercial unit, and rights to a single-family house. 

The guarantee of debt repayment to a lender (creditor) through establishing collateral in the form
of a mortgage gives the creditor a privileged position. The creditor can collect the debt from the 
encumbered property regardless of who its current owner is, with priority over personal creditors of the 
property owner. The collateral is stable, the subject of the collateral is high in value, and often is 
indestructible (the land). 

One exception that breaches these rules is the statutory mortgage. It secures a claim by the state,

and it is created 
on the basis of the law itself, without the need to enter it into the mortgage register.
Thus, this mortgage can be established on property even for which there is no mortgage register. It
remains in effect even after property ownership is transferred although the lien was not registered, and 
it has priority over other mortgages. This instrument is used in exceptional cases, mostly to satisfy tax 
obligations to the State Treasury. It is, however, very dangerous in the case of real estate purchases.
When a person purchases real estate or a mortgage to be used as collateral, there is no certainty that the 
property is free from a statutory mortgage. 

Additional Requirements 

The system of mortgage registers does not guarantee full safety for the sale of real estate oi its 
use as collateral. The mortgage registers are incomplete. According to the law, all real estate must be
registered. This does not always occur and the GOP lacks the financial resources to enforce this. It can
take six months for the government to register property in the appropriate registry because of personnel
shortages. The GOP must allocate resources to hasten the process of registration, and enforce its 
registration. 
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The same property could be sold to more than one buyer. Mortgage registers are not current. 
A registrar can issue multiple ownership certificates to aproperty owner (or former owner if the transfer 
has not been registered), thereby allowing the property owner to encumber the property with a variety 
of claims against it, unbeknownst to the other creditors. The GOP should devise a centralized registry 
system that provides current information regarding property ownership and encumbrances, and that is 
viewed by creditors as having integrity for their purposes. 

The statutory lien should be eliminated, as in practice it constrains free and secure trading in real 
estate 'hat the law on mortgages ismeant to serve. The claims of the State Treasury should have priority
in collections over other claims, but their collection from amortgage should be possible only when it is 
entered in the mortgage register. 

Land Registration 

The Geodesic and Cartography Law of 1982 proscribes that the appropriate division of a state 
administration office at the primary level (gmina, district, city) manages the registration of land and 
buildings. The register must contain specific information. The basic element of the register is the data 
on the land plot. This includes the location, borders, area, type of usage, and quality class of the land. 
Information on buildings must include their location, designated use, usable functions, and general 
technical data. The register should also contain data on the owner of the building and the owner of the 
land. 

In practice this system functions very badly. This iscaused by the lack of adequate finances in 
the local administration offices, which in turn causes a shortage of personnel and technical resources. 
Changes regarding ownership, subdivision of real estate, and so forth are entered long after they have 
taken place. As a result, the system is not a credible source of information on the actual material and 
legal status of land and buildings, and creates major barriers for the sale of real estate, tax collection, and 
so forth. This impedes business activity, and results in lost revenues to the local and state treasuries. 

Additional Requirements 

The land registration system should be reformed in order for it to serve a variety of purposes.
These include tax collection, management of ownership rights, business development, urban planning, 
and adequate development of infrastructure (water, sewage, energy, telecommunications), proper social 
services, and environmental protection, among others. Local government must enforce land registration 
laws. Timely land registration would enable authorities to begin to monitor land development and assess 
appropriate tax revenues. Changes to real estate should be registered prior to implementation to ensure 
that land is being used for purposes that are in line with resources to support it, and that the proposed 
use does not cause harm to citizens or the environment. 

This cadastre should be organized by gmina-level administration (cadastre services, financial and 
tax). The first priority should be the tax cadastre, as this will provide immediate financial benefits to the 
gmina. This would also serve as the basis for a legal cadastre. The legislative changes should enable the 
gminas to levy taxes on real estate according to its market value, rather than simply according to its size, 
as is the present practice. 
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Land Integration 

Sixty-five percent of the farms in Poland are on subdivided plots, and they do not have adequate 
access to roads. The purpose of land integration is to rationalize the size and location of the smaller 
farms to make farming more economically viable. Approximately 55,000 hectares are integrated or 
exchanged annually. Approximately 2 million hectares of land must still be integ'ated or exchanged.
The existing legal solutions for this process are not a barrier for the integration and exchanges, but the
implementation of the program is a problem because of the small amount of resources available to 
implement it. The government proposed to consolidate the remaining 2 million hectares within 15 years.
The government would have to increase the rate of land that is integrated to more then 130,000 hectares 
per year to accomplish this. Given present GOP budgetary constraints, these resources are unavailable. 

Additional Requirements 

Land integration is proceeding too slowly. Small, subdivided plots cannot be the basis for viable 
agricultural production. The GOP allocate resources the landmust to hasten integration program.
Economically viable agricultural production can occur only when economies of scale are achieved. This 
requires fields to be of certain minimum sizes to reduce the per-hectare input costs, so that output will 
be cost competitive for the domestic and export markets. 

State-Owned Real Estate 

Land that belonged to the State Treasury or to the gmina (with the exclusion of land from the 
National Lard Fund) that, as of December 5, 1990, remained under the management of state legal 
persons other than the State Treasury, became the subject of perpetual usufruct by force of the law. The 
rights of state farms regarding the land they managed as of December 5, 1990, are regulated by a 
separate act. 

Buildings and other facilities, as well as premises located (n the land described above, which are 
the property of the State Treasury or the gmina, and which on December 5, 1990, remained under the 
management of state legal persons, became the property of these legal persons. If they, or their legal
predecessors did not construct or purchase the buildings with their own resources, then the buildings were 
purchased for a fee. Cooperatives, as of that date, could apply for perpetual usufruct of the land and for 
the granting of ownership rights to the buildings, iacilities, and premises located on this land. 

Agricultural Property of the State Treasury 

The act of October 19, 1991, on the management of agrarian property of the State Treasury
regulates the management of the property of the State Treasury in relation to agrarian real property as 
defined by the Civil Code, and other real property located in areas designated in zoning plans for 
agriculture. The act also covers other real property and portions of the State Treasury's property that 
remain after the liquidation of state agricultural enterprises and other agrarian property taken over by the 
State Treasury. 

The rules for management include real estate manged by state entities; property used or owned 
by individuals and legal persons; by other organizational entities; and properties that are part of the 
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National Land Fund. The property of the State Treasury, described above, constitutes the Agrarian 
Property Stock of the State Treasury. 

The act establishes the Agricultural Property Agency of the State Treasury, which the State 
Treasury entrusted with the execution of ownership rights in relation to the properties defined above. 
The act defines the duties of the Agency and the manner for the management of the Agrarian Property 
Stock (for example, sale, lease, and rental, entrusting with management, and so forth). 

A variety of means exist 
by which agricultural property can be added to the agrarian property stock that will be managed and 
disposed of by the Agricultural Property Agency. The property of state farms (PGRs) is turned over to 
the Agency by the founding body. This occurs after the liquidation of the enterprise and its deletion from 
the state enterprise register on the basis of the decision of the founding body. 

Real property from the National Land Fund is given to the Agency on the basis of the voivod's 
decision. Real property taken over by t1 State Treasury on the basis of special regulations, that is, land 
exchanged for retirement Lenefits, has to be relinquished by the regional body of government 
administration, or any appropriate administrative body, within 30 days of when the decision for the state 
to takeover the property became valid. 

Agrarian real estate that is the property of the State Treasury and is used by individuals, 
cooperatives, or other nonstate entities remair- intheir use under unchanged conditions until sale or lease 
contracts are concluded with the Agency. If, within two years from the creation of the Agency, the 
existing conditions of the land's use remain unchanged, then such use, established on the basis of 
administrative decision or contract, expires. Expiration of the decision and transfer of land into the 
Agency's stock occurs by way of decision of the regional body of administration. The actual handing 
over of the real estate into the stock of the Agency is done with a protocol prepared by the Agency and 
the entity that was the user of the land. 

Until the land is taken into the stock, the law does not allow the Agency to dispose of and manage
the property. Until the Agency takes the property, the user could separate out and sell the housing stock 
of the PGR, and the founding body could transfer to the gmina, free of cost at the gmina's request, all 
property used for social, cultural, and sport purposes, together with the appropriate land. 

The regulations enable the Agency to "manage" property through the sale of all or part of the 
assets; lease or rent the assets; contribute all or part of the assets into a company; turn the assets over 
to management; and entrust an appointed administrator for a specified period of time with the duty of 
managing the assets if there is no possibility to manage them in any other manner. 

Land that is part of the Agency's stock can also be left idle, given to the State Forests for 
forestation (at the motion of the Agency and based on the decision of an appropriate administrative body), 
or be given to the gmina, free of charge, for infrastructure investments. 

\
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Sales of State-Owned Agricultural Real Estate 

In regard to the sale of state-owned real estate, the option to administratively give land to a user 
was waived. The rule that only that :)roperty that was included in the list prepared by the Agency can 
be sold was maintained. According to the regulations of the Civil Code, there are priority purchase
rights. These rights apply to co-owners of agrarian real estate if they are managing a farm on jointly
owned land (article 166 of the Civil Code), and to lessees, if the lease was for a period longer than three 
years, or its actual period was longer than 10 years (article 695 of the Civil Code). Persons who have
priority purchase rights to buy are obliged to submit within a one-month period a statement confirming 
that they wish to exercse this right. 

When such a statement is not submitted, or such a right is refused, the real estate and other 
property included in the list are sold in a competitive bidding process. The Agency makes a public 
announcement of the sale. If the value of the property exceeds the equivalent of 5,000 quintals of rye,
the announcement must be published in newspapers nationwide. The Agency organizes an open or 
competitive bidding. The open bidding is organized to get the highest price, with ain evaluation of bids 
submitted to award the property to the most appropriate bidder. 

The price of one hectare of land is established based on market prices, or by multiplying the 
estimated value of one hectare by the price of one quintal of rye, according to the regulations on farm 
tax, as of the date of sale. The estimated value is established according to the type and classification of
land, which can be found in the land register, and according to the tax regulations in a given area. The 
price of one hectare of land is aplied to persons who have priority rights, and to buyers who are
designated as the buyers of the property on the basis of the current regulations. It is used as the starting 
(minimal) price in open bidding. 

Detailed regulations on the sale of real estate and its portions included in the Agency stock,
conditions for paying in installments, and the estimated price for the land are contained in the Decree of
the Minister of Agriculture, dated January 16, 1992 (Journal of Laws, #10, item 39). The price achieved
in the open bidding isthe sale price. The Agency may agree to receive the payment in installments. Sale 
of real estate is managed by the Agency, or an entity to which it commissioned to undertake the sale. 

Another form of managing the stock of land is transformation of a state farm by the Ministry of
Privatization into a single-person company of the State Treasury, at the request of the Agency, or at the 
request of the director and employees' council. The rights of the State Treasury are represented by the
Agency. These companies are governed by the Act on Privatization of State Enterprises, dated July 13,
1990. Third parties are not allowed to purchase shares in these companies. 

The case of administration is intended to be very limited, and relates only to properties managed
by state agencies until the time of liquidation. Administering a property will be in place for property
included in the Agency's stock that is transferred from state entities that do not have legal status, and to 
the state forests. The transfer occurs on the basis of the Agency's decision for a given period of time. 
The details of transferring property included in the Agency's stock is described in the decree of the 
Minister of Agriculture of January 15, 1992. 
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Leasing of State-Owned Agricultural Real Estate 

The main form of management of the agrarian real estate of the State Treasury is leasing, both 
to individuals and legal persons. The properties that are to be leased are included in a list prepared by
the Agency. Conditions of the lease are established on the basis of bids. When a uumber of equal bids 
are put in, priority is given to a company formed by workers from the enterprise that is to be leased. 

Regulations on the management of agrarian piroperties of the Treasury of the State introduced a 
ban on the lease of agricultural properties to foreigneri until January 1, 1995. In some specific, justified 
cases, the property can be leased with the permission o.ethe Minister of Agriculture. This is an important 
barrier for foreign investment in agriculture in Poland. 

Under certain circumstances, the Agency may not require the lessee to pay rent for the property.
Rent is not paid for class IV arable land. Rent is also not paid for the first three years of the lease if the 
land was idle for at least one year before the agreement was signed. Rent may also be waived for a 
period of not longer than five years in cases that are justified by the condition of the leased assets, 
provided the lessee fulfills the conditions specified in the agreement. 

Additional Requirements 

The GOP should remove the ban on foreigners leasing agrarian real estate. The purchase of land 
by foreigners is almost impossible, as the Ministry of Interior and the Ministry of Agriculture must 
approve the sale, and this is done only in very rare cases. These regulations are a significant obstacle 
for foreign investment in Poland. The GOP is fearful that large portions of Poland will be owned by
foreigners. The GOP must decide if it is serious about attracting foreign capital for investment, and if 
it is, the GOP must provide opportunities for this to occur, either through long-term leases or sales of 
real estate. 

The Agricultural Property Agency must hasten the process of assuming PGR assets, as well as 
hasten the process to dispose of these. There is little demand to purchase land from the Agricultural
Property Agency. Procedures should be simplified if a company established by former employees is 
interested in leasing or purchasing land. Initial financial deposits should be minimal. Prices for assets 
and land should be based on what potential investors are prepared to pay for them, and not based on the 
value of a rye that could be grown on the land. Assets should not have to be purchased to access land,
and investors should have the option to use the land for alternative purposes. 

Unwanted ancillary assets, pirticularly apartments and social infrastructure, are a problem.
Workers of the State Farms do not wan: to purchase the housing even for a symbolic fee, and the gminas
do not want to take it over for fear of paying for its maintenance. Housing can be given free of charge 
to the former workers of the State Farms for use. At the least this would shift responsibility for its 
maintenance from the GOP to the owners. Other unwanted social property should be given to gminas,
iko free of charge. In the case of farmland and other real estate for which there are no buyers, this 
should be available in the form of a long-term lease for a very small fee, with an option to purchase, to 
persons who will make an obligation to make specific investments or create a specified number of places 
of work. 
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POLISH CONTRACT LAW 

Civil Code 

The Civil Code is the basic element of Polish law. This legal act was recently updated, and it
will require additional changes as the new legal and civil system and institutions develop. The expai ive 
development of the system of collateral secuilty for property is planned. 

The Civil Code regulates mutual relationships between legal and natural persons. The Civil Code
guaranties the freedom of concluding agreements. Some agreements are named and defined, and,
according to the existing general principle of the Civil Code, parties are permitted to create new types
of agreements and contracts not presently defined. These are called unnamed agreements. They are
legally allowed provided that they do not violate general regulations of civil and other laws. 

Arbitration in Economic Activity 

There are great advantages to resolving disputes through arbitration proceedings rather than using
state courts when the disputes pertain to economic activity. The arbitration procedure guarantees that the
mediation of the dispute will be conducted by a panel with expertise in the area that is to be mediated.
For example, an arbitration court resolving disputes in agrarian production will be created at a local
association of agrarian producers. These people are better versed in the specifics of these matters than
the state court. An arbitration court does not have to strictv adhere to the legal regulations governing 
a state court, and it cap make its decisions based on standard practice. 

The p,,rties of the dispute will decide who will resolve the case, and so they can select persons
whom they fully trust. The proceedings are faster, less formal, and less costly. It is possible to initially
specify the rules to resolve the dispute, and this can be important for foreign companies that do not know
local laws. For instance, it is possible to apply rules from other couitries that govern these activities if
both parties agree. Arbitrati.n proceedings, that are called the conciliatory court, are regulated in Poland 
by the Civil Proceaure Code, article 695. 

.'-ccording to :urrent regulations, the vxecution of a decision of an arbitration court in Poland is
subject to state court review. After the arbitration court gives its decisi-,n, one of the parties of the
dispute nust submit the decision to a state court. The state court must review and decide the
enforceability of the decision. 

on 
One of the parties must also submit an application to the court to receive 

an enforceability clause on the decision. The second application is considered by the cour. after theenforceability of the arbitration court's decision becomes legally valid. It is possible to appeal on the
issue of enforceability, and the whole procedure may be used by a party dissatisfied with the arbitration 
court's decision. This cin delay the execution of the decision. 

The state court may deny the enforceability of the arbitration court's decision only in a situatirn
when this decision is "a breach of formalities or social rules." The state cour limits its review to the 
contents of the decision of the conciliatory court and the content of the agreement. It does not investigate
other issues. It does not consider the formalities regarding the arbitration proceedings, nor the 
correctness of the decis:on. 

This regulation is the primary reason for the fact that arbitration has no practical use. Its valueis in its ability to avoid the stpte court system, thereby resolving conflicts more quickly. Even if the 
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debtor agrees with the decisiou, 'f the arbitration court, the recognition procedures for its decision must 
be performed by a state court, thereby unavoidably lengthening the process. 

Addition:a Requirements 

Arbitration proceedin:;s are much more inexpensive and effective methods of resolving disputes
in business activity than are state court proceedings. It is necessary to support and develop this form of 
mediation. Arbitration requires support in the form of per-*nnel training and elaboration of arbitration 
court statutes and proceedings (for permanent and "ad hoc" arbitration courts.) Changes should be made 
in the civil law procedure to eliminate the process of enforceability of arbitration decisions by the state 
courts, unless this is because of a violation of civil procedure. 

LEASE LAW 

Leasing is one method of financing an investment or transaction. An investment here means 
acquiring the use of a particular object. Leasing can be used to finance an investment (a lease/purchase
arrangement) or an installment sale (ownership is transferred at the beginning of the lease). It enables 
the implementation of a project without long-term capital investments. The costs of using the machines 
or equipment are financed from the current revenues of the company that the company earns by using 
these objects. 

From the legal standpoint, leasing is an unnamed contract, not listed in the Civil Code. The 
current rental contract is the closest to this. ("The lessor makes an obligation to grant the lessee the use 
of the object, for a defined or undefined period of time. The lessee makes an obligation to pay a set 
amount of rent to the lessor.") The difference between rental and leasing is that leasing is a form of 
financing (credit) a business project. A leasing contract allows one to lease (rent) an object under 
specified conditions. The owner of this object is still the lessor, and the lessee has the obligation to use 
it properly, maintain it, insure it, and so forth. The lessee usually has the possibility to extend the 
contract, purchase the object under specified conditions after the contract expires, or exercise his priority 
right to purchase or take over the object free of charge. 

Leasing enables the lessee to quickly take advantage of modern technologies with a very small 
investment, as well as limiting the need for long-term capital to do so. This can drastically increase the 
company's liquidity, as the investments are financed with the company's short-term cash resources. 

From the standpoint of a company that uses it, leasing is similar to long-term credit, but it has 
several advantages. The lease payments are adapted to the company's projected profits, which will be the 
result of using the leased object. The lessee repays the leasing credit in installments of a fixed amount. 
The leasing czdit equals the price of the object plus interest. 

Types of Leasing 

There are several types of leasing. Direct learinig occurs when the lessor is the producer of the 
object that is being leased. Indirect leasing occurs when the lessor is the company that finances the 
transaction. The leasing company purchases the object of the lease from its producer. 
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In financial leasing, the lessor finances only the purchase of the object of the transaction, and
transfers all guarantee rights, ir.. urance, warranty, and so forth, to the lessee. The lessee is also
burdened with the risk related to the use of the given object. Such transactions r-e mainly for unusual,
specialized equipment, which cannot be leased to many clients. This leasing is based on contracts that 
cannot be terminated before their expiry date, and which assume full amortization (depreciation) of the 
object in the contract period. 

Operational leasing is used for objects that can be leased to many c.!'nts. The contract periods
are not long, and the possibility exists to terminate the contract before the expiry date, but after a
specified, obligatory period of use. The lessor makes a profit on tb:. type of activity usually oitiy after 
a number of transactiops of operational leasing. The lessor as. lies the costs of servicing and
maintaining the object, and the cost is included either in leasing payments, o, in a separate contract for 
service and maintenance. 

Taxation Issves 

The Ministry of Finance has interpreted leasing for tax purposes. One interpretation involves the
purchase of the item, with payment in installments or on credit, with a restriction on the ownership of
the object sold. This regards contracts in which the parties decide on an ownership option. This means
that the object of the contract becomes the property of the lessee after the fulfillment of contract
conditions (for example, after the payment of the last installment, or purchase for a symbolic amount.)
This type of leasing is considered an investment purchase and it is financed from revenues. It cannot be
deducted as an expense, as Polish tax law has no deductions for investment purposes. This is one
example of the general problem of the lack of tax incentives for investments. 

In th- case where the object remains the property of the lessor and the lessee pays installments
for the usage of the object, the payments can be considered the cost of earning income and be included 
as part of the company's costs, and these costs are tax deauctible. 

Adc; ienal Retquirements 

The Civil Code does not describe a lease contract in detail. According to th* principle of contract
fretdom, such a contract can be entered into by the interested parties. The lack of a standard contract 
causes problems for the courts and tax offices when deciding detailed legal and taxation issues because 
of the lack of experience with these contracts. Approved standard lease contracts should be developed,
along with revisions in the tax code. 

COLLATERAL LAW 

Under the command economy, the main entities of economic activity were ,tate enterprises, and
capital trade between them was very small. There was not a need for securing claims. In a market 
economy, trade in capital is the basis for its functioning. There is no central registry for co'dateral in
Poland. This causes problerrs for SME development because creditors cannot easily provide financing
with the assurance that their risk will be protected. It is necessary to create or re-institute the system of 
securing ot' igatioi,. 
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The system requires several key features. It should be easy to establish a form of security or 
collateral. The collateral should be centrally registered so other creditors can verify claims. There 
should be a timely and effective method to enforce collateral execution, at the same time limiting the use 
of the property that has been pledged to the creditor until the time the claim is executed. 

Guaraitees 

There are two types of guarantees under the Polish legal system, personal and property. In the 
case of a personal guarantee, the fulfillment of the obligation is guarantied by a general charge on the 
property of the person who guarantees the obligation. In the case of a property guarantee, there is a 
charge against a particular object to secure the guarantee (movable property or real estate.) 

The Civil Code governs the pledging of personal collateral. Under a guarantee, the guarantor
makes an obligation to satisfy the claims in the case when the debtor fails to do so. The guarantor is 
responsible for fulfilling claims with his property in the same way as the debtor. Strengthening the 
coil eral means increasing the value of property from which the creditor may seek to satisfy his claims. 

When using a promissory note, the debtor makes an obligation to pay a specified amount of 
money to the owner of the promiksory note (it is also possible to issue a promissory note for an 
unspecified amount.) The creditor may use a simplified procedure to have his claim recognized as 
collectable by a state court. The judge, during a closed session, issues an order to pay, without trial or 
summoning the debtor to court. The debtor ,ias a limited opportunity to contest the order. Within a week 
from delivery of this decision, the order becomes a court sL,...ence, ai. l is to be executed immediately. 

A guaranteed note requires a person who is neither the issuer, nor the person who is to satisfy
the claim (drawee), to pay the debt on the same basis as the issuer of the promissory note. 

A bank guarantee is one that is similar to the civil guarantee. In this case, the bank guaranties 
the payment of the debt. 

In the case of a property guarantee, the creditor has more protection than with a personal 
guarantee. Hc can satisfy his claims regardless of whose property the object of collateral has become, 
and his claims will be satisfied over the claims of anyone else. There are two basic types of property
guaranties. A lien encumbers movable property. Therefore it is necessary to pass this property on to the 
creditor or a third party. The debtor has no right to use the encumbered object. The lien may secure 
the 'epayment of one debt. If there are a number of debts secured by the collateral, then the creditor 
mus be the same person. The object of the lien can also be rights, such as shares in companies, 
securities, bonds, and so forth. 

A mortgage is an encumbrance of real estate, therefore there is no need to pass the property on 
to the creditor. The real estate remains *heproperty of the debtor, which poses no threat to the creditor, 
as the creditor can control the legal status of the collateral through the system of the mortgage register.
Real estate can be encumbered with a number of cliims by different creditors. 

Other Forms of Collateral 

It is possible to use other forms of collateral if they do not breach the existing rules of the law. 
This is consistent with the rule of freedom of contracts. Transfers of debt, participation in debt, transfer 
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of ownership as collateral (expropriation on collateral), and payments of deposit can all be used as 
collateral. 

Collateral Claims 

Companies involved in economic activity need access to financing in order to develop, and their 
own resources are insufficient to finance this. Lenders have financing, but they want to minimize their
risk. This can be accomplished through collateral. Lenders are not able, though, to verify whether the
borrower has already secured financing through another institution (the system of interbank exchange of
information on borrowers is only being created and will be available for banks only), nor whether the 
person applying for financing has already pledged the asset as collateral. 

This is one reason why banks demand such high collateral coverage. Banks often require
collateral coverage in excess of the value of the loan. The types of collateral most often demanded are
liens on real estate (mortgages), guaranties of another bank or an appropriate amount of money in a bank 
account. With liens on movable property, real collateral coverage can be achieved only when the lender
actually receives the asset. For example, the transfer of ownership is not secure, as the borrower still 
owns the lienee asset and (if he is dishonest) can use it again for collateral. 

The Banking Law Act of January 31, 1989, maintained favorable legal solutions for state banks,
and for those banks that commenced their operations before this law came into force. At that time there 
were state banks, cooperative banks, the state cooperative bank (Food Economy Bank), and the L6dzki
Bank Rozwoju (L6d7, Development Bank), with the participation of private capital. These banks have 
preferences because the State Treasury guaranties the obligations of these banks. 

When the borrower does not pay his debt on time, the baak may request that a court officer
collect the obligation without referring the matter to court. Bank documents stating that the debt is
overdue and collection procedures have been initiated are considered execution orders for court executive
officers. A compulsory mortgage may also be used in relation to the debtor's real estate, even if the 
credit contract did not contain such a clause. 

Proposed New Collateral Law 

A draft of the law on securing claims developed by the IRIS project proposes establishing a
charge on several types of collateral. One includes any kind of property, including real estate andmovable assets, defined as far as identity of any kind are concerned. Another is property rights including
perpetual usufruct and nonproprietary rights. The last is a claim on existing and future property. 

The National Bank of Poland (NBP) and Ministry of Justice Commission for Reform of the CivilCode had jointly decided that there is a need to introduce a new law on securing claims. it would be
added as an amendment to the Civil Code. Because of the civil and legal character on the protection of
claims and its connection to obligations, it would be necessary to locate the law on securing claims within
the Civil Code as a real right (in rem). Adecision concerning this issue should be made before drafting 
of the law begins. 

The new law creates a wide range of possibilities to identify sources of financing for enterprises,
for example, a lien on (future) expected property. It also establishes a central, easily accessible registry
of collateral. A provision to quickly establish a procedure for securing claims is also important. The 
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draft creates the possibility to transfer abroad money against collateral claims established in Poland by 
foreign companies. This could encourage foreign banks and businesses to cooperate with Polish 
enterprises as the transfer will not require a separate foreign currency transfer permit. 

Addiional Requirements 

It is necessary to create a central, easily accessible registry of collateral that cevers all 
participants. A system that allows the owner of the collateral to use the lienee property, and at the same 
lime provides the lender with a guarantee of securing his risk must be developed. 

COMPETITIVE BIDDING 

Polish law regulates several issues pertaining to competitive bidding. It has rules to organize 
bidding for the sale of fixed assets by state enterprises, as well as the conditions to cancel the sale. The 
law regulates bidding for real estate belonging to the State Treasury or gmina. It defines the sale of real 
estate that is part of the stock of the Agricultural Property Agency, conditions for financing the purchase 
in installments, aiid the estimated price of land. It organizes bidding under Lhe geological and mining 
law. These rules are an integral p;xrt of the GOP's efforts to privatize SOEs and PGRs. 

Competitive Bidding for Sale of State-Owned Enterprise Assets 

There are specific rules for organizing the competitive bidding for the sale of fixed assets by state 
enterprises. The owner of the fixed assets (state enterprise) must announce an oral auction or bid by 
tender. A bidding committee must be created. Organization of the bidding may be commissioned to 
other entities. The fixed assets that are to be sold have to be valued based on market prices (defined as 
the average price of the asset in the region of sale) and, optionally, by expert opinions. Prices of the 
assets to be sold should be equal to their market price. If the market price cannot be determined, the 
prict- cannot be lower than the book value, after revaluation and depreciation. 

The opening bid price cannot be lower than three-fourths of the price determined based on the 
above formula. The announcement of the bidding has to be publisied with an appropriate notice periodt 
in a daily newspaper and posted at the office of the seller. Persons participating in the bidding must 
provide a deposit in the amount of 10 percent prior to the bidding. These, regulations onstitute an 
important limitation on selling assets of state enterprises, as these initial prices are often too high for 
potential buyers. 

There are several cases when a state enterprise may sell its fixed assets without bidding. One 
instance is when the assets for sale have been valued at the market price, and it is obvious that a higher 
price cannot be obtained. Asecund instance exists if die object ot the sale isproperty components, whose 
value (after revaluation and amortization) does not exceed the amount determined in the regulations on 
considering property components as fixed assets. If the objects of sale are property components 
transferred as a contribution to a company based on the Commercial Code in which the seller is a 
participant, then bidding can be bypassed. Lastly, bidding can be eliminated if bidding already took 
place, and the assets could not be sold at the opening price. 

V 
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Competitive Bidding for Real Estate Owned by the State Treasury 

Competitivo bidding for real e.;tate that belongs to the State Treasury or the gmina is regulated
by the Decree of the Minister of Spatial Economy and Construction of June 19, 1991. The owner of the 
property (State Treasury or gmina) organizes bidding in the form of an open oral auction, or bidding by
tender, either in an unlimited bid process, or one that is open to selected persons or entities. The State 
Treasury is represented by the appropriate regional government office, and the gmina by its board. 

To participate in the bid, one must pay a deposit equivalent to no less than 5 percent of the
opening bid price. Foreign nationals can participate in bidding for the purchase or perpetual usufruct of 
land if they hav, the approval of the Minister of Internal Affairs. The bidding announcement is posted
at the office of the owier of the real estate. It is also printed in a daily newspaper, or otherwise 
published in a manner commonly used in a given region/city, at least two weeks prior to the bidding.
The public oral auction is valid regardless of the number of participants, provided that at least one
participant offers a price higher than 1 percent above the starting price. The purpose of the bidding is 
to obtain the highest price possible. 

An unlimited bidding by tender is organized to choose the best bid offered. The announcement 
mist state that the owner of the property has the right to select the best tender, or to decide that the
bidding did not bring the expected result. The interested parties submit their tenders at a time and place
specified in the announcement, pay the deposit, and comply with additional conditions of the tender. The 
open part of the bidding is held at a time and place stated in the announcement, with all tie tenderers 
present. The committee verifies the proper organization of the bidding, announces the number of tenders
received, controls the payment of deposits, and opens the tenders and qualifies them for the closed part
of the bidding. The committee rejects those tenders that do not comply with formal or merit conditions
of the bidding. The closed part of the bidding consists of a detailed analysis of the tenders and the 
selection of the best one. 

Bidding by tender open only to a selected number of persons or entities is organized when the
conditions of the bidding can be met only by a limited number of persons. It is organized based on rules

,;imilar to the unlimited bidding by tender, with several differences. The announcement states that the

bidding is open only to persons who can meet the prequalification, and the announcement states what
 
these are. The submitted tenders are prequalified for bidding by the bid committee, and the number of

qualified tenderers cannot be less than two. 
 The deposit is paid by tenderers qualified for the bidding. 

Additional Requirements 

Regulations regarding bidding shor-ld facilitate the sale of assets. Because preference is given
to companies formed by former employees, the bidding process should be waived if newly organized
employee companies choose to purchase SOE or PGR assets. Th: formula for determining asse, value 
should be closer to the market value of the assets, thai: is, the price the market is 7villiag. t pny.
Establishing artificially high asset values leaves assets in the possessior- of the GOP. Valuation of the 
assets based on book value or replacement value does not reflect the market value octhe assets, and many
of them are not sold. The necessity to obtain a price at lcaF. I percent higher than the opening bid price
(in case of sale ,f real estate) should be abolished. 

\ AV) 
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TAX LAW 

Turnover Tax 

There are two groups that are subject to turnover tax. Tht first group is socialized economic 
units. This includes state enterprises, enterprises created by state enterprises, or an organization of 
cooperatives with the participatica of foreign capital, foreign legal entities acting in Poland on the basis 
of intergovernmental agreements, banks, cooperatives, and limited liability and joint stock companies with 
participation by the State Treasury in excess of 50 percent. 

The taxable base is the turnover, which is defined as revenues from the sale of products and 
services. The basic rates for the sale of products are set at 20 percent, for the sale of services at 5 
percent and for trade at 1 percent to 5 percent. Detailed rates are defined in tables and vary from 0 
percent to 68 percent. Exemptions from turnover tax for this group are applied to insurance companies, 
banks (the purchase and sale of foreign currencies are taxable), and housing cooperatives. 

In addition, this group is exempt from turnover tax on all export sales of products and services 
(with the exception of coal and fuels), on the sale of subsidized products and services, on the sale of 
military products, on the sale of plant and animal production (not industrially processed), and on social 
welfare activity and vocational and scientific training courses. 

Turnover tax does not have to be paid on sales of products for investment purposes - for 
example, some equipment as determined in the law, generally for production purposes. Items of 
individual use, such as cars, furniture, and electric home appliances, have turnover tax. In the field of 
agriculture, exemptions are applied to sales of agricultural field products, agricultural equipment and 
machinery, fertilize s, and fodder. 

The second group subject to turnover tax is individuals and legal persons other than socialized 
economic units and other persons without a legal entity. The taxable base is the turnover, defined as 
amounts due for the sale of services and products. The general rate for production activity is 20 percent, 
for services 5 percent and fr-r trade 5 percent. 

Tax exempted activities for this group are on sales of products and services for export, as well 
as for investment purposes. There are also some less important exemptions for activities in the field of 
social welfare, culture, artistic craftsmanship, and so forth. Sale of an enterprise is exempted from 
turnover tax. In agriculture turnover tax is not applied in the case of the sale of plant and animal farm 
products that are not industrially processed, and when a constant place of sale is not mainained. There 
is no turnover tax for agri ;ultural equipment and machinery, fertilizers, fodder, and agricultural field 
products. 

Income Ta. 

There are two separate sets of acts concerning income tax. One of them regulates issues of 
income tax for legal persons. This includes entities previously included under socialized economic units. 
The second is for individuals. 

There is a corporate income tax for legal persons. Tne taxable base for this tax is profit, that is 
defined as the difference between revenue and the costs 'o obtain this revenue. The cotporate income 
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tax rate is 40 percent. There are some tax exemptions on income obtained from agricultural economic 
activity. Agricultural activity is described as animal and plant production, vegetable production (open,
greenhouse, and plastic tunnel), flower production, fruit growing, breeding material production, animal 
farm production, and fish production. 

Income tax is applied, however, to special branches of agricultural production (highly efficient 
agricultural production). These include production in heated greenhouses and plastic tunnels, production
of mushrooms, fur-bearing animals, poultry, and so forth. Food processing is taxable under the income 
tax law. 

Profits received from the sale of farms are tax free. Profits from nonagricultural activities of 
agricultural production cooperatives are tax free under the condition that this profit isdestined for salaries 
of members. 

The deduction of some business expenses is allowed. These include depreciation, damage to 
assets, expenditures for research and development, interest on liabilities, and payroll. 

There are no general income tax investment incentives under Polish Law. Only the foreign
investment law allows companies with foreign capital participation to apply for exemptions from income 
tax if the contributions of the foreign party to the company's share capital exceed the equivalent of two 
million ECU, and the activity of the company is conducted in regions with high levels of unemployment, 
or the activities introduce new technologies or the activities enable the company to export goods and 
services that comprise at least 20 percent of the value :3f tne total sales. 

Income tax for individuals is applied to all individuals with income from sources listed in the law 
on personal income tax The taxable base is net income - the difference between the sum of receipts
(in cash and in kind) and any income-related expenses. Tax rates are set between 20 perceut to 40 
percent. In the case of small-scale economic activity (not exceeding 120 million zloties a year), a lump 
sum rate of between 7 percent to 10 percent may be applied. 

In the field of agricultural activity, tax exemptions are generally the same as those that apply to 
legal persons. In addition, the sale of industrially processed animal and plant products by farmers 
obtained from their own farms is free from tax. This applies only to basic processing. Tax deductions 
for individuals in agriculture are also similar to deductions for legal persons. 

Income Tax for Using State Property 

State enterprises are obliged to pay a dividend, which is a tax on profit after income tax for using
state property. The rate of this tax is established every year in the budget. In 1991 it was 22 percent.
State farms are taxed at 25 percent of the standard rate. 

Tax on Increase of Salaries (Popiwek) 

Atax on an increase in salaries, popiwek, is generally applied to state enterprises and other state 
units conducting economic activity, and other legal persons with state participation in excess of 50 
percent. Cooperatives are subject to this tax when the value of the share fund is lower than 20 percent
of the reserve fund. The tax is levied on the amount of a salary that exceeds a basic tax free amount 
described by the law. 
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Agricultural Tax 

The law on Agricultural Tax addresses taxes on land for agricultural purposes. The taxable base 
is agricultural land that is larger than one hectare, and is owned or possessed by individuals, legal
entities, or state companies. Excluded from the tax are areas used for special branches of agricultural
production and areas located near lakes, rivers, preserves, lands under management by the Enterprises
of State Forests, and fields of members of agricultural production cooperatives. 

The taxable base is based on the conversion hectare. It is calculated according to the location of 
the land, the class of he land (from I to VI), and the kind of land (arable land, pastures and meadows).
The tax rate is 2.5 quintals of rye from I conversion hectare, calculated on the basis of the current 
official price of rye. This price is published every 3 to 6 months in the gazette Monitor Polski. 

Local Taxes and Revenue Duties 

The law on local taxes and fees establishes the tax on real estate, transporiation, dogs and local 
fees, such as fair space and other administrative and local fees. Article 7 exempts farm buildings used 
for agricultural production from real estate taxation. The Law for Revenue Fees defines the object of 
the fee and its value. The fee is applied when submitting applications, certificates, and other legal deeds 
- a sale or purchase contract, company agreement, and the like. The value of the fee is described in 
the executive act to the law. 

Additional Requirements 

The GOP must develop tax incentives under the income tax regulations for investment and 
development in the agroindustry sector. The tax code should be revised and simplified so that it can be 
understood by taxpayers, and is not punitive to those making investments in industries that have potential 
for export employment. Revisions should include investment incentives, and these should remain in effect 
for a sufficient time to provide stability to the business planning process. 

PACT FOR PRIVATE SECTOR
 
DEVELOPMENT POLICY AND LEGISLATIVE REFORM
 

Much of the legal and regulatory review in this report focused either on laws that govern the 
functioning of command economy structures (cooperative law), access to and restrictions on the use of 
state-owned property (lease or purchase of SOE and PGR land and assets), and the lack or inadequacy 
of the legal and regulatory system in place to enable the efficient tunctioning of private Lasinesses and' 
civil law procedures to resolve contractual disputes arising between businesses (mortgage registration,
land registration and integration, arbitration, lease financing, loan collateral, bankruptcy, and taxation). 

The GOP's "Pact on State Enterprise" (Appendix 17.13), "Chances for the Countryside in 
Agricultuie" (Appendix 17.3), and "Outlines for Socio-Economical Policy for the Year 1993" (Appendix
17.12) are examples of government efforts to create comprehensive sector and economic policies. All 
of these include provision for social safety net subsidies and privileges for select target Eroups, as well 
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as government interventions in the marketplace. Many of these continue to protect inefficient state
companies to the detriment of competitive market and private sector development, sending distorted 
signals to the business community that retard new business investment in open markets and promising 
economic sectors. 

In its Pact for State Enterprises, the GOP undertook a comprehensive review of the laws, policies,
and regulations that were in place regarding SOE operations and their present economic and financial 
status, and developed and revised legislation to address the situation of SOEs in the present economy.
The GOP should develop a similar pact for private sector development under competitive market 
conditions. GEMINI fosters an enabling process to accomplish this objective within the framework of
policy formation familiar to the GOP. This framework may be viewed to be the Pact for Private Sector
Development Policy and Legislative Reform. Thus GEMINI recommends that the GOP create an overall
framework that expresses the GOP's understanding of the need to formally advocate, under the law,
private sector driven competitive market development based on a policy formation and negotiation process
that includes specific input from, and nationwide support for. business policy and law initiatives by
private sector organizations. 

The F,,,t should include new and revised legislation that supports free market and private sector
development by removing impediments to and reducing the costs of business transactions to establish a
level playing field for all businesses in the marketplace, be they private or state owned. The Pact would 
be based on a complete and systematic legal review of legislation and regulations that are currently in
place that govern and affect private sector business activities, as well as identifying gaps in policy, law,
and regulation needed to sustain a level playing field in industry and commerce. Recommendations for 
changes in financing mechanisms, investment incentives, taxation, and trade and commerce regulations
should be supported by sound economic impact analyses. 

The Pact would identify the need for the GOP to establish an advocacy office for the private
sector within the government to carry out the legal and economic analyses required, including provisions
for collaboration with relevant ministries to resolve policy and regulatory problems and foster ongoing
dialogue with the private sector constituency.
The Pact for Private Sector Development Policy and Legislative Reform should establish the policy
framework leading to the preparation and passage of a Small Business Act. The Act would include
provision for establishing an apolitical Office of SME Advocacy within the Council of Ministers. 
GEMINI recommends that the advocacy office report to the Prime Minister or an Interministerial 
Committee. 

If the latter, one minister should serve as the Chairperson of the Committee to whom the Director
of the Office of SME Advocacy would report. The Director, the Chief Legal Counsel, and the Chief
Economist in the proposed SME advocacy office should not be elected members of government, and
should be allowed considerable autonomy in carrying out its program to create and sustain an 
environment conducive to competitive market and private sector development in Poland. 
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I. Principles of the Government Policy 

The change of the economic conditionsofagrarianproduction, which occurredas a result ofthe 
introduction of the new economic system, is the reason why the state has to formulate new rulesfor its 
policy towards the agriculture and the countryside. The discontinuation of subsidies, new rules for 
management, bringingthe prices ofagrarianproducts up to market values, allowing competitive products
from foreign countries to enter Polish market all this significantly decreased the profitability of 
agrarian production. The government recognizes the social meaning of these facts; takes into 
considerationthatagricultureemployees 27%ofprofessionallyactivepeople; and that28% ofthe citizens 
of the Republic of Poland live in rural areas. 7he government does take into considerationthe social 
situationof the countryside and the specific characterofagrarianproduction - therefore it declares its 
will to introduce evolutio:tnrv changes in this area. 

It is the intention of the government to assistthe transfornationsof agrarianproduction, whose 
goal would be lowering its costs to a level wherefarming becomes profitable, while maintaininga stable 
situationon thefood market. Work on afarn cannotbe treatedworse than the work of industrialworkers 
or employees of other sectors of the economy. 

7he government will attempt to effectively utilize the funds designatedfor the improvement of 
situatio? in the countryside. It intends to supportfinancially the activitiesfor the improvement of living
and working conditions and its multifimnctional development. This means the necessity to expand the 
programs related to infrastructure- water supply, sewage treatment and telecommunications. he 
governmentperceives the needfor such shaping ofchanges, that the decreasedemploynien; in agriculture
is not accompaniedby rapidmigrationfrom ruralareasto the cities. It is the intention ofthe government 
to support the creation of new work places in the countryside outside agriculture;balancing the level of 
education;and adaptingthe health care system to the specific characterof the Polish countryside. 

Strivingfor the improvement ofthe effectiveness ofPolish e- -iculture, the government will enable 
the farmersto participate- on favorable conditions- in the privatizationof enterprisesworking in the 
agriculturalenvironment. 

Methods of intervention on the agriculturemarket should go towards such expending of money
from the poor budget that the economic success of a farm depends first on the farmer himself, then on 
the community activities,and only in the lastplace on the activitiesof the government. At the same time, 
as inflationgoes down andso do the interest rateson creditsfor agriculture,the budget resourcesshould 
be graduallymoved from subsidiesfor credits to the supportof investments in the ruralareas. 

If. General Time Frame for the Government's Activities 

Due to the draught which led to a serious decrease in crops this year, and also in the revenues 
of agrarian producers, the efforts of the state will be targeted at partial balJlcing of its result: and making
it possible to recover the level of production in the following year. The actions were approved by the 
Council of Ministers on September 8, i992. Restructuring work will be delayed as a result of the need 
to alleviate the effects of the drought. 

The strategy for the development of agriculture, designed by the Ministry of Agriculture and 
Food Economy, will be presented to the Economic Committee of the Council of Ministers in October 
1992. The package will contain proposals for the methods of support of the changes of agrarian structure 
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of the country and the proposals for the work of the Agricultural Restructuring Debt Reduction Fund,
 
for the modernization of agrarian production and food processing.
 

HI. 	 Legislative and Organizational Work -- Deadlines and persons responsible for
 
implementation
 

The creation of rules for the protection of Polish agrarian producers 

I11.1. 	 Defining the scope of the state's guaranties to agrarian producers 

A stable system of state intervention in the agriculture market and of support for the 
agrarian producers will be put in place. The system will take into consideration the consequences of 
Poland's affiliation with the EC and other international agreements, including the outcome of negotiations 
with the World Bank, IMF and the GATT regulations. 

The Ministry of Agriculture, together with the Ministry of Foreign Cooperation, will prepare
proposals of concrete solutions and will present it to the Economic Council by October 30, 1992. 

1H.2. 	 Minimal prices 

The government will rationalize the systemic solutions regarding agrarian intervention, 
based on the following rules: 

Bread grains (wheat, rye) will be included in the system of minimal prices. A separate mechanism 
will regulate minimal prices for milk. These prices will guarantee permanent perspectives of profitability 
for effective producers. 

The minimal prices wil be orotected by the interventions of the Agricultural Market Agency in 
the grain and milk markets. 

The level of the minimal price will be negotiated with the representatives of trade unions of 
farmers, in the Council of AMA, taking into consideration the scope of resources granted to the Agency 
under the budget law, and the resources it already has. 

Another factor for establishing the minimal prices for these three products will be their import. 
prices. 

Introduction of this concept will institutionalize the intervention activities of the Agency, and will 
not be a threat for market mechanisms. 

The Ministry of Agriculture will present current rules for the introduction and calculation of 
minimal prices by October 30, 1992. 

State reserves of agrarian and food products will be restored to a sensible level. 

C? 
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The president of the AMA, in cooperation with the Minister of Agriculture, Minister of National
Defense and Minister of Internal Affairs will present proposals for the appropriate actions by October 31, 
1992. 

m.3. Agency of Agricultural Markets 

The government, recognizing the need for the adaptation of the AAM to current situation
in agricutture and in the food market, as well as to its tasks under the new program of agrarian policy,
will present a complex proposal for the amendment of the act on zhe Agency of Agricultural Markets. 

11.4. Introduction of supplemenitary payments 

7he government sees the need of elaborating solutions for the protection of the internal 
market and the interests of the Polish agriculture and food economy. An especially important instrument
for the control of import and binding the prices of imported goods to prices of domestic production
should be supplementary payments. They would also be an additional source for the financing of state 
intervention policy in agriculture. 

Under the current Customs Law, as an anti-dumping policy, additional special payments will be
imposed on certain goods, aside from standard customs tariffs, in order to protect the economic interests 
of domestic producers. 

The Minister of Agriculture and Minister of Finance, working together with the Minister of
Foreign Cooperation, will present detailed proposals for supplementary payments and other mechanism 
of market protection by October 30, 1992. 

Creation of favorable credit conditions for agriculture 

1.5. Definition of stable forms for credit preferences 

Until the time the inflation processes have calmed down, it is necessary to use preferential
credits for the purchase of production inputs and credits for the purchase of crops, in order to achieve 
an interest rate which would be adapted to the production cycle. The budget expenditures should be
moved more into investment. This regards both credits for farming and for investments in the area 
infrastructure of the countryside. 

The Debt Restructuring Fund will be transformed into Agriculture Credit Agency, which will be
supporting modernization processes, mostly in the field of production and processing of milk, meat,
vegetables and fruit, as w;ll as the purchase of land for farming purposes. Special attention will be given
to projects which will create new places of emoloyment in the countryside. 

The Ministries: of Agriculture and of Finance will prepare jointly the draft of Act on the 
Agriculture Credit Agency, by December 15, 1992. 

13 
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111.6 	 Restructuring of the banks 

The process of debt reduction and restructuring of all enterprises in agriculture and food 
processing will utilize the possibilities which will be the result of the new act on the financial 
restructuring of enterprises and banks and on the resources of the Agriculture Debt Reduction Fund. This 
will be related to the restructuring of the banking sector, which services the country and agiculture. 
These functions are performed by the Food Economy Bank and cooperative banks. 

In November 1992 the Council of Ministers will take a resolution which will enable the first stage 
of the FEB restnicturing by transforming it into a company in which the shares will be owned by the 
State and cooperative banks. 

The Ministry of Finance will present, by October 31, 1992, a draft of an act enabling the 
restructuring of the Food Economy Bank, to be considered by the Council of Ministers. 

The Ministers of Agriculture and of Finance will present the possibility of using the act on debt 
reduction and the Agriculture Debt Reduction Fund to solve the problem of solving the problem of debt 
of the State Farms, by November 1992. 

1I1.7 	 Verification of the rules of financing land drainage works and subsidies for mineral 
fertilizers 

Resources for the la;nd drainage should be limited to the maintenance of existing facilities, 
and the participation of farmers in the maintenance of specific installations should be increased. Land 
drainage which takes into consideration full regulation of water supply relations will still be supported 
-frombudget resources. 

The Ministry of Agriculture and Food Economy will present proposals for rationalizing the 
system of subsidies for land drainage through the introduction of state and farmers' participation in its 
costs, by October 30, 1992. 

The Ministry of Agriculture and Food Economy will present by October 15, 19 2 art analysis for 
the system of subsidies for mineral fertilizers and proposals regarding the coordination of supplying the 
farmers with mineral fertilizers from the industry and from local sources. 

Improvement of living and working conditions and development of education in the 
countryside 

HI.8 	 Subsidies for the works on infrastructure improvement 

A proposal of the Ministry of Agriculture and MoF is necessary, regarding the subsidies 
and credits for projects meant to improve living and working conditions in the countryside and the 
construction of technical infrastructure: water supply, sewage treatment plants, telephone network, local 
trash dumps and road,. 
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The Ministry of Agriculture, working with the Central Planning Committee, will prepare apreliminary long-term project for the financing of infrastncture in the country-side - by December 15,
1992 - and the project of concrete target solutions - by June 30, 1993. 

111.9 Adapting the health care system to the needs of the countryside 

The Ministry of Health and Social Care will prepare proposals for activities whose goal
is the improvement of health care system in the countryside by the end of 1992. 

111.10 Reducing the educational differences between the city and the countryside 

The government intends to maintain the existing educational network until the time the
primary schoois are fully transferred to the gmina's responsibility. The government will also make all
efforts not to allow the deepening of differences in the material situation of the city and rural schools. 

The agricultural sciences will be directed by a council of agricultural research, whose task will
be the coordination of the subjects of scientific work, adapting it to the current needs and supervision 
over the process of implementation of the results of the research into practice. 

The Ministry of National Education shall prepare a proposal for permanent activities of the
Ministry which will strive to balance the educational chances and possibilities of children in the 
countryside and in cities, by November 30, 992. 

Transformation of state farms 

111.11 New privatization procedures for the PGRs 

Privatization of land belonging to the State Treasury will go in the direction of the
increase and creation of new family farms as the basis for new agriculture system in Poland. Their
development will be supported by policy of prices, taxes, credits, protection of internal market and social 
policy. 

The creation of large farms should be prevented. In the interim period the medium- and long-term
lease will be used for the ex-state farms and the land of the National Land Fund; and in necessary cases 
temporary administration of farms belonging to the State Treasury. 

Some farms involved in plant or animal breeding, or experimental/research/training farms will 
remain the property of the State. 

The Minister of Agriculture, working together with the President of the Agricultural Property
Agency, will modify the appropriate privatization procedures and present the draft of &inendmentfor the 
Act on the Management of Agricultural Real Estate by November 15, 1992. 
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M.12 Acceleration of the work of the State Agricultural Property Agency 

The President of the State Agricultural Property Agency will present a schedule for the 
accelerated work of the Agency, due to the decision of the Parliament dated June 6, 1992. The schedule 
will be presented to the Economic Committee of the Council of Ministers in October 1992. 

Participation of farmers in the privatization of the agricultural environment 

IlI.13 Privatization of the agricultural environment 

Privatization will be accompanied by economic and organizational restructuring of 
enterprises from the food and farm products processing industry. 

A system will be introduced for preferential participation of agrarian producers in the privatization 
of state enterprises with which they have permanent relations. Employees and agrarian producers will be 
given equal representation in the board of the enterprise, they will have equal rights when applying for 
its privatization. Farmers will have similar rights to those of the employees when leasing the enterprise's 
assets in part or in whole. 

Shares will be offered first to farmers. Privatization of food and agrarian product processing 
companies will be done in a manner which will protect from domination of capital which could limit the 
agrarian production or lead to technological backwardness of the company. 

The Minister of Agriculture, in conjunction with the Minister of Privatization, will present a list 
of enterprises for sectoral privatization according to the above rule before November 30, 1992. 

The Ministry of Agriculture and the Ministry of Privatization will present proposals regarding 
the program of privatization of the food processing industry. The proposals will be discussed by the 
Economic Committee of the Council of Ministers in October 1992. 

111.14 Re-creation of rural cooperatives 

The government will try to create the conditions for the re-creation and development of 
authentic farmers' cooperatives. Favorable 'conditions: legal, organizational and economic will be 
guarantied for the restructuring of existing cooperatives and the creation of new ones in the agriculture 
sector.
 

The Ministry of Finance, together with the Ministry of Agriculture, will prepare proposals for 
changes by December 15, 1992. 

The Council of Ministers will present its position regarding the draft of the new cooperative law, 
which is being prepared by a Parliament committee. 

, 
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Various issues 

111.15 Ecological farming 

The Ministry of Agriculture and the Ministry of Environment Conservation will prepare 
a preliminary concept for the development of ecological farming, by the end of December 1992; and a 
full version of the plan by June 30, 1993. 

111.16 Introduction of agricultural fuel 

One of the elements of support for agrarian production is the possibility of using cheaper
fuel by the farmers  in the first stage this will be done by the return of part of the turnover tax, and
in the second by the return of part of the excise tax. This will limit the costs of production, which are 
out of the farmers' control, ard can make some impact on the relative lowering of food costs. 

111.17 Agricultural chambers 

Recognizing the need to develop professional self-governing associations in the
countryside, the government will participate in the creation of the act on Agricultural Chambers, which
will regulate the participation of the whole rural communities in solving the problems of the country and 
agriculture. 

The Ministry of Agriculture will present proposals of the solutions by December 15, 1992. 

i11.18 Rationalization of the usage of marginal agrarian land 

A strategic choice of the task of agrarian production in the national economy will be
made. The marginal agrarian land, remaining in the possession of the State Treasury, will be designated
for forestation or construction, especially housing. 

The Minister of Agriculture and Food Economy, working together with the Minister of
Environment Conservation and the Minister of Construction will present the criteria for separating the 
marginal land by December 15, 1992. 
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ACT OF PARLIAMENT
 
DATED JUNE 1, 1990
 

ON THE CREATION OF THE AGENCY OF
 
AGRICULTURAL MARKETING
 

(Journal of Laws 39/90, item 538) 
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Act of Parliament 
dated June 1, 1990 

on the creation of the Agency of Agricultural Markets 

Art. 1.1. A state organizational entity is being created, under the name of Agency of Agricultural 

Markets, hereinafter called the Agency. 

1.2. The Agency is subordinate to the Prime Minister. 

Art. 2.1. The Agency is a legal person. 

2.2. The Agency is not responsible for the obligations of the State Treasury. 

2.3. The State Treasury is not responsible for the obligations of the Agency. 

Art. 3. The Agency is located in Warsaw. 

Art. 4.1. The Agency serves for the implementation of State intervention policy for agriculture,
whose goal is to stabilize the market of agrarian products and protection of revenues 
earned in agriculture. 

4.2. The Agency implements this task mainly by: 

1) intervention purchase of agrarian products and, in particularly justified cases, import
of products, agrarian semi-products and food articles; 

2) intervention sale of agrarian products and their processed products on domestic and 
foreign markets; 

3) establishing reserves of agrarian products and processed products. 

4.3. The scope of the Agency's activities includes also: 

I) analysis of the agrarian and food market, defining the tendencies of development of
agrarian production, its market conditions, as well as organizing a system of fast 
information in this area; 

2) in cases justified by the situation in agriculture and agrarian market, formulating
organizational and legal proposals for the government regarding the agrarian market,
intervention prices of agrarian products, regulations regarding foreign trade, as well 
as other intervention methods of shaping supply and demand. These proposals should 
pertain to those agrarian markets which are the subject of the Agency's activities; 

3) the possibility of issuing credit guaranties. 

Art. 5.1. The Agency shall take over from the Main Direction of State Reserves the state reserves 
of agriculture products, semi-products and food products, 
designated for this purpose under the budget law. 

as well as financial resources 



F-16 

5.2. The Minister of Domestic Market, acting in conjunction with the Minister of Finance and 
the Minister of Agriculture and Food Economy, shall define the detailed rules, scope and 
manners for the transfer of the state reserves and financial resources, described in 5. 1. 

5.3. The Agency shall take over, free of charge, grain storage warehouses, with total capacity 
1 million tones, which are managed by the grain and milling enterprises, PZZ (State 
Grain Enterprises). 

5.4. The Minister of Agriculture and Food Economy, in conjunction with the concerned 
founding bodies of the State Grain Enterprises (PZZ) shall define the rules and manners 
for the transfer of the grain warehouses, discussed in 5.3. 

Art. 6.1. The Agency is managed by the President, who is appointed and recalled by the Prime 

Ministers. 

6.2. The President of the Agency is its executive and managing body. 

6.3. The duties of the President of the Agency include, specifically: 

1) organizing the implementation of the Agency's tasks, which are described in article 
4; 

2) representing the Agency in all outside contacts; 

3) undertaking activities which are meant to guarantee the development and effective use 
of the Agency's activities; 

4) submitting for the approval of the Council of Ministers proposals prepared by the 
Board of the Agency, concerning the prices which will be used for the intervention 
trade. 

6.4. The President of the Agency submits quarterly reports on the activities of the Agency to 
the Prime Minister, the Minister of Agriculture and Food Economy, and to the 
Parliamentary Committee of Agriculture and Food Economy. 

Art. 7.1. The counsel and advisory body to the President of the Agency is the Board of the 

Agency, composed of the chairman and 20 members. 

7.2. The Chairman of the Board is elected and recalled by the Board of the Agency. 

7.3. The members of the Board who are representatives of the organizations of agrarian 
producers (8 persons), producers in the sector of agrarian and food processing, trade and 
consumers are appointed and cecalled by the Prime Minister, at the request of the 
appropriate bodies of the interested organizations. 

7.4. The members of the Board who are representatives of state administration, including two 
representatives of the Minister of Agriculture and Food Economy, and one representative 
each from the Ministry of Finance, of Domestic Market and of Foreign Cooperation, are 
appointed and recalled by the Prime Minister, at the request of the interested Ministers. 
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Art. 8. The detailed organization of the Agency is defined by its statute, approved by the Prime 
Minister after consultations with the Parliamentary Committee of Agriculture and Food 
Economy. The subject scope of the Agency's activities shall be defined by the Council 
of Ministers. 

Art. 9. The revenues of the Agency are: budget subsidies, income from economic activity, trade 
in securities and other revenues. 

Art. 10.1. The Agency manages its financed according to the provisions of the budget law pertaining 
to budget entities. 

10.2. The Council of Ministers, taking into consideration the special type of the Agency's 
activities, shall adapt the rules, described in 10.1., to the condition of the Agency's
work, and especially the rules of obtaining subsidies from the state budget. 

10.3. The Agercty retains all surplus of financial resources for purposes described in Art. 4. 1. 

Art. 11. The system of remuneration for the employees of the Agency is specified by the Council 
of Ministers by way of decree. 

Art. 12. The technical and organizational services to the President of the iigcrcy are provided by 
the Office of the Agency. 

Art. 13. This Act comes into force on the day of promulgation. 

IV 
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Act
 
Dated July 13, 1990
 

on the Privatization of State-Owned Enterprises
 

(Journal of Laws 51190, itcm 298) 
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Act 
Dated July 13, 1990
 

on the Privatization of State-Owned Enterprises
 
(Journal of Laws 51/90, Item 298) 

Chapter 1 	 General provisions 

Art. 1. 	 Privatization of a state-owned enterprise means giving third parties access to shares or 
participation in companies with the sole ownership of the State Treasury, which were 
created after transformation of the enterprise, giving third parties access to the assets of 
the enterprise or the sale of the enterprise. For these purposes, a state-owned enterprise 
may be transformed into a company or liquidated according to rules specified in this act. 

Art. 	 2.1. At the motion of the Council of Ministers the Sejm establishes annually the basic 
directions of privatization and defines the usage of resources earned in the course of these 
activities. The decisions are taken by the Sejm together with the voting on the budget act. 

2.2. 	 The Council of Ministers, by way of decree, defines the state enterprises which have 
particular importance for the economy of the state and whose privatization requires the 
approval of the Council of Ministers. 

Art. 3. 	 The provisions of the act on the statute, shares, share capital, board of directors and 
general assembly are used respectively in relation to the contract, shares, (..... ), board 
of directors and general assembly of partners of a limited liability company. 

Art. 4. 	 Any time this act speaks of: 

1) 

2) 	making shares available - this means especially sale of shares, sale of rights resulting
from shareholding, encumbrance of the shares or their lease, 

3) 	organized part of the assets of the state-owned enterprise - this means such group
of material and nonmaterial element, which can constitute a separate entity, and 
specifically a workshop, store,or service workshop. 

Chapter 2. 	 Transformation of a state enterprise into a company 

Art. 5.1. 	 The Minister of Privatization may transform a state-owned enterprise into a company: 

1. 	At a joint motion of the directnr and employees' board of the enterprise, submitted 
after consultations with the general assembly of employees and with the founding 
body, 

Provision deleted by Act dated June 14, 1991 on companies with foreign participation (Journal of Laws 
60/91, item 253). 
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2. At the motion of the founding body, submitted with the approval of the director and 
employees' board of the enterprise, after consultation with the general assembly of 
the employees. 

5.2 The motion, mentioned in par. 1, should contain: the financial and economic 
evaluation of the enterprise, draft of the founding document of the company under the 
Commercial Code, and the proposed scope of preferences for the employees of the 
enterprise who will be purchasing shares in the company from the State Treasury. 

5.3. The Minister of Privatization can refuse the transformation of the state enterprise into 
a company due to the financial and economic situation of the enterprise or important 
interest of the state. 

5.4. The refusal to transform the state enterprise into a company should be given within 
three months from the date of submission of the motion and should contain, aside 
from the justification, a list of conditions whose fulfillment would enable the 
transformation of the enterprise; or the date in which the issue of transformation 
could be considered again. It is possible to contest this refusal in the manner 
specified in article 61 of the act on state-owned enterprises, dated September 25, 
1981. 

Art. 6.1. The Prime Minister, at the motion of the Minister of Privatization, can decree the 
transformation of a state-owned enterprise into a company. 
of article 5 do not apply. 

In this case the provisions 

6.2. The Minister of Privatization submits the motion after consulting with the director and 
employees board of the enterprise and with its founding body. Lack of opinion 
within one month means that no protests were voiced regarding the project. 

6.3. All activities related to privatization are performed by the Minister of Privatization. 

Art. 7. The company created as a result of the transformation of a state-owned enterprise is 
governed by the provisions of the Commercial Code, unless the act specifies 
otherwise. 

Art. 8.1. The company created by way of transformation of a SOE remains the single-person 
company of the State Treasury until the time shares are made available to third 
parties. 

8.2. A company created as a result of transformation of SOE receives all the rights and 
obligations of the transformed SOE. 

8.3. The company receives, by force of the act, the rights and obligctioits
transformed enterprise which are the result of administrative decisions. 

of the 

Art. 9.1. Employees of the transformed enterprise become employees of the company, with the 
restriction of par. 2 below. 
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9.2. The employment contract of the employee expires on the day the enterprise is deleted 
from the register of SOEs. The expiry of contract has the same legal effect as
dissolving of the employment contract through recall. The employee is hired by the 
company under conditions negotiated by the parties. 

9.3. The director of the transf, rmed SOE receives no severance pay if the director is 
employed as member of maiigement of the company created after the transformation 
of the SOE. 

9.4. The company is responsible for obligations resulting from work contracth, which 
occurred before the transformation of the enterprise. 

Art. 10. The statute of the company created as a result of privatization of a SOE is defined by
the Minister of Privatization, on behalf of the State Treasury. 

Art. 11. The closing balance of the SOE becomes the opening balance of the company. The 
sum of the establishment fund and enterprise fund becomes the capital of the new 
company. The statute of the company defines the part of the capital which creates 
the share capital and reserve capital. 

Art. 12.1. The managemert of the company, immediately after the statute is decided, submits 
a motion for entering the company in the trade register. 

12.2. The transformed state enterprise is deleted from the register of SOEs at the time the 
new company is entered into the trade register. 

Art. 13. Companies created through transformation of state-owned enterprises, in which the
State Treasury has a majority of shares, are governed by the provisions of article 14 
to 16. 

Art. 14.1. Until the time shares in the company are made available to third parties, the 
company's activities are governed by general rules regarding the accounting of state
owned enterprises, taking into account the provisions of the Commercial Code. 

14.2. The Minister of Finan,.e, by way of decree, can establish special rules of accounting
for such companies, taking into account the provisions of the Commercial Code. 

Art. 15.1. The management of the company publishes a verified annual financial statement and
the calculation of gains and losses in a newspaper, within two weeks from the date 
of verification. 

15.2. The announcement should contain the name of the body or entity which performed 
the verification. 

Art. 16. A company created in accordance with the act can be a single-person founder of a 
joint stock company. 

Art. 17.1. In private companies, created by way of transformation of a state-owned enterprise, 
a supervisory board is established. The employees of the company elect one-third of 
the supervisory board. 
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17.2. 	 The provisions of the company's statute on the election of the supervisory board by 
the employees cannot be revoked or waived in a period when over one-half of the 
shares remain in the possession of the State Treasury, unless the majority of the 
members of the supervisory board who were selected by the employees approve such 
action. 

17.3. 	 For the r rotection of work rclations of the employees of the company elected for the 
supervisory board regulations regarding th2 protection of members of employees' 
councils in SOEs apply. 

17.4. 	 The election of members of tiie supervisory board by voting in separate groups (art. 
379, par. 3-5 of the Commexcial Code) can apply only to this part of the board which 
is not elected by the employees. 

Chapter 3 	 Making shares available to third parties 

Art. 18.1. 	 The sale and encumbrance of shares belonging to the State Treasury in companies 
created on the basis of transformation of a state-owned enterprise, and also taking
possession of shares of such companies if the State Treasury is the only shareholder, 
is done on the basis of the Commercial Code, unless the provisions of this chapter 
state otherwise. 

18.2. 	 The transfer of shares without payment requires the consent of the Council of 
Ministers. 

Art. 19.1. 	 The availability of shares belonging to the State Treasury is decided by the Minister 
of Privatization. Making all shares available to third parties should occur within two 
years from the date the company is entered into the trade register, unless the Council 
of Ministers sets a 	later date. 

19.2. 	 Te increase of the share capital, through issue of shares, in a single-person company 
of the State Treasury is decided by the Minister of Privatization. 

Art. 20. 	 Before shares are made available to third parties, the Minister of Privatization rules 
the performance of a financial and economic analysis of the company in order to 
establish its value and the necessity of introducing organizational, technical or 
economic changes. 

20.2. 	 The Minister of Privatization may waive the necessity of performing the economic 
analysis if the valuation of the enterprise was performed before its transformation, 
and the shares are made available directly after the transformation. 

20.3. 	 The Minister of Privatization orders the performing of analysis for the purpose of 
establishing the legal status of the assets of the enterprise and company, specifically 
focusing on any claims of third parties to these assets. 

20.4. 	 The Minister of Privatization, by way of decree, shall define the manner of 
performing the analyses, their financing and the qualifications required from persons 
who will be performing the analyses. 
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Art. 21. The Minister of Privatization can make the availability of shares dependent on the 
introduction in the enterprise and company the changes mentioned in art. 20.1. 

Art. 22.1. Before shares are made available to third parties, the Minister of Privatization, with 
the consent of Minister of Finance, may, on behalf of the State Treasury, 
free of charge part or all of the company's debts. 

take over 

22.2. The Minister of Privatization informs of his intent to take over the debts of the 
company, in a manner appropriate for the announcements of the company, calling all 
creditors to state their claims no later than two months since the date of the 
announcement. 

22.3. The creditors who within the time specifid above do not agree for the takeover of 
their debts, should be satisfied before the debts of the company are taken over. The 
takeover of the company's debts is announced by the Minister of Privatization in a 
manner appropriate for the announcements of the com-ny. 

Art. 23.1. With the reservation of provisions of art.24, shares belonging to the State Treasury 
are made available to third parties in the following manner: 

1) through bidding, 
2) on the basis of a public offer, 
3) as a result of negotiations which resulted from a public invitation. 

23.2. In special cases the Council of Ministers may, at the request of the Minister of 
Privatization, allow a different, other than described in 23. 1., mode for the disposing
of shares belonging to the State Treasury. 

23.3. Disposal of rights of shares belonging to the State Treasury in a manner different than 
described in 23.1. without the consent defined in 23.2. is invalid. 

23.4. The Minister of Privatization, in conjunction with the Minister of Finance, by way
of decree, defines the rules of financing of the disposal of State Treasury shares in 
companies created after the transformation of state enterprises. 

Art. 24.1. Employees of a state enterprise transformed into a company have right to preferential 
purchase of up to 20 percent of the overall amount of shares of this company
belonging to the State Treasury. The employees retain the right to purchase and take 
over further shares under general rules. 

24.2. Making shares available to the employees under preferential rules should occur no 
later than 2 months from making the first batch of shares available under general 
rules. 

24.3. The right of employees to purchase shares under preferential rules expires after one 
year since the date the shares were made available to employees. 

24.4. Shares disposed of on preferential basis are sold to the employees at a price lower by 
a half than the price set for individual persons, Polish citizens, offered on the first 
day of sale. This price cannot be changed in the period defined in par. 3. 
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24.5. 	 The joint value of discounts for employees of the SOE transformed into a company 
cannot exceed the product (ratio) of the average value of wages paid in the state 
economy sector for one employee within 12 months preceding the entry of the 
company into the trade register and the number of employees purchasing the shares. 

24.6. 	 The number of shares sold on preferential conditions to particular groups of 
employees, the conditions and dates for the payment shall be defined by the statute 
of the company, taking into consideration the motion discussed in article 5. 

24.7. 	 The preferential purchase of shares of the company may also be used by agrarian 
producers who have permanent relations with the enterprise through cooperation or 
contract. 

24.8. 	 The Council of Ministers shall define types of enterprises whose shares may be 
purchased under conditions of 24.7. 

Art. 25.1. 	 The Parliament, at the motion of the Council of Ministers, makes decisions on the 
issue and value of privatization bonds which can be used to pay for: 

1) purchase of rights on shares which were created through the privatization of state 
enterprises, 

2) 	 purchase of participation rights in financial institutions (societies of joint 
investments), which are in possession of shares created through the privatization 
of state enterprises, 

3) 	purchase of enterprises or organized portions of assets of state enterprises, 
discussed in art. 37. 

25.2. 	 The privatization bonds, issued on the basis of par. 1 are allocated free of charge in 
equal amounts to all citizens of the Republic of Poland, who are permanent Polish 
residents. 

25.3. 	 The Council of Ministers, by way of decree, defines the validity terms of bonds, their 
form, rules for their dissemination and usage, as well as rules for limiting or 
prohibiting the sale of bonds. 

Art. 26. 	 The Council of Ministers, by way of decree, may decide that some issues of the 
bonds, described in art. 25, will be made available on credit conditions. 

Art. 27. 	 Payment for shares purchased from the State Treasury may also be done, on the basis 
of separate regulations, in the form of securities. 

27.2. 	 The Council of Ministers, at the motion of Minister of Privatization, by way of 
d,-cree defines the reluisite form of payment for shares purchased from the State 
Treasury. 

27.3. 	 The Minister of Privatizatioii, with the approval of Minister of Finance, may allow 
Polish citizens who purchase shares, to pay for them in installments. 
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Art. 28.1. 	 The Minister of Privatization hands over shares to a bank or to another financial 
institution, under rules defined in contract, if rights to these shares were not taken 
over within three months from the date the shares were made available. 

28.2. 	 The bank or other financial institution executes, according to the contract, rights
resulting from the ownership of the shares it received. The revenues are handed over 
to the State Treasury. 

Art. 29. 	 Domestic legal persons cannot, without the -onsent of the Minister of Finance, 
purchase rights of shares belonging to State Treasury. 

Art. 	 30. The provisions of this chapter apply also to the transfer of rights on shares and taking 
over shares in a company, whose sole sharehol&r is a company owned solely by the 
State Treasury. 

Art.31 to 36 were revoked on the basis of the act on companies with foreign participation. 

Chapter 4 	 Privatization of a state-owned enterprise through liquidation. 

Art. 37.1. 	 The founding body, with the consent of the Minister of Privatization, may liquidate 
a state-owned enterprise in order to: 

1) 	sell the enterprise or organized portions of its assets, 

2) 	 bring the enterprise or organized portions of its assets as a contribution into a 
company, 

3) 	 lease, for a definite period of time, the whole enterprise or an organized portion 
of its assets. 

37.2. 	 The liquidation decision is taken by the founding body on its own initiative or at the 
motion of the employees' council of the erterpise. 

37.3. The director of the enterprise and the employees' council may protest the decision 
described in par. 2, in a manner defined in article 61 of the act mentioned in art. 5 
par. 4. 

Art. 38.1. 	 Liquidation in order to lease the assets of the enterprise, mentioned in art. 37.1 p. 3, 
may occur when: 

1) 	the proposal of liquidation and lease was decided by the employees' council after 
requesting the opinion of the general assembly of employees (delegates); 

2) 	 the assets are leased to a company; 

3) 	 the majority of employees of the liquidated company participate in the company; 
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4) 	 the partners are only individu.d persons, unless the Minister of Privatization 
decides otherwise; 

5) 	 the amount of share or enterprise capital will not be lower than 20 percent of the 
total value of the creation fund and the fund of the liquidated enterprise. 

38.2. 	 Liquidation in order to lease may occur without fulfilling the conditions listed in par.
1 point 3, if the company which fulfills the conditions is not created within two 
months from the date the employees' council approves the motion on liquidation or 
when the general assembly of employees approves it. 

Art. 39.1. 	 The lease is done on the basis of a contract signed on behalf of the State Treasury by 
the founding body. 

39.2. 	 In the contract, described in par. 1, the parties may decide that after the time for 
which the contract was signed, expires, the lessee has the right to purchase the assets 
he leases. At the time of establishing the price, the valie of lease payments must be 
taken into consideration. 

39.3. 	 The Minister of Finance shall define the rules for setting payment for the lease of 
assets belonging to State Treasury, discussed in par. 1and 2. 

Art. 40. 	 In the event of liquidation of a state-owned enterprise on the basis of the act on state
owned enterprises the founding body, on behalf of the State rreasury, may: 

1) 	bring the assets remaining after the liquidation of the SOE into a company as its 
contribution, in part or in whole; 

2) 	 sell the assets remaining after the liquidation of the SOE in part or in whole. 

Art. 41. 	 The assets of the liquidated state-owned enterprise or organized portions of the assets 
are sold or leased by the founding body, on the basis of provisions of articles 23, 26, 
and 39.3. 

Art. 42. 	 The single-person companies of the State Treasury, created on the basis of article 
37.1. p. 2 and article 40 p. 1, as well as the sale of shares in such companies, are 
governed by the appropriate provisions of chapters 2 and 3. 

Art. 43. 	 The sale of an organized portion of the assets of a SOE is governed by appropriate 
provisions on the sale of the enterprise. 

Chapter 5 	 Special and interim provisions 

Art. 44. 	 The notary office collects its standard fees for any notary activities related to the 
transformation of a state-owned enterprise into a company. The amount of the fee 
is defined by the Minister of Justice by way of decree. 

Art. 45.1. 	 The provisions of this act apply to the privatization of communal enterprises, with the 
restrictions contained in par. 2 and 3. 
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45.2. 	 The competencies of the Minister of Privatization and of the founding body in relation 
to a privatized communal enterprise are performed by the board of the gmina or 
association of gminas. 

45.3. 	 The gmina or associations of gminas can, on the basis of agreement with the Minister 
of Privatization, transfer the activities related to the privatization of a communal 
enterprise to this Minister. The agreement requires a decision of the gmina or 
association of gminas. 

Art. 46. Provisions revoked by force of act on companies with foreign participation. 

Art. 47. 	 The Council of Ministers, within two months from the date this act comes into force, 
shall present to the Sejm the motion discussed in art. 2. 1, for the year 1990. 

Art. 48. 	 The Decree of the President of the Republic of Poland dated June 27, 1934 the-
Commercial Code (Journal of Laws No. 57 item 502; 1946/57, item 321; 1950/34,
item 312; 1964/16, item 94; 1969/13, item 95; 1988/41, item 326; 1990/17, item 98)
is changed in the following manner: 

1) 	 in article 207, after the words "employees of the company" the following words 
are added, "holding the position of chief accountant, legal advisor, director of a 
unit or others who are directly subordinate to members of the board," 

2) 	 in article 378 after the words "employees of the company" the following words 
are added, "holding the position of chief accountant, legal advisor, director of a 
unit or others who are directly subordinate to members of the board." 

Art. 49.1. 	 The act dated September 25, 1981, on state enterprises (Journal of Laws 1987/35,
item 201; 1989/10, item 57 and No.20, item 107; 1990/17, item 99) the following 
changes are introduced: 

1) after article 25.2 article 25.3 is added, in the following wording: 

"Art. 2j.3. 	The liquidation of a state enterprise on the basis of the act on state
owned enterprises 	is performed in agreement with the Minister of Privatization," 

2) article 	29 is revoked, 

3) 	 in article 30: 

a) 	 in par. I the words, "and the mode of liquidation of a state enterprise for the 
purpose of establishing a company," are deleted, 

b) 	 in par. 2 following the words "after the liquidation of a state-owned 
enterprise" a comma is added and the words, "including also liquidation on 
the basis of the act on privatization of state-owned enterprises," 

4) 	 in article 46, after the words "founding body" the following words are added,
"according to the act dated July 13, 1990 on the privatization of state-owned 
enterprises (Journal of Laws 51, item 298)." 

K 
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49.2. The unfinished liquidation 1-iocedure of a state-owned enterprise, commenced on the 
basis of article 29 of the act dated September 25, 1981 on state-owned enterprises, 
are continued on the basis of this act. 

Art. 50. In the act dated December 28, 1989 on the special ways of dissolving employment 
contracts for reasons regarding the enterprise; and on the changes of some laws 
(Journal of Laws 1990/4, item 19 and Nr. 10 item 59) the following changes are 
introduced: 

1) in article 8 paragraph 3 receives the following wording: 

"3. Severance pay cannot be paid to an employee who: 

a) entitied to a single-time severance payment related to retirement or disabled 
pension, 

b) before the date of dissolving the employment contract accepted an offer of 
employment in a company taking over the enterprise or in an enterprise 
created as a result of such takeover, 

c) after the dissolving of the employment contract is starting economic acti-vity 
in his own name, or under a company or cooperative, taking over portions of 
rolling or fixed assets of the enterprise. This regards also an employee who 
at the time of dissolving the employment contract is a partner in the company 
or member of the cooperative which performs this takeover," 

2) article 14 is revoked. 

Art. 51. This act comes into force on the day of promulgation. 

1
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POLISH-AMERICAN ENTERPRISE FUND
 
INVESTING IN THE FUTURE
 

A Program for Entrepreneurial People 

The idea of the Polish-American Enterprise Fund was formulated by President George Bush 
during his visit in Poland in July 1989. 

The Enterprise Fund isa private institution, managed by an independent Board of Directors. The 
Statute of the Fund grants it the right to receive money from the U.S. Government and to freely dispose
of the money under the guidelines and recommendations defined by the U.S. Congress. We hope that 
the available financial resources will bring measurable investment results. 

The basic goal of the Polish-American Enterprise Fund is to support the development of small
and medium private enterprises. This goal is implemented by the Fund through loans and capital
investments, as well as financing training in the area of finances, marketing, organization, and 
management. 

When making investment decisions, the Fund takes into consideration the success chances for a
given project. The activity of the Fund is managed according to the legal regulations of Poland and the
United States, rights of men and employees, protection of natural environment and it also takes into 
account the influence on the employment and economic conditions in Poland. 

Credit Program: Up to 500 000 U.S. Dollars 

On the basis of agreement with the Polish-American Enterprise Fund, in the beginning of 1991
selected Polish banks have started the granting of foreign currency loans in U.S. dollars. The money for
the loans comes from the resources of the Fund and is designated for the support of tne private sector 
in Poland. 

After a year of fruitful cooperation, the Fund extended these activities by, among others,
increasing the maximum loan amount to USD 500,000. 

The Polish-American Enterprise Fund and its corporations, Enterprise Credit Corporation (ECC)
and Polish-American Enterprise Venture Capital Corporation (PAEVCC) are American organizations,
whose goal is to support the development of the Polish private sector and to implement in Poland such 
manners for business activity, which proved successful to American entrepreneurs. 

Because of the limited resources available for our program, of all the many enterprises applying
for a loan, only those that are able to demonstrate their future success and prove the repayment of the
requested loan amount will be taken into consideration at the review of loan applications. Among them,
only the best ones will receive the loan. The application review process is very selective. 
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Who Are the Loans Designated For? - Potential Borrowers 

The loans are available primarily to private businesses already in existence and, secondly, to 
individuals or private companies who intend to commence business activity. 

Applications for loans that will be used for location and speculative purposes will not be 
considered at all, nor will be applications for any activity related to the production of weapons or 
abortion. Similarly, applications from enterprises that are already indebted will not be considered; nor 
applications for debt refinancing, if this is the sole purpose of the loan. Enterprises that are commencing
their activity will undergo much stricter evaluation procedures. The experience of the applicant and the 
amount of his own resources that he wishes to invest in the project will be particularly important. 

Households and partnerships can apply only for one loan under our program. The PAEF loan 
must be repaid before any other loans for the contributions of family members or friends. 

The Fund shall carefully analyze all submitted applications. This analysis can also include a visit 
to the company of the applicant or verification of the proposed col~ateral for loan repayment. 

Machines and equipment purchased with the loan must be serviceable in Poland and, in the case 
of purchase of new equipment, they must have full warranty. 

Applications for the financing of transportation vehicles, machines, and/or equipment should 
contain copies o€ agreements or contracts that confirm the possibility and scale of their use. Profits 
obtained from the activity should be sufficient to cover the liabilities resulting from the incurred loan. 

If the borrower does not repay his loan (does not comply with the requirements of the loan 
contract), the PAEF will claim its rights and receivables through court proceedings. 

The process of evaluation of applications can appear complicated, but it is baed on the best 
American model, which allows for an accurate evaluation of the applicant's credit ability. This process 
can have educational values, even for those applicants who do not receive the loan, as it will allow them 
to rethink certain aspects of their current or planned business activity. 

The success of a business in market economy is determined by many factors: good ideas, hard 
work, high quality of goods and services provided, amount of capital, good reputation - these are just 
a few. Through the loan program, the PAEF makes American resources available to Polish companies
seeking capital. While i-paying the loan, the Polish companies and entrepreneurs gain valuable 
experience and prove their creditworthiness. Thanks to this., they also guarantee the continuation of the 
program, as the repaid money is made available to other enterprises, which helps develop the Polish 
private sector and market economy. 

Loan Conditions 

* LOAN AMOUNT 

The loans are granted up to the amount of US $500,000 for one business, and repaid together
with all liabilities that result from the loan contract, in the same currency. 

'I 
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* INTEREST RATE 

The interest rate on the loans is fixed for the whole loan period. The amount of the interest is
decided by the Loan Committee. There is also a one-time commitment fee, in the amount of 0.5 percent
of the loan amount. 

* REPAYMENT PERIOD 

It is assumed that the repayment period should not exceed three years, and the grace period, in 
which interest is repaid, should not be longer than one year. 

* FORM OF THE LOAN 

The money of the loan is used in a noncash manner, i.e., payment of bills and invoices. 

* COLLATERAL 

The following types of collateral are used: 

a) blank promissory note, 
b) contract on the transfer of ownership of designated objects, 
c) transfer of an insurance policy, 
d) bank guarantee, 
e) mortgage, 
f) personal guarantee. 

For a given loan, a different set of collateral may be used (one or a number of the above listed). 

Investment Projects 

Aside from the loan program, the Fund proposes also capital cooperation. This cooperation
includes medium-sized and large investment projects. Just as in the case of the loan program, these 
projects must demonstrate good profitability and development perspectives. 

Especially favorable treatment isgiven to those projects, which aside from their high profitability,
allow for modernization of production, lowering costs, quality improvement, and production of new 
goods, as well as providing not only faster development but also better use of local labor resources and 
raw materials. 

Joint investment projects mean that the partners are ready to participate in project costs and bear 
the risk jointly. 

Proposals for joint ventures should be presented in the form of a business plan. Aside from the
information on applicants, and especially their property and financial standing, education and professional
experience, such plan should contain a detailed project description, discussing the issues of marketing,
technology, organization, and finance. 
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The management should have extensive experience in the area of the project. The project should 
be in the preparatory stage, which will allow for appropriate evaluation of its basic elements - including 
costs of construction, modernization, equipment, raw materials, and their sources, the nece,sary labor 
force, channels and cost of distribution, and the amount of the necessary turnover capital. 

Marketing analysis should include the evaluation of market absorption rate for a given product 
or service, client description and their expected requirements, advantages of the product as compared to 
competition, and the analysis of existing and potential domestic and foreign competition. 

The proposals should present development perspectives for the project, and demonstrate real 
chances of return of the invested capital. Thus, the business plan, aside from presenting the financial 
situation of the company within the last three years, should also include financial proposals for assets and 
liabilities, costs and revenues and cash flow projections for the nearest future. The submitted proposals 
are analyzed, according to the standards used in market economy countries, verified from the standpoint 
of data credibility and the merits of the proposal. This process requires the cooperation of the person who 
submitted the project, and an in-depth analysis of the investment officers of the Fund. 

The investment officer gives his opinion on the submitted proposal. If his opinion after the 
analysis is positive, the proposal is presented to the Investment Committee of the Fund. After the 
proposal is approved, the Fund and the applicants enter into a notary contract of the joint venture, which 
details the conditions of the mutual cooperztion. 
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TECHNOSERVE
 
ENTERPRISE PROMOTION AND SUPPORT CENTER
 

TECHNOSERVE is an American organization targeted at assistance to people living in rural 
areas in different parts of the world, so that they can improve they social and economic conditions 
through the creation of their own enterprises. Within the 24 years of its existence, TECHNOSERVE 
has 	gained extensive experience in establishing new enterprises in many countries. 

In 1991, thanks to the funds of U.S. Agency for International Development and private
American foundations, TECHNOSERVE has established in Sandomierz the Enterprise Promotion and 
Support Center. The center cooperates with farmers from the Tarnobrzeg voivodship, in order to 
improve their economic situation in various areas, such as agrarian production, processing,
marketing, and distribution. The Center also provides advisory services in the areas of 
agrotechnologies, banking, and finance management. It organizes market studies and assists with the 
establishment of an enterprise. 

The Enterprise Promotion and Support Center will cooperate with persons interested in the 
establishment of new eaterprises or the improvement of existing ones, related to the agricultural 
sector. The Center assists with the creation of new work places and new sources of income in our 
region. 

The Center provides the following services: 

1. 	 Feasibility studies, demonstrating general ratios of cash flow, incomes and expenditures, 
and capital requirements. 

2. 	 Analysis of existing enterprises, demonstrating their strengths and weaknesses. 

3. 	 Technical consulting. 

4. 	 Consulting in the areas of planning and introduction of accounting and financial controi 
systems. 

5. 	 Consulting on sources of financing. 

6. 	 Consulting on agrarian production and breeding. 

7. 	 Consulting on administrative issues, accountancy, and so forth. 

8. 	 Consulting on marketing, distribution, and management. 

9. 	 Assistance with privatization processes. 

The Enterprise Promotion and Support 	Center employs specialists in the following areas: 

1. 	 Fruit and vegetable processing: Romuald Osypi'k,
 
Bernard Ziolo
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2. 	 Meat processing: Marta Tog,
 
Stefan Broda
 

3. Dairy production: 	 Fiotr !.orpysz 

4. Marketing: 	 Romuald Osypiuk 

5. Agrarian production: 	 Bernard Ziolo 

6. Accountaacy and finance: 	 Peace Corps Volunteer 

The Center cooperates with: 

* 	 Groups of farmers undertaking economic initiatives; 

* Groups of entrepreneurs operating in the field of agrarian production;
 

" Existing enterprises seeking consulting assistance;
 

* 	 Rural housewives and young people; 

" Persons who wish to learn any of the areas in which the Center provides services. 

The Center, depending on the iieds of the client, offers two types of services: 

* 	 Sshci-term, regarding projects and advisory services for a specified period of time; 

* 	 Long-term, based on the cooperation with existing enterprises that need consulting 
assistance and newly created, privately owned enterprises. 

In a case when the Center is not capable of providing the appropriate assistance, it gives the 
client information on which organizations or institutions should he apply to. 

If you wish to establish cooperation, call us or send a letter to our office in Sandomierz. 
Include the description of your project or the areas in which you would like to receive assistance. The 
more information you provide, the quicker we will be able to evaluate your request. Please it.clude 
your address and the name of contact person. 

The Center charges fees for its services, but they are lower than the costs of providing them, 
and are set on a case-by-case basis. 

The Enterprise Promotion and Support Center does not issue credits; it only helps in 
their acquisition. 

Enterprise Promotion and Support Center 
27-600 Sandomierz 
9, Zamkowa street 
tel. 	 23920 fax 23360 
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LAW 

of 19 October 1991 

ON ADMINSTRATION OF 
AGRICULTURAL REAL ESTATE
 
OF THE STATE TREASURY AND
 

CHANGE TO SOME LAWS
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LAW 
of 19 October 1991 

on Administration of Agricultural Heal Estate of the State 
Treasury and Change to Some Laws 

Chapter 1
 

General Rules
 

Article 1. The Law regulatAs rules of administration of of the 
State Treasury assets in relation to: 

1) agricultural real estate in the understanding of the Civil Code
 
and other immovables located in areas designated in the spatial
 
use plans for the purposes of the agricultural economy, further 
referred to as "r3al estate", excluling lands under the 
administration of the State Forests (Lasy PaAstwowe).
 

2) other immovables and components of assets of the State Treasury
 
remaning after the liquidation of stat farming entorprises
 
and assumed by the State Treasury under other titles.
 

Article 2.1. The rules of administration apply to the following 

real estate:
 

1) in administr..tion of State organizational entities,
 

2) in use or actual management by natural persons, legal persons 
or other organizational entities,
 

3) incorpor&ted in the State Land Fund (PaAstwowy Fundusz Ziemi),
 
as created on the basis of rules on conduct of the agricultural
 
reform.
 

2. The rules of administration include also the real estate
 
assumed for ownership by the State Treasury on the basis of 
administrative decisions or basis other titles.
 

Chapter 2
 

The Agricultural Property Agency of the State Treasury
 

Article 3.1. The Agricultural Property Agency of the State 
Treasury is created, further referred to as the "Agency". The 
Agency is a State legal entity.
 

Published in: Dziennik Ustaw 1991. Nr 107. Poz. 464 (i.e.
 
Legal Journal No. 107, Item 464: pages 1436-1441).
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2. Supervision of the Agency is performed by the Minister of 
Agriculture and Food Economy.
 

Article 4. The seat of the Agency is the capital city ofWarszawa. 

Article 5. Tha State Treasury entrusts the Agency with the 
implementation of the ownership rights and other material rightN
 
on its behalf in relation to assets defined in Articles 1 and 2 
following rules defined in the Law and in relation to real ectate 
designated in the local spatial management plans for purposes not
 
related to operating agricultural farms, nevertheless assumed by 
the Agency on the basis of Article 1. part 2 - on principles 
defined in rules on land management and expropriation of real 
estate. 

Article 6. The Agency implements tasks. arising from State 
policy, in particular in the field of: 

1) 	 creation of conditions supporting rational use of the 
production potential of the Resource of the State Treasury, 

2)	restructuring and privatization of assets of the State Treasury

used for agricultural purposes,
 

3) 	 trade in real estate and other components of resources of the 
State Treasury used for agricultural purposes. 

4) administration of assets resources of the State Treasury
designated for agricultural purposes. 

5) 	 creation og agricultural farms. 

6) securing assets of the State Treasury.
 

7) 	 conduct of agricultural development *projects on lands of the 
State Treasury and support for the organization of private 
farms on State Treasury lands,
 

8) 	 creation of jobs in relation to restructuring of the State 
farms sector.
 

Article 7.1. The Agency acts on the basis of this Law and the 
Statute granted to it by decision of the President of the Council 
of 	Ministers.
 

2. The Statute of the Agency determines in particular: the 
organization of the Office of the President of the Agency, the 
creation of regional (field) branches, the principles of granting
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plenipotentiary povers. the system of internal control and the 
rules of the Agency's financial system. 

Article 8. An orgaii of the Agency is the President of the 
Agency.
 

Article 9.1. The President of the Agency is apppointed and 
recalled by the President of the Council of Ministers on the basis 
of a proposal by the Minister of Agriculture and Food Economy in 
agreement with the Minister of Ownership Transformations. 

2. The Agency is directed by the President who represents the 
Agency in public.
 

3. The President of the Agency presents an annual report to the 
Polish .Parliament - the Seim. and a quarterly repcirt of thn 
Agency's activities to the Minister of 'Agriculture and Food 
Economy. 

Article 10.1. An opinion giving and advisory orgt.n to the
 
President of the Agency is the Agency Council. composed of 9 
members.
 

2. The members of the Agency Council ure nominated for a period
of 4 years by the Minister of Agriculture and Food Economy in
 
agreement with the Minister of Ownership Transformations. the
 
Minister of Finances and the Minister of Labor and Social Policy,

after positive opinion by the proper Seim Commissions.
 

3. The Chairman of the Council is elected and recalled by the
 
Council from among its members.
 

Article 11. The Minister of Agriculture and. Food Economy in
 
agreement with 
 the Minister of Finances will secure financial 
means to start the activities of the Agency.
 

Chapter 3 

The Resource of Agricultural Property of the State Treasury 

Article 12.1. The assets of the State treaamry, wilich are 
referred to in Articles 1 and assumed basis this2. Law. 
constitute the Resource of Agricultural Property of the State 
Treasury, further referred to as the "Resource". 

2. The Resource includes also the real estate purchased by the 
Agency on the basis of civil law contracts.
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3. The Agency manages and dispo.ses.the Resource following rules 
determined in the Law. 

Article 13.1. The assumption by the Agency of the rights and 
obligations arising from the execution of the right of ownership 
in relation to assets which are referred to in Articles I and 2,
 
will take place immediately c.fter the creation of the Agency, no 
later however after than two years elapse. 

*2. The Agency assumes for management the components of assets 
of the State Treasury, basis rules defined in this Law, assuming 
the rights and obligations linked to them in relation to the State
 
Treasury and third parties, with the reservation in part 3. 

3. As of the moment the assets, re.erred to in Article 12, Part
 
1. are assumed by the Agency the obl'gation to pay the dividend 
ceases 1/. 

Article 14.1. In relation to state farming enterprises the
 
deletion of the enterprise from the register of state- enterprises
 
takes place on the day its founding organ takes the decision to 
liquidate the enterprise.
 

2. As of the moment of deletion from the register, the
 
administration established on the State agricultural real estate 
and other immovables and assets components, as defined in Article 
1. Part 2. is terminated. 

3. The founding organ transfers to the Agv ncy the assets and 
liabilities and obligdtions of the liquidated enterprise. The 
Agency appoints a provisional administrator of the enterprise 
assets.
 

4. The transfer which is referred to in Part 3, takes place in 
the way defined in Article 19. 

5. The assets of the State Treasury assumed in the course as 
defined in Part 3. are administered by the Agency basis principles 
defined in Chapter 5. 

6. The liquidation defined in parts 1-4 is not subject to 
Article 63 of the Law of 25 September 1981 on State Enterprises' 
(Dziennik Ustaw z 1991 r. Nr 18, poz. 80: Nr 75, poz. 329 and Nr 
101, poz. 444 - The Legal Journal of 1991, No. 18, Item 80. No. 
75, Item 329 and No. 101, Item 444). 

1/ The dividend is an obligatory tax on fixed assets levied on 
state enterprises (translator's explanation).
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Article 15.1. The decision to liquidate a state enterprise for
 
the purpose of transferring to the Agency of the enterprise's

assets is made by the founding organ:
 

1) of its own initiative.
 

2) basis a joint proposal by the director of the enterprise and
 
the workers council,
 

3) basis a proposal by the Agency.
 

2. Liquidation basij the proposal by the Agency is obligatory.
 

3. The decision referred to in Part 1. Sections I and 2. is
 
made with the acceptation of the Agency
 

4. The decision referred to in Part 1, Sections 1 and 2. is
 
made after expression of opinion by the workers council.
 

Article 16.1. The State Treasury real estate used by

cooperatives, natural persons as 
well as non-State organizational

units, remains in their management on hitherto conditions until
 
the making of new agreements with the Agency, as referred to in
 
Chapters 6 and 8.
 

2. If the change of conditions of the hitherto use of real
 
estate does not take place in the period specified in Article 13.

Part 1. the hitherto use established on the basis "f a contract or
 
administrative decision expires.
 

3. The statement of expiration of the hithdrto decisions and
 
the transfer of' the assets to the Resource takes place through 
the

decision of the regional organ of general state administration,
 
proper from the point of view of the location of the real estate.
 

4. The hitherto user is entitled to compensation for the
 
components of the real estate and the unconsumed benefits, which
 
will be assumed together with the real estate; this compensation 
will be determined on the basis of Article 30, Part 2. 

Article 17.1. The transfer to the Agency of real estate of the

State Land Fund (the Pahstwowy Fundusz Ziemi land bank) takes
 
place through the decision of the wojewoda (regional governor).
 

2. The transfer, referred to in Part 1. may tapse place

successively, in the period defined in Article 13. 
Part 1.
 

Article 18. As concerns the real estate assumed for the 
State
 
rreasury on the basis of specific regulations, their transfer to
 
the Agency takes place in a period no longer than 30 days from the
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day of validation of the ruling or the .decision of assumption by 
the. State. 

Article 19.1. The actual transfer of real estate, which is 
referred to in Article 14. Part 16, Article 16 Part 3 and Article 
17 and Article 18. takes place in the form of a hand over-receival 
protocol, prepared by the subject transferring the assets and by 
the Agency.
 

2. Tha hand over-receival protocol includes a census in kind of 
the assumed real estate, together with its components and 
attachments, if these are assumed. 

3. The census in kind is performed according to rules of 
accounting conduct.
 

4. As of the day of signing of the hand over-receival protocol,

the benefits and liabilities linked to the assets transferred, 
occuring on the day of the signing of the protocol are transferred
 
to the Agency. 

Chapter 4
 

The Financial Economy of the Agency
 

Article 20.1. The Agency conducts its own autonomous financial
 

economy.
 

2. The revenues of the Agency are:
 

1) revenues due as result of sales of State Treasury real estate,
 

2) payments due to administration title, tenancy rent and lease
 
title,
 

3) profits muade as result of administration of State Treasury 
assets, 

4) other revenues.
 

3. The financial means of the Aqency are earmarked for the 
realization of tasks defined in Article 6 and Article 13, part 2 
and for the functioning of the Agency. 

Article 21. The annual financial plan of the Agency and the 
directions of disposal of the financial means arv determined by 
the President of the Agency in agreement with the Minister of
 
Agriculture and Food Economy and the Minister of Finances. 
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Article 22.1. To fuLly cover its expenditures, the Agency may
,:.takeshort term credits..- !.... .... 

2. Taking long term credits requires" agreement theof Minister 
.of Finances. ... 

p : 3. The Agency may withnagreement of the inister of Finances 
Issue bonds.
 

Article 23. The Agency may of-er credit guarantees. defined in 
the financial plan. 

Chapter 5 J
 

The Management of the Agricultural Property Resource of the State
 

Treasury
 

Article 24.1. The Agency ddministers the Resource through:
 

1) sale of Iassets in whole or in part basis rules defined in
 
Chapter 6,
 

2) leasing for a specified period of time against payment to legal
 
and to natural percons basis rules defined in C~h.pter 8,
 

3) contributing assets in whole or part to a shareholding company,
 

4) giving for a specified period whole or patt of assets to an,

administrator for management, on the basis of rules defined in
 
Article 25,
 

5) turning over foradministration.
 

2. The assets which have not been adminiatered in ways defined
 
in Part 1. are to be secured by the Agency or-.designated for other
 purposes in ways specified in the Statute of the Agency.
 

3. Agricultural land Included into the Resource of the Agency 
may be idled in economically justitied cases.
 

4. Upon proposal by .the Agency, the regional Government
 
administration organ, proper:in view of the 
location of the real
dstate in question. may. basis its decision, transfer free of

charge to the State Forests real estate included in the Resource,

for the purpose of afforestation. Article 19 applies accordingly. 

5. The Agency may in the way.of an agreement, free of charges,

transfer to the commune (gmina) real estate included in the Agency

Resource, for the purpose of infrastructural investment.
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Article 25.1. In case when there is no possibility or it is not 

purposeful to manage in the way defined. in Article 24. Part 1. 

Parts 1-3 and Part 4 and 5 of the organized part of the real 
estate of the State Treasury, the Agency establishes an
 
administrator managing the real estate on its behalf. 

2. The establishment of the administrator takes place through a
 
contract between the administrator and the Agency.
 

3. In the sphere not regulated by this Law, as concerns thei 
contract referred to in Part 2. the regulations of Article 49a of 
the Law of 25 September 1991 on State Enterprises (Dziennik Ustaw 
z 1991 r.. Nr 18, poz. 80 i Nr 75. -poz. 329 i Nr 101. poz. 444 -

Legal Journal 1991, No. 18, Item 80, No. 75. Item 329 and No. 101, 
Item 444) are in force.
 

Article 26.1. The Minister of Ownership Transformations may, in 
the time frame defined in Article 13. Part 1, transform the' state 
farming enterprise into a single person shareholding company of 
the State Treasury, this basis proposal of the Agency or proposal 
of the state farm director and the workers council, after
 
requesting an opinion from the Minister of Agriculture and Food 
Economy.
 

2. The rights of the State Treasury in relation to the
 
shareholding companies. which are referred to in Part 2. are
 
represented by the Agency.
 

3. The shareholding companies which are referred to in Part 1
 
are subject to regulations of the Law of 13 July 1990 on
 
Privatization. of State Enterprises (Dziennika Ustaw Nr 51, poz.
 
298 i Dziennik Ustaw z 1991 r., Nr 60, poz. 253 - Legal Journal 
1990, No. 51. Item 298 and Legal Journal 1991. No. 60. Tt'm 253), 
with the reservation however that the making available to third 
persons of the shares of the shareholding companies or the sale of 
shares of these shareholding companies is not permitted. 

Chapter 6
 

Sales and Purchase of the Real Estate
 

Article 27. The sales and purchase of real estate, with the 
reservation made in Article 33. are conducted by the Agency or a 
subject authorized by it in the way of a contract, such as the 
commune. 

Article 28.1. For the real estate which is the subject of sale 
the Agency prepares a listing, advertised in a manner accepted by 
custom in the particular locality for a period of 14 days prior to
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the day'of the comencement of the sale; in relation to" real
 
estate the mitimated value of which exceeds the equivalent of 5
 
thousand quintals (i.e. 5O0 tons), as determined in accordance
 
with regulations on farmland tax, the listing in question should
 
be 	also advertised In the national press.
 

2. The listing, which is referred in Part 1.,includes:
 
1) the location and, area of the real estate, basis real estate
 

records,
 
2) the type and quality class of land,
 
3) reference in the land and real estate register for the
 

particular piece of real estate,
 
4) 	a description of the buildings and other assets components
 

earmarked for sale.
 

Article 29.1. The sale of real estate takes place taking into
 
account the right of pre-emption, following the regulations of the
 
Civil Code.
 

2. The real estate which has not been sold on the basis of
 
rules in Part 1 or which is not subject to the right of
 
pre-emption, is subject to sale in the way of an open tender.
 

3. In cases justified from the economic point of view, the
 
buyer may be selected basis a competition of offers, with the
 
reservation of free choice of the offerer (competition of offers).
 

4. The Agency has the right of pre-emption when the real estate
 
is resold by the.buyer during five years from the moment the real
 
estate has been purchased from the Agency.
 

Article 30.1. Thc orice of hectare of land earmarked for sale 
bagis regulations in Art2cle 29, Parts 1 and 2 Is established by: 
1) taking into account market prices or 
2) by multiplying the estimate rate per hectare by the price of 

one quintal (i.e. 100 kilograms) of rye determined in
 
accordance with the regulations on the farmland tax, in force
 
on the day of the making the sales agreement.
 

2. The value of other assets earmarked for sale is determined
 
in relation to:
 
1) woods, perennial cultures and crops and plantings - in
 

accordance with regulations used in expropriating real estate,
 
2) buildings. machines and equipment - according to their 

reproduction value, decreased by the degree of use, and in the 
case of liquidation - according to the value of post-scraping 
materials. 

3) 	stocks and livestock - according to market prices. 

Article 31. The Agency may split the payment of liabilities
 



F-52
 

Law of 19.10.1991 on Agricultural Property Agency page 10
 

into installments: the interest rate will be determined by the
 

President of the. Agency in agreement with the Minister- of
 

Finances.
 

Article 32. The Minister of Agriculture and Food Economy in 

agreement with the Minister of Finances, in the way of a decree, 

will determine the specific mode of sale of real estate and its 

components... the - conditions of splitting the price into 
in Article 30,installments and the estimate rate, referred to 

Part 1, Section 2.
 

Article 33.1..,State organizational entities which do not have
 

legal status may purchase real estate for ownership by the State 
Treasury, if this is required for the implementation of their 
statutory goals.
 

2. 2. The real estate purchased in the way of agreement by 
state organizational entiti3s which do not have legal status 
remains in their administration for an undefined period of time.
 

3. The state organizational entities, which are referred to in
 

Part 1. inform the Agency one month in advance of the procurement
 
of real estate for ownership of the State Treasury.
 

Chapter 7
 

Administration
 

Article 34. Assets of the State Treasury included into the
 
Resource of Agency may be transferred for administration by state 
organizational entities which do not have legal status and by the
 
units of the State Foret',u.
 

Article 35.1. The transfer for administration, which is
 
referred to in Article 34. takes place through the decision of the
 
Agency.
 

2. The transfer for administration takes place for a defined or
 
undefined period of time.
 

3. The entities which are referred to in Article 34, bear due 
to the title of executing the administration annual fees equal to
 

the price of one quintal (100 kilograms) of rye per conversion 
hectare, according to regulations on farml&nd tax.
 

Article 36. The termination of administration takes place
 
through a decision of the Agency:
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1) with the elapse of time for which the administration was 

establishad.
 
2) in case when the real estate in question or a part of it is 
no
 

longer of use to the administrator.
 
3) in case when the administration is performed not in accordance 

with principles of proper management. 

4) in case when the decisions of the local spatial management plan 

make it impassible to continue the present mode of use of the 
real estate.
 

Article 37. The Minister of Agriculture and Food Economy will 

define, through an administrative decision, the specific way of
 

transfer of the assets, which are referred to in Article 34.
 

Chapter 8
 

Lease and Rent
 

Article 38.1. The assets included in the Resource may be leased 
or to legal persons, following the
or rented to natural persons 


rules of the Civil Code.
 

2. Article 28 applies respectively to real estate which is 

subject to rent or lease.
 

3. The making of lease contracts for agricultural real estate 

included in the Agency Resource with foreign subjects is not
 

allowed in a period of three years starting from the date of entry 

into force of the Law, with the reservation included in Part 4.
 

estate
4. In e,%:eptional, especiallly justified cases real 


included in the Agancy Resource may be leased to a foreign subject
 

basis agreement of the Minister of Agriculture and Food Economy.
 

Article 39.1. Conditions of lease are determined on the basis
 

of tender of offers, presented by the subjects defined in Article 
38. Part 1.
 

2. In case a number of equivalent offers is presented, priority
 

is given to a company formed by the workers of the liquidated 

enterprise, the assets of which are the object of the lease.
 

Article 40.1. No rent is collected on quality Class VI
 

farmland
 

2. The Agency may exempt the leasee from rent payments on 

conditions defined in the contract:
 
1) in the period of the first three years of the lease of land 
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~ -which has; been idled for at least one. year, prior to the lease 
contract. 

Fq: 2) in other cases..,,justified by the financial,status of the 
leases, for a period no longer than 5 .years. .,provided in this 

,,,period the leasee..fullfils the conditions ,apecified in the 
. lease contract.
 

* Article 41. Buildings and housing which constitute the Resource 
of -Agricultural Property of the State Treasury in the 
understanding of Chapter 3 are not subject to the regulations of 
the Law of 10 April 1972 - Prawo Lokalowe -(Housing Law) (Dziennik 
Ustaw z 1987 r. Nr 30, poz. 165. z 1989 r. Nr 10. poz. 57,. Nr 20, 
poz. 108, Nr 34. poz. .178 Nr 35. poz. 192 1 Dziennik Ustaw z 1990 
r.. Nr 4, poz. 32. poz. 190 i Nr 34. poz. 198). 

Chapter 9
 

Administration of Housing and Social Services 

Article 42. From the Agency Resource housing assets may be set 
apart for the purpose of:
1) sale of apartments, together with auxiliary buildings, garage*i 

- and attached land, 
2) free of charge transfer for the commune (gmina) ownership 

through an agreement of housing, auxiliary buildings, garages 
.and housing infrastructure to communal resources, together with
 
.the attached land.
 

Article 43.1. Priority in purchase of the presently occupied 
housing included in the Agency Resource is given to workers. 
retired and perioned workers of the stato farms which are the 
tenants of the housing. 

2. The sale of apartments, land attached to them and auxiliary 
buildings, together with home gardens to persons specified in Part 
1 takes place at market prices, decreased by 3 percent for each 
year of work in the state farms but no more than 90 percent, this 
valid in relation to: 
1) employees of stats farms no less than three years prior to the 

date of the sales contract, 
2) retired and pensioned persons which are tenants in the 

apartments. 

3. Priority in purchase and the conditions of sale of housing.
 
defined in Part 1 and 2. concern also workers laid off due to
 
economic circumstances, resulting from the restructuring of the
 
state agricultural farms, which are tenants in the apartments.
 

4. The Council of Ministers in the way of an administrative 
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decision, will determine the rules and mode of operation as
 
concerns the priority of purchase :-.. . ... : 

Article 44. In case of creation of a housing cooperative by the 
:purchasers of apartments, which are referred-to in.Article 43. the 
Agency will transfer in the way of -an.agieemento. freo of charges. 
to-:.the cooperative -ownership the facilities* included in the 
infrastructure attached to the housing. 

-Article 45. The Agency may schedule the payments which are 
referred to in Article 43, Part 2 into installments; the interest 
rate charged will be determined by the President of the Agency in 
agreement with the Minister of Finances.
 

Article 46. Persors occupying homes and housing included in the 
liquidated state farms keep, for an undefined period of time, the
 
right to continue to live there; this does not concern the objects 
entered into the register of historical monuments.
 

Article 47.1. Persons which are referred to in Article 46 pay

the lease rent in the amount covering the costs of exploatation of
 
the housing and homes.
 

2.' Retired and pensioned persons which keep their own
 
households, who have in the past acquired the right to free
 
housing due to their past employment in state farms, are exempted
 
from payment of rent rolated to the costs of buildings and housing

exploitation, with the exception of payments related to electric
 
energy, gas, hot water and using water and sewage systems.
 

Article 48.1. The Agency may set apart assets serving social. 
cultural and sport activities. together with the attached land and
 
transfer thees, free of charges., in the way of an agreement, to 
gmina (coeaune) ownership in the area of which these activites are 
conducted.
 

2. Together with the assumption of oc+2vities which are
 
mentioned in Part 1. the communes (gminy) enter into the so far in

force obligations, resulting from the work relationship with the 
emploed workers. 
..,7"
 

3. The transfer of assets defined in Part, 1 in the period which 
is referred in Article 13, Part 1. until the time of assumption by
the Agency, takes place upon proposal by the gmina (coaimune) on 
the basis of decision of the founding organ. Article 19 applies 
accordingly.
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Article 49. No payments in favor of the State Treasury are 
levied on contracts made basis Articles 42, 44 nd 48. 

Article 50 The exclusion from agricultural production of 
farmland attached to housing and social resources specified in 
Articles 42. 44 and 48. Part i takes place on the basis of the Law 
of 26 March 1982 on protection of Farmland and Forest Lands (Dz.. 
U. Nr 11, poz. 79, z 1984 r. Nr 35. poz. 185. z 1988 r., Ur 24.
 
poz. 169, Nr 34, poz. 198 oraz z 1991 r. Hr 101, poz. 444 i Nr
 
103, poz. 446) and is exempt from payments and liabilities whicia 
are referred to in these regulations.
 

Chapter 10
 

Final end Provisional Regulations
 

Article 51. Real estate which on the date of entry into force 
of the Law w's:
 
1) administer I by state organizational entities - continues to
 

remain in chair administration, with the reservation as in
 
Article 13, Part 2.
 

2) in use by cooperatives and other legal entities - continues to
 
remain in their use. with the reservation as in Article 13,

Part 1.
 

Article 52.1. As of the day of entry into life of this Law, 
the rights resulting from Article 42. Pdrt I are vested in the 
state agricultural farms until the transfer of the assets of the 
State Treasury on the basis of Article 12, Part 1.
 

2. For proceedings in matters which are referred to in Part 1.
 
the regulations respectively in Articles 43-47 are in force, 
noting that the mans obtained as result of sale of housing

together with auxiliary buildings, garages and attached land, are 
transferred in favor of the Agency. 

Article 53. Liquidation proceedings started before the entry 
into life of this Law on the basis of separate rules are continued
 
on their basis, unlesa the founding organ transfers to the Agency,

with the letter's acceptation. the assets of the liquidated

enterprise. Axticle 14, Parts 1-4 apply respectively.
 

Article 54. In matters not regulated by this Law, the rules of. 
the Civil Code apply, unless detailed regulations state otherwise. 

Article 55.1. Liabilities due for real estate of the State Land
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Fund (Pantwowy Fundusz Ziemi). sold prior to entry into life of
 
this Law, after deduction of commission due to the bank amounting
 
to 5 percent, continue to be collected. by the cooperative bank.
 
These liabilities are transferred to the account of the Agency.
 

2. Liabilities for real estate sold after the day of entry into
 
life of this Law are collected by the Agency.
 

Article 56.1. The sale of real estate to a candidate determined
 
as the buyer according to reguiations in force until the present
 
takes place on conditions of thi5 Law.
 

2. Real estate as to which proceedings are under way in
 
relation to charges that it has been assumed by the State Treasury 
in contradiction to law. cannot be sold prior to conclusion of the 
proceedings.
 

Article 57. In matters commenced, concerning the determination 
of the candidate for buyer of real estate of the PFZ State Land
 
Fund and the transfer' of real estate into administration or use,

which have not been concluded prior to day of entry into force of
 
this Law. the regulations of this Law apply. The administrative
 
proceedings in this meAtters are discontinued.
 

Article 58. In the Law of 12 March 1958 on sale of real estate
 
of the State Land Fund (Panntwowy Fundusz Ziemi) and, the setting
 
into order of certain matters related to the conduct of the
 
agricultural reform and agricultural settlement (Dziennik Ustaw z
 
1989 r. Nr 58, poz. 348 i z 1990 r. Nr 34, poz. 198) the following
 
changes are introduced:
 

1) the name of the law is changed to: 'on setting into order of
 
some matters related to the conduct of the agricultural

reform and agricultural settlement",
 

2) Chapters 1 and 2 are deleted.
 

Article 59. In the Law of 23 April 1964 - the Civil Code
 
(Dziennik Ustaw'nr 16, poz. 93. z 1971 r. Nr 27, poz. 252, z 1976
 
r. Nr 19, poz. 122. z 1982 r.. Nr 111. poz. 81, Nr 19, poz. 147.
 
Mr 30, poz. 210, z 1984 r. Nr 45. poz. 242, z 1985 r., Mr 22, poz.

99, z 1989 r. Hr 3. poz. 11 oraz z 1990 r. Nr 34, poz. 198, Hr 55,
 
poz. 321 i Nr 79, poz. 464) Article 276 is deleted.
 

Article 60. In the Law of 17 May 1990 on the division of tasks
 
and competence determined in specific laws between the organs of
 
the commune (gmina) and the organs of State administration and the
 
change of some laws (Dziennik Ustaw. Nr 34. poz. 198, Nr 43. poz.
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253 1 Nr 87, poz. 506 oraz z 1991 r. Nr 95, pOz. 425) in Article 
3. Part 2 is deleted.
 

Article 61. In the Law of 20 December 1990 on social security
 
for farmers (Dziennik Ustaw z 1991 r. Nr 7, poz. 24, Nr 45, poz.
 
199, Nr 103, poz. 448 i Nr 104, poz. 450) the following changes
 
are introduced:
 

in Article 58:
 
1) Part 2 is changed to:
 

"2. The taking over of real estate and the determination of
 
rate of payment takes place through a decision of the r-gional
 
organ of State administration.".
 

2) a new Part 3 is added, as follows:
 
"3. The assumed real estate is transferred in favor of the
 
Agricultural Property Agency of the State Treasury.".
 

3) the hitherto Parts 3 and 4 are designated respectively 4 and 5.
 

Article 62. In the Law of 25 September 1981 on State
 
Enterprises (Dziennik Ustaw z 1991 r. Nr 18, poz. 80, Hr 75, or.
 
329 1 Nr 101, poz. 444) in Article 49 the following changes are
 
introduced:
 

1) in Part 1 the period is deleted after the first sentence and
 
the words are added "or the Agency of Agricultural Property of
 
State Treasury, after the second sentence the period is deleted
 
and the words added. "unless detailed regulations state
 
otherwise".
 

2) Parts 2 and 3 are deleted. 

Article 63.1. In the Law of 26 March 1982 on the change in the 
Law - the Civil Code and the revoking of the Law on regulation of 
ownership of agricultural farmer (Dziennik Ustaw Ur 11. poz. 81) in 
Article 8 Paragraph 4 is deleted. 

2. The final decisions issued on that basis of regulations of
 
the Law of 25 October 1971 on regulation of ownership of
 
agricultural farms (Dziennik Ubtaw Nr 27, poz. 250 i z 1975 r. Nr
 
16, poz. 91) the regulations %;f the Code of Administration
 
Proceedings concerning the reopening of procoedings,- statement of
 
invalidity and annulment or change of decision.
 

3. Administrative proceedings taking place in matters which are
 
referred to in Part 2 are subject to discontinuation.
 

Article 64. In the Law of 25 July 1985 on research and
 
development entities (Dzionnik Ustaw z 1991 r. Hr 44. poz. 194) in
 
Article 64 in Part 1. Item 1 before the word "land" the word
 
"nonagricultural" is added.
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Article 65. In the Law of 5 January 1991 - the Budget Law 
(Dziennik Ustaw Nr 4. poz. 18. Hr 34, poz. 150 1 Nr 94, poz. 421) 
in Article 3 in Part 1 in Item 9 after the word "State" the words 
"unles specific regulations state other-wise" are added. 

Article 66. In the Law of 29 April 1985 on administration of 
land and expropriation of real estate (Dziennik Ustaw z 1991 r. Nr
 
30. poz. 127 1 Mr 103, poz. 446) the following changes are 
introduced:
 

1) in Article 2 in Part 1 the period is replaced by a coma and 
the words are added "unles detailed regulations rule 
otherwise", 

2) in Article 61 in Part 1 after the word "allocate" the words are 
added "from the Resource of the Agricultural Property of the 
State Treasury". 

Article 67. This Law enters into force as of 1 January 1992, 
with the exception of Article 64 which enters into force on the
 
day of publication.
 

The President of the Republic of Poland: L. Waleea
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of 25 September 1981
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(Excerpts) 
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ACT 

of 25 September 1981 
ON STATE ENTERPRISES' 

(Dziennik Ustaw 
nik Usta %1991. 

198 1. No. 24, item 122 with later amendments: Dzien
\, !. item 80 and D~iennik Ustaw 1991, No. 75. 

item 329, 

(ExcerPtk 

Article 1 
C hapter 1. General Provisions 

A State enterprise i an independent. sell-governing and self-financine 
economic subject having legal personality. 
Article 2 

1. The bodies of an enterprise take decisions on their own and 
organise all activity pertaining to the enterprise in accordance with the 
provisions of law and in order to carry out the enterprise's tasks.: 

2. The organs of the State may take decisions pertaining to the activity 
of a State enterprise only in cases stipulated for by statutory law.' 
Article 3 

1.The Council of Ministers shall, by a regulation, specify the extent to 
which the provisions of this Act shall apply to enterprises subordinated 
to the Minister of National Defence, the Minister of Finance and the 
National Bank of Poland, as well as to enterprises operating at 
penitentiary establishments subordinated to the Minister of Justice. 

2. The Council of Ministers shall, by a regulation, also specify the 
extent to which the provisions of this Act shall apply to State enterprises 
whose tasks, in whole or in the major part, are performed to meet the 
needs of the national defence and the security of the State. as well as to 
organisational units of other enterprises performing the said tasks. 
Article 4 

I. The provisions of this Act, except where they stipulate the register 
of State enterprises and the income commission a State enterprise, shall 
not apply to: 

I) the State enterprise "Polskie Koleje Pafistwowe" (Polish State 
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Railways), 
2) the State enterprise "Porty Lotnicze" (Airports),
3) the State enterprise Polskie Linie Lotnicze "Lot" (Polish Airlines 

,,Lot",). 6 : 

2. The provisions of this Act, except where they stipulate the register 
of State enterprises, shall not apply to: 

1) banks,7 

2) State enteiprises being established y i-t-se of article 6,p graph 
2, letter a of the Act of 20 December 1949 on State Fr vestry 
Management (Dziennik Ustaw No. 63 item 494, Dziennik Usta, 1950, 
No. 49, item 448, Dziennik Ustaw 1971, No:27, item. 249; Dziennik 
Ustaw 1974, N>.24, item 142, Dziennik Ustaw No. 1982, No. 7, item 54, 
and Dziennik Ustaw 1989, No. 35, item 192). 

Chapter 3. Mixed Enterprises!, 

Article 10 
1. Organs of the State administration may, together with other States, 

form and liquidate international enterprises. 
2. Terms of forming and liquidating as well as the rules of functioning, 

of such enterprises shall be set forth by arrangements and agreements 
concluded between the concerned States. 
Article 11 

A State enterprise, jointly with other legal persons, and also natural 
persons, may form economic entit.-s, provided for by the provisions of' 
law, for justified economic purposes. 
.......... .. ................. ............ ................................... ........ ................ :........
 

Chapter 6. Merger, Division and Liquidation of Enterprises 

Article 18 
i. The merger and division of a State enterprise established in 

accord,4ce with the procedure specified in article 7 shall be. dered by 
the f6u.ding organ on its own initiative, having the consent of the 
enterprise employees' council, or on a motion of the direc*r..o,9f ' 
establishment .of an enterprise composed .of many esta shmeas, 
supported by the establishment employees' council or by at least 50.per 
cent;.of the personnel of the establishment in which no employees' 
coun il e 'iists. ... ... 

*2.In order to better utilize the means of production and to improve 
economic efficiency, the competent minister (respective with "rd to 

http:cent;.of
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the enterprise's objects) may take decisions concerning division of 
a State enterprise: 

1) on his own initiative, 
2).on a motion of the founding organ or. the enterptise's employees' 

council, 
3) on a motion of the employees' council and the manager of the 

establishment drawing up the balance sheet or the manager of an 
establishment having no employees' council, having sought the opinion
from the founding organ ano the organs of the enterprise. The sa~d 
decisions may be objected by virtue of article 63." 
Article 18a 
, .l-The liquidation of a State enterprise consists in disposing of its 

tangible and intangible assets under article 55 of the Civil Code, and in 
removing the State enterprise from the register, having satisfied ,t 
secured the creditors. 

2. The sale ofan enterpise as a whole by virtue of article 37 of the A\ct 
of 13 July 1990 on Privatisation of State Enterprises (Dziennik I soi-k 
No. 51, item 298 and Dzienrik Ustaw 1991 No. 60. item 253) can he 
effected without the liquidation of a State enterprises in the meaning of 
paragraph 1. 

3.The founding organ shal' notify the bodies of a State enterprise of 
its intention to sell the enterprise in the course specified in paragraph 2.
 
Article 63 shall apply to objection procedure respectively.
 
Article 19
 

1. A State enterprise may be liquidated if:
 
I) the enterprise's profit, after taxes burdening it, is not sufficient to
 

pay the obligatory dividend,
 
la) the enterprise which is exempt from paying the obligatory


dividend carries on economic activity with a loss,

2) the activity of the enterprise in all its fields has been forbidden by 

a valid judgement of court or a final administrative decision, and the 
enterprise has not taken up activity in any other field, 

3) a respective motion is made by the commisionary administration,
4) 	over half of the value of the enterprise's assets jointly:
a) consists in shares, other titles of participation in partnerships and 

companies, 	or bonds, 
b) has been made accessible for use by other parties by virtue of civil 

law agreements. 
2. The decision on liquidation is taken by the founding organ on its 

own initiative or on a motion of the enterprise's employees' council,
unless the Minister of Finance or the Minister for Ownership Transfor
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maions t,bects within 14 days.
 
Article 20
 

The decision of the founding organ under article 19 paragraph 2 may

be appealed against by the employees' council and .the managing

director of the enterprise following the procedure specified in article 63.
 

.......... .....................
ooo.
..... ............................°......oo**...........................
 

Article 25 
1. The Council of Ministers shall, by a regulation, specify:
1) the procedure of merger and division of State enterprises, 
2) the ways of liquidation of State enterprises, and especially the 

obligations and rights of the liquidator, the ways of disposing oftangible

and intangible assets of a State enterprise as well as of transferring its
 
property, in the course of liquidation, to the commune (intercommunal

union) or to State legal persons, and the ways of satisfying or securing
 
the creditors.
 

2.The Council of Ministers shall, by a regulation, specify the types of 
the State Treasury-guaranteed employees' claims which are maintained
 
or established after liquidation of a State enterprise, as well as the
 
principles of satisfying such claims.
 
.3.Paragraphs I and 2 shall apply to the liquidation of a State 

enterprise under article 37 of the Act on Privatisation of State
 
Enterprises and article 16 paragraph 7 of the Act of 5January 1991: the
 
Budget Law (Dziennik Ustaw No. 4, item 18 and Dziennik Ustaw No.
 
34, item 150).
 
..°... °.*°**°................................................ ................. .. °... ............
.. **** 


Chapter 8. Bodies of the State Enterprise 

Article 30 
'The bodies of the State enterprise are: the general mieeting of 

employees (delegates), the employees' council and the director of the 
enterprise. 
........................................................................................ .......
 

Article 32 
1. The director of the State enterprise manages the enterpiise and 

represents it towards third parties. I' 
2. The director of a State enterprise, acting in accordace With the 

provisioni of law, takes decisions on his own and is responsible for the 
said decisions. 
....... °°....... .................. . . ......................................... °o**°,
.......... 
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Chapter 8a. Agreement on Management of the Enterprise 

'
Article 45a 
1.The employees' council of an enterprise, having the coi sent of the 

general meeting of employees (delegates), may apply to the founding 
organ to entrust a natural or a legal person with the management of the 
State enterprise. 

2. The procedure of entrusting with the management consists in the 
concluding of an agreement for a specified time. not shorter than three 
years, between the State Treasury represented by the founding organ, 
and the administrator (agreement on management of the enterprise). 

3.The agreement on man:gement of the enterprise should specify the 
following: 
1)the obligations of thc administrator in the scope of current 

management as well as changes and improvements in the enterprise, 
2) the principles of administrator's remuneration. including the right 

to participate in the enterprise's profit, 
3) the criteria of management efficiency evalutaion. 
4) the responsibility for the entrusted enterprise. 
4. If the administrator is a legal person, the agreement should stipulate 

who, on behalf of that legal person. shall perform the acts of 
administration. 

5. The administrator. and in the case of paragraph 4 a person acting 
on his behalf, is empowered to produce all statements of will on behalf of 
the managed enterprise. 
Article 45b 
1.*Uponthe administrator's taking up his duties: 
1)the bodies of personnel's self-government are dissolved by virtue of 

the law, 
2) the founding organ recalls the director of the enterprise, 
3) the administrator takes over the competence of the bodies of 

personnel's self-government and the director of the enterprise, with the 
exception of the right to object against the decision of the founding 
organ. 

2. In the State enterprise, in which the administrator has taken up his 
duties, the founding organ establishes the supervisory council in 
accordance with article 59 and entrusts it with permanent supervision 
over the enterprise's activity. 

3. The employees of the enterprise elect one third of the number of 
supervisory council's members. Provisions on the election of the 
members of the employees' council shall apply respectively. . 
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Article 45c 
1. The founding organ may terminate forthwith the agreement on 

management of the enterprise, if: 
1) the administrator, in connection with -his managing of the 

enterprise, flagrantly infringes the law, 
2) the State eneterprise fails to fulfil its obligations towards the State 

Treasury on account of taxes or the obligatory dividend for at least 
3 consecutive months, 

3)the administrator has considerably infringed the provisions of the 
agreement on management of the enterprise. 

2. As soon as the agreement on management of the enterprise is 
terminated, the supervisory council of the enterprise shal order and 
hold elections to the organs of self-government of the enterprise's 
personnel, unless an agreement for a furthei: period has been concluded. 
Article 45d 

The Council of Ministers shall, by a i-egulation, determine the 
procedure of concluding the agreement on management of the enter
prise. 

'NOTES 

1. The amendments to the State Enterprises Act introduced duing the last two years are 
to serve the commercialization ofenterprises, and thus the transformation of the system of 
management, which is to ensure State enterprises economic efficiency and the level of 
initiative similar to that ofprivate enterprises, as well as to prepare State enterprises for the 
change of the type of ownership. The commercialization of State enterprises is inevitable 
because their further functioning in accordance with the priiciples now in force makes it 
impossible for the Polish economy t'o fight the recession.*. 

2. See Chapter 8 irtice' 30 of this ActL 
3. The organs of the State may take decimions concerningenterprise's activity, e.g. in the 

matters relating to the public utility enterprises (article 6 paragraph 2 of the Act on State 
Enterprises), and they may take a decision on the liquidation of an enterprise (article 19 
paragraph 2). . .. 

4. The Act on the State Enterprise Polskle Koleje Paiistwowe (Polish State Railways) 
(Dziennik lJktaw 1989, No. 26, item 138). .", 

5. Tlhe Act on the State Enterprise "Porty Lotnicze' (.irports) (Dziennik Ustaw 1987, 
No. 33, item 185). 

6. The Act on the State Enterprise Polskie Linie Lotnidze "Lot" Polish Airlines "Lot") 
(Dziennik Ustaw 1984, No. 55, item 281). 
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7. The Banking Law Act (DzJennik Ustaw 1989, No. 4 item 21), National Bank of 
Poland Act (Dziennik Ustaw 1989 No 4. item 22). 

8. The notion of a mixed enterprise has been used to define two different categories of 
subjects: 
1)international enterprises which can be formed only on the initiative of the organs of 

the State admin;stration; 
2) partnerships, companies and other legally permissible forms of activity which are 

established on the initiative of a State enterprise merging with other legal or natural 
persons for economically justified purpoes. 

9. The director of the enterprise and the employees* council have the right to submit an 
objection to the competent minister who has issued the decision within 7 days of the date of 
its delivery. The objection stops execution of the decision. 

10.By virtue of the Decision made by the .minister on 24 June 1991 his office uses a name 
"Ministry of Privatisation" for practical purposes of international relations. 

Annotated by Teresa Dro..dowmsku 
Translated by Dariusz M,.(hnit,/ 
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FOREWORD 

The Cooperative Act passed by the Polish Sejm (Parliament) on Septem
ber 18, 1982, is a legislatvi act of momentous significance for cooperative 
practice andad opens up a new stage in the development of the Polish coperatie 
operative law. 

In the !I&itl period of the development of the Polish cooperative move
ment, the legislation of the partitioning powers was applicable to cooperati
ves. Prior to 1914, the legal status of cooperatives 4n the Polish territories 
was the following: In the southern voivodships, the 1873 Austian law on 

profit and economic cooperatives was in force, and in the -western voivod
ships - the 1898 German law on cooperatives. In the Russian partition zone, 
there 'was no special law regulating the activity of cooperatives. Only as 

regards some matters, the provisions of the credit -law, the regulations con

cerning craftsmen's funds, ar.d the 'provisional regulations on associations of 

1906 were applicable. The legal difficulties in the Russian zone forced co
operators to seek ways of sdestepplng the law: cooperative societies func- a 

tioned In a different legal farm (limited partnerships, notarial contracts on 

the joint sale of farm produce and the joint purchase of machines). 
Immediately after the r'isurrection of the Polish state In 1918, work
 

commenced on the preparaticn of cooperative law. On the basis of the results
 

of a .,poll conducted among :ooperative activists, an Act was drafted ihich
 
was adopted on October 29, 1920. The new law was similar, in its content,
 

to the Central European system of regulating cooperative problems (a sepa

rate Cooperative Act, the regl:tration of cooperatives in court, e,,dits conduc

ted by the cooperative unions, etc.). The It 20 Act was amended five times
 

(Dec. 4, 1923, March 13, 1934, Aug. 24, 1945, Oct 28, 1949). Before World War
 

1934 amendment was the most important, since it strengthened the
T vo, the 

pottion of the auditing unions and of the State Cooperative Council and
 

the domain of supervision over cooperatives
extended their powers onto 

(inter alia, the duty was introduced to obtain the statement of purposefulness
 

in case of the foundation of new cooperatives).
 
of three laws
The 1949 amendment to the Act and the enactment in 1948 

supplementary to the Coope-ative Act (the law on the Central Cooperative 

Union and cooperative centret boards, the law on mixed statc and cooperative 

central boards, and the law ,n mixed state and cooperative enterprises) were 

connected with the necessity to adapt the cooperative law to the demands of 

central planning. The provi3ions introduced in the cooperative legislation 

,,C
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at that time reflected a tendency toward excessive centralism and representd 

a 'substantial limirtation of cooperative self-government and democracy. 

'In 1954 preparatory work began on the draft of a new cooperative law, 

but the preparations did not gain momentum until after 1956, in the new 

political atmosphere thet arose at that time. The principles of the draft 

were submitted to public discussion with the participation of a broad 

arepresentation of cooperators ai were approved by national cooperative 

June documentconference convened for this purpose in 1957, in a entitled 

"The Main Theses for the Draft Law on Cooperatives and Their Unons". 

The draft prepared by a cooperative commission set up by the Central Co-

op-'r~tive Union was submitted to the SeJin in February 1958, and after 

It had been examined by an.Extraordinary Sejm Committee it was enacted on 

February 17, 1961. The 1961 Act dealt with many new questions, especially 

as regards some types of cooperatives, such as farming cooperatives, industrial 

productive cooperatives, and housing cooperatve, devoting separate chapters 

to them. The 1961 Act lifted many restrictions of the Ifrependence of co-

operatives, introduced in 1948 and 1949, but it did not -protect cooperatives 

against far-reaching interference in their internal affairs in conditions of the 

directive system of management of the national economy. 

The necessity to amend the 1961 Act was pointed out by cooperators already 

in the 1970's. Many weighty arguments were cited: that since the entry of 


the Act into force substantial changes had occurred in the Polish legal 

system, such as the changes In the administrative law, bn the structure of 

local administrative authorities, in the labour law, in the housing law, and in 

some branches of the civil law. The ooopera'ive law is a part of the legal 

system in Poland, and it is thus understandabe that major changes in this 

system necessitate the harmonizing of~the coopecative law with these chan-

ges. The provisions of the 1961 Act were to scme extent adapted to the 

new Labour Code in the law of December 17, 1974, but even in this respect 

the amendments were insufficient. The other group of factors necessitating 

amendments to the Cooperative Act were the transformations and changes in 

the cooperative movement Itself, in its structure and organizational forms, 

which called for complementing the existing provisions 'whenever gaps or 

ambiguities were ascertained, or when it was necessary to adapt the pro-

visions of the law to the demands of practice (for example, there was 

a lack of provdsions. concerning the division of a large cooperative into one or 

more smaller ones, regulations of the legal status of members of industrial 

productive cooperatives employed on the basis of a cottage work. contract, or 

regulations of the cooperative right to business premises). 

The wor-k on the draft of a new law commenced at the Supreme Co-

operative Council in 1974. It can be divided Into two phases. In the first 

phase, until the events in Gdaisk in August 1980, the attention focused chief-

ly, though not exclusively, on proposals aimed at filling the gaps and adapting 

the existing provisions to the altered structure and organization of the co-

operative movement. In the second phase, the preparatory work, conducted &I 

the atmosphere of nation-wide discussion on a renewal of public life and 

a basic reform of the national economy, embraced many fundamental pro

blems of the cooperative law, above all, ensuring the- independence of Co

operatives and liritixg the excessive nterference in cooperative mat

ters, not only by state authorities, but also by the central co

operative unions. The draft was elaborated by a committee composed of 

members of the Legal Conmmission of the fSupreme Cooperative Council and 

of Invited specialists in the domain of the cooperative law, amonO them 

Court, and legal advisers of central coscholars, justices of the Supreme 

debated several times by the Praesidiumoperative unions. The daft was 

of the Supreme Cooperative Council and also dlscussc.l by the Legislatve 
Council at the CounciJ of Ministers, which made many critical remarks. The 

first phase of the work on the draft ended with its submission, in June 1980, 

to the Council of Ministers, -which, reviewing it on October 15, 1980 - and 

thus under the new conditions that had emerged in Poland after the August 

events in Gda-isk - approved the draft prelirinarily, but recommended 

a broad public discussion of dt. The Praesidium of the Supreme Cooperative 

Council submritted It to such a discussion, sending the draft to cooperative 

ogz3nzations,' other social organizations, and political partics and inviting 

proposals for changes. The provisions of the draft were the cbject of many 

critical evaluations by various organizatAons as well as by the press. During 
thi- public consultation, which encompassed the key legal and organizational 

questions of the cooperative movement and was paralleled by the discussion 

on the principles of the economic reform, over 500 proposals of changes in the 

draft were submitted. The problem of the new law was also examined by 

the Commision for Economic Reform. Group X of the Commission prepared 

theses for the draft, which were approved by the Commission at its plenary 

meeting an April 28, 1981. As a ccrsequene- of the remarks and proposals 

submitted, the draft was fundamentally re! -ked -with the participation of 

the interested com-nissions of the Supremr - lerative Council. The new 

version was discussed and approved by the General Meeting of the Co

operative Council on November 27, 1981. 
The draft was next submitted to the Sejm by a group of 24 deputies and 

referred to the Extraordinary Commission for the draft law on cooperatives 

and their unions and to the Sejm's Leglislative Work Committee. It was dis

cussed by four problem groups. The Sejm committees, whose debates were 

attended by spec& 'jts from cooperative organizations and ministries concern

ed, introduced many essential changes in the draft; among other things, fol
lowing a controversy over the question of whether the Act should be entiled 

"law on cooperatives and ti'_eir unions" (as was the 1961 Act), or "law or, 

cooperatives" (as the 1920 Act), the Sejn committees accepted the proposal 

"cooperative lawu, thereby erphasizing that the Act codifies this branch o 

law. 
The new Act is an extensive documfnt containing 281 articles. Just at 

the 1961 Act, it is divided into three parts: I - Cooperatives, II - Coopera

tive Unions and -Supreme Coopemtive Council, and III - Changes in thf 

Binding Provisions a-nyd Temporary and Final Provisions. Title I .part I 
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(art. to 137) contains provisions concerning all cooperatlVe, while title 11 
of the same part (art. 138-239) includes special provisions for agricultural 
productive cooperatives, tndustral productive cooperatives, and housing co-
operatives. Part II is divided, as before, into two titles: Cooperatives Unions 
(art. 240--257) and Supreme Cooperative jCounil (art 258-267). 

jAs.compared. twith -the 1861 -Act, *the new Act:' attaches special weight to 

the'precise definition of the cases of-permissible external Interference into the 
affairs of cooperatives. Of essential' significance. Is the principle contained 
in art. 2 § 2, according to which "lotal organs of state power and organs of 
state administration may pass legal regulations and decisions, binding on the 
cooperative, on the basis of and within the powers p-rovided for in the acts 
of the SeJm". The further provisions limit to the minimum the possibili-
ty of interferemce by state authorities: "the proper organ" of state administra-
tion shall have a right to impose on the cooperative the obligation to Intro-
duce tasks Into the plan or assign unplanne.d tasks If this is indispensable 
because of the demands of defence of the country or in case of a natural 
calamity" (art. 71). In such a case, the organ of state ad.mnistration is 
obliged to provide the cooperative with means necessary to carry out these 
tasks. If, in effect of fulfil-ling this obligation, the cooperative incurz a loss, 
it may demand compensation and take legal action. Similarly, according to 
art. 72, the cooperative may prosecute Its claims in court if it has concluded 
with the state organ an agreement in which it undertook to conduct unprofi-
table activity, necessary to meet social needs, a;d the state organ has failed 
to furnish the cooperative with means stipulated in the agreement and en-
abling the cooperative to conduct this activity on a profitability basis. 

The new Act aims at loosening the tie' of the economic activity of the co-
operative to the state .plan of socio-economic development and emphasizes the 
economir independence of the'cooperatlve. Whereas the previous law defimed" 
the cooj-arative as an associtlon whose airri is "conducting economic acti-
vity under the. national 'ecor~tic~ 'lan", • the 'nev'Act".provides that the co-
operative "shall conduct economic activity,' being ghui'ed *by the needs of the 
associated member" and by assumptions laid down In central and local soclo-
-economic -plans" (art..1), "shall conduct its activity: independently" (art. 2 

1) "on the basis of plans elablorated independently", and "these plans shall,
according tothe provs'ions of 'the Rules, be p general meeting 

or the council. of the cooperattve" (art. 69): The activity of the cooperative 
"shall be financed out of'its own funds which may be supplemented by bank 
credits and other financial resources" (art. 67). 

The new Act does not introduce any basic changes in the organizational 
structure of cooperatives which are still obligated to create the three maln 
bodies: the general meeting (replaced in large cooperatives by the meeting of 
delegates), the supervisory council, and the board, and they may create other 
organs. On the other hand, 'in cormection vth the' process of concentration 
which occurred in the past decade and manifested itself in the creation of 
large cooperatives, the Act obliges the large cooperatives to organize meetings 
of groups of members residing in the same area, employed Ln the same 

B 

establishment, having common professional interests, or on any other basis 
stipulated I- the Rules. The powers of these meetings comprise, aside from 
electing the delegatesi.;examlning the reports oi the council and the board, 
expressing, oinons .and submitting motions, and, if the Rules so -provide, 
electing and recalling members of the council. tnother innovation is that 
the cooperative is obliged to.set up employee selM-management in establish

ments employing 4ver,50 , bodies consist 

chiefly In,passing opinlcqis (art.:60-65); Meeting the postulatea of practician.s, 
the new law defineithe legal status of.the .manager of the cooperative who 
is not a member of-the'board and.-lso the-stat"s of the chairriian or another 
member'of the board who directs: the'day-to-day activity of: the cooperati
ve (art. 53). With a view to ensuring -cooperative democracy, the Act provi
des that the members of the organs 'of the cooperative are elected "by 

secret ballot from amongst an unlimited number of candidates" (art. 35 § 2). 
The new law retains the obligation of the cooperative to be a member 

of one of the central unions, but grants the cooperative the right to with

draw, in certain cases, from one union and Join another 'whose scope of 
activity corresponds to the subject matter of the activity of the cooperative 
(art. 4). Among the functions of the central unions, prominence has been 
given to the auditing function. The central union may perform economic 
functions only when this is provided for in its Rules passed by the congress 
of delegates of the associated cooperatives. The powers of the central unions 
in the field of supervision cver cooperatives have been reduced considerably. 
The central union may not annul resolutions of the general meetings and 
supervisory councils but mnay only seek the repealment of such resolutions in a 
court of law in case of a violation of the law or the Rules (art. 43 and'47). TheC 
influence of the central unions on the: composltion of the boards of cooperatives 
has been curtailed. While under;the:196 Act a member of the board of the 
cooperative could be *recalled by' thd boft'd of the central union if his acti
vity was 'incoistrIwIth the-ri,6vlsbonslof- the law, the Rules, the resolu
tions of the tenaPSnlon or theSf-,-_Cooerative Council, the new law 

provides that u revialit6Ve !.volations of the provisions of the 
law e isd'the activit Ff -. imber' of the board and the proor tb'R 

26 iv swthin a: period fixed by the per orgalnf tihe. fderative d0es kdtre€U him wi 
approprate cen aif'inion, the *'rd-that-union may recail him"; both the 

recalled member'•,'-if e' board'and tle&.:c0bperat~ve may appeal the resolution 
on recalling to tie c ur't of s'It be addedI that statementslaw Should 
of purposefulness: of the foundatl6in"'of -t new cooperative,: issued by the 
central unions, are -In the light oft the new law - of the character of an 
advisory opinion 'for' the court, which' may register the new cooperative in 
defiance of the stance of the central Unilon (art. 9). 

Important changes 'have -been introduced an the provisions contained in 
part'" . tftle II dealing with 'the indii~hdiial types of' cooperatives. This con
cerns, in particula'r, .hechapter'd-bfdrmingcooperatives, ant which has 
entirely -new content and bears a 'riew title: "Agricultural Productive Co
operatives", since at comprises provisions concerning, apart from farming co
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cperatives, also specialized agricultural cooperatives, provisions conceruing 
agricultural circles ('which supply agricultural services), and provisions con-
cerning other cooperatives which may be founded for the purpose of rumning 
a collective farm. 

There are also many Innovations in the ch ,ter dealing with housing co-
operatives. Taking into account the changes in .practice, the new Act has 
abandoned the previous division of cooperatives Into three types (building 
and housing cooperatives, housing cooperatives, and cooperative societies 
for building one-family houses) and adopted only one type of cooperatives 
which may grant their members the right to dwellings of various Idnds: 
they may allot members apartments in buildings constituting the property of 
the cooperative, build one-family houses or apartment buildings for the pur-
pose of transferring to memb'ers the ownership of these houses or buildings, 
extend aid to members in building their own houses. The provisions con
cerning garages and business premises have likewise been altered (art. 238 
and 239). Also modified has Veen the long-criticized provision according to. 
which only one of the spouses possessed the cooperative right to the dwell-
ing; under the new Act, the right to the dwelling "allotted during matri
mony to both spouses or one of them to satisfy the housing needs of the 
family shall be jested in both spouses jointly", and both spoaues may be 
members of the cooperative even if only one of them possessed the coopera
tive right to the dwelling (art. 215). 

In the chapter devoted to industrial productive cooperatives, cooperatives 
of the disabled and cooperatives of folk and artistic industry have received 
separate treatment. Likewise the law regulates the status of members 
of Industrial productive cooperatives employed on the basis of a cottage 
work contract, a commission contract, or a piecework contract (art. 201-203). 

On the Initiative of youth organizations, a -provision concerning youth co
operatives has been included in the new Act. The law defines the youth 
cooperative as a cooperative set up by young people, the Rifles of which pro
vide for allocating a part of the surplus to finance the activity or a youth 
organization. To such cooperatives, the Minister of Finance, at the request 
of the proper central union, may grant definite privileges (art. 74). 

It follows from the above that the new Act introduces many essential 
changes in the Polish cooperative law. One should stress here, above all, the 
curtailment of the legal foundations for tnterfering in the internal affairs 
of cooperatives; moreover, the cooperatives have gained wide possibilities 
to freely shape their organizational structures, since the central unions have 
been deprived of the right to establish specific principles to which the 
Rules of the cooperatives were bound to conform. The competence of courts 
in cooperative matters has been widened considerably. Many gaps in the 
previous law have been filled (the provisions concerning the division of the 
cooperative and the accession of an organizational unit of the cooperative 
to another cooperative, the loopholes in the provisions concerning industrial 
productive cooperatives and housing cooperatives). 

The new Act Is one of the many passed by the SeJm in 1981 and 1982, 

N 

designed to lay the legal foundations for the reform of the national econo
my, Intended to ensure to all enterprises a much wider margin of freedom 
than they have enjoyed so far and to enhance the role of the market and 
competition in the national economy. Thus, the naw cooperative law also 
provides for an dncrease of independence and a lifnitation of outside inter
ference. It should be borne in mind, however, that the new Act enters into 
force in a period of an acute economic crisis and strict control of the pro.? 
duction of and trade in many articles, which doubtless limits the possibilities 
for the full enjoyment of the powers to develop independent economic activity. 
Hence, one should expect that the cooperatlves will only gradually become 
more and more Indepindent economically. The new Act, like other acts of 
fundamental importance for the economic reform, unfolds such prospects. 

Professor Dr Remigiusz Bierzanek 
Chatrman of the LegaI Comnisuon 
of the Supreme Cooperative Council 

10 



Act of Sejm 
of September 16, 1982

COOPERATIVE LAW 

co 



P4WT j -

Cooperaves
 
TITLE I
 

JOINT PROVISIONS
 

Chapter I 

The Cooperative and Its Itules 

Art. I. The cooperative shall be a voluntary and self-governing association 
with an unlimited number of members add a varable share fund; it shall
conduct economic activity, being guided by the needs of the associated 
members and by assunptions laid down M central and terrltoria! soclo
-economic plans, and also soclo-educational activity with a vi.zw to constantly
improvLng the m'aterial and cultural standard of living and the level 
of social consciousness of its, members apd to the benefit of the Polish 
People's Republic. 

Art. 2. § I. The cooperatlvc shall conduct its activity independently. = 
§ 2. Local organs of state power and organs of state administration may I 

pass legal regulations and decisions, binding on the cooperative, on the ba.sis k 
of and within the powers provided for In the acts of SeJm. 

Art. 3. § I. The cooperative shall cooperate with cooperative organiza
tions and with other social and economic organizations, or accede to them
or groups theheofon 'thr basis of a agreemient. 

6 .2. The cooperative may undertake J6nt tasks with organizations referred 
to .n the preceding section in any forms provided for by law. It may, In 
particular, form with these organizations cooperatives of legal persons, 
commercial and non-commercial companies. 

Art. 4. § 1. The cooperative shall associate, according to Its choice, 
In one of the central cooperative undons performing auditing functions, the 
scope of activity of which corresp'ands to the subject matter of the activity 
of the cooperative, hereafter referred to as "appropriat. central union". 
Moreove', the cooperative may associate in other cooperative unions to pursue 
common economic and social objectivez. 

§ 2. The Supreme Cooperative Councl! hereafter "Supreme Council", 
shall be the supreme organization of the co)perative movement in Poland. 

Act of Sem of September 15, 1982 Coope-a.'-e Law. Dzlennilk Ustaw PRL
 
of 1IM2, no. 30, Item 210.
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§ 3. The Supreme Council shall perform the fur 'ons of the appropriate 
central union with resp..ect to a cooperative for whit..,, in view of Its subject 
matter, there is 'no such union. 

Art. 5. § I. The Rules of the cooperatve shall specify' .matterthhe1) the name, which shall contain the ,word "cooperative" and be clearly 
distinct from the names of other registered cooperatives havdng their seat 
in the same locality;

the seat of the ooperative and the territory of Its activity;2)2) the sat of the cooperatvean the tertoryt of its e cactivitydiately 
3) the aim of the cooperative, the subject matter of Its economic activity,oftecprai.

and t, duration if it has.been founded for a specific period of time;
4) the amount of-the admission fee; 
5) the value and number of shares which a member is obliged to declare, 

the manner and date of contributing and refunding them, and the consequen-
ces of a fa.ire to pay in shares on time; 

6) the rights and duties of members; 
7) the principles of admission, withdrawal, striking off, and exclusion 

of members; 
8) the manner of con~oldng general meetings, o debating at them, and 

the conditions of adopting resolutions; 
9) the principles of division of the balance surplus and of covering

losses (arts. 76 and 90). 
§ 2. The Rules shall moreover contain provisions, the Introduction of

which Into the Rules is required by the provisions of this Act. 
§ 3. The Rules may, in addition to the provsions referred to in §I 

and 2, contain also other provisions. 

Chapter II 

Tha Mode of Fountdation and Registration or the Cooperative 

Art. 6. § 1. Persons intending to found .a cooperative (founders) shall 
adopt,. the • ul.of the cooperative. con r ing the adoption by .afflxing 
their. sgnaturesto.them, nd elect. the. organsoeof the cooperative, the election
of which, according to thg'-Rules, falls within .the competence of the general
meeting, or shall elect an, organizing committee composed of at -least three 
persons. 

§ 2. The number of f'0unde may not be smaller than ten when the
founders 'ie -natural person I threwhen founders are legal persons.s,' b" 

§ 3. The board or the organizing committee of the cooperative shall 
apply to the appropriate, central union for a statement of purposefulness
of the foundation of the. cooperative. The central .Union shall Issue a state-
ment of purposefulness after consulting t:he appropriate organ of the proper 
local people's council. 

§ 4. The central union may deny a stntement of purposefulness if its 

appraisal of "-i econpmic possibilities of the cooperative to be founded 
indicates that - will not be able to rg'ursue the Itended goals. 

§ 5. The central union shall notfy the applicant of a decision in the 

of issuing a statement of purposefulniess, of the foundation of thet§ ofe thee dotcorera.v wihi moth '. acoopcrativen Ahlnegative,coospera llvewithin two months ofn. the dateio applicaton. A negative 
decision shaU contain a justification. 

§ 6. If the board and supervisory council of the cooperative have -not 
been elected yet, the founders of the cooperative shall elect them Imrmeafter receiving a statement of purposefulness of the foundation 

Art. 7. § 1. The board of the cooperative shall, within two months 
of the date of receiving a statemeht of purposefulness, apply to the registra
tion court, in the district of which the cooperative is to have Its seat, for 
entering the cooperative into the register of cooperatives and their unions, 
hereafter "register". Unless an application is filed within this period, the 
statement of purposefulness shall lose Its validity. 

§ 2. The application shall be. appended with: 
1) two copi-s of the Rules, 
2) transcripts of documents stating the election of the board and council 
3) statemnent of -purposefulness,
4) other documents, the submitting of which is required by special 

regulations. 
§ 3. The application shall be sigued by all members of the board of thL 

cooperative. Their signatures shall be: authenticated by the court or a public
notary's office. 

Art. 8. § 1. The court shall make a deolsion on entering the cooperative 
into the register after ascertaining that the Rules passed by the founder
are consistent with legal regulations.

§ 2. If the court finds shortcomings in the application or the Rules,
it shall demand amendments by a fixed date. After an Ineffective expiry 
of the prescribed period, the court shall pass a decision denying the registra
t4on. 

Art. 9. § 1. The board of the:cooperative may apply to the registration 
court for entering the cooperative' into the register also in case the central 
union has refused to issue a statement of punposefulness, if it regards thL 
refusal to be in contravention of art. 6 § 4. In such a case, the applicationsheshall specify objections against -the refusal to issue a statement of -purposefulness and be appended with the said refusal. The provision of art. 7 shali 

§ 2. I~n the case referred to in the preceding section, the court shall 
pass atheredecisionhave tobeenenterno thegroundscooperativeto into the register after ascertaninthat deny. a statement of purposefulness for 

r . 
reasons defined in art. 6 § 4. The provision of art. 8 § 2 shall apply accordingly. 
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Art. 10. § 1. The entry of the cooperative into the . gister shall contain 
the follqwing details: 

1) the name of the cooperative and its seat; 
2) the subject of the economic activity of the cooperativ~e and the 

territory of its activity; 
3) the duration of the cooperative f it has been founded for a specific 

period of time;4) the sum and number of shares which a member shall contribute; 
5) a mention of a right or obligation to make contributions if the Rulesprovdeoblgaton;personsor rigto sch 

provide for such a right or obligation;
6) the names of members of the board, the manner in -which they 

represent the cooperative, 'and also the names of persons temporarily 
performing the functions of members of the board; 

7) limitations of the powers of the board provided for by the Rules 
an also by resolutionsofthe general meeti.ng or the council adopted within
their statutory powers;I-., : ".their tattoy werston..f:.:;.te g.abe .. 

;8) the names ot plenipotentiaries -who have been granted authority to 
perform acts connected with the day-to-day mannagement of the economic 
activity of the cooperative, or of an organizationally and economically 
independent unit thereof, and the limits of their authority. 

§ 2. The entry into the register shall -also contain details concerninga erger of the cooperative, accession ofperae, of the cooperative,an orga-niza.tional unit of thecooperative to another cooperative, l,a' division of the cooperatve, liquidation, 
bankruptcy, the names of liquidators, the name of the receiver in bankruptcy,
and changes and supplements of the details listed in this section and In the 
preceding section.Rules 

. In case of notifying a.change of members of the board or liquidators,
authenticated signatures of the new members or liquidators shall be enclosed 
to the notqftcation, 

§ 4. Unless the Act .provide- otherwise, the board or liquidator shall 
notify changes and supplements of the details listed in § I and 2 within 
two weeks from the day on which these changes or supplements occurred. 

§ 5. In case the members of the '.oard or liquidators fail to .notify changes 
or supplements, the court may impose upon them disciplinary penalties
totalling up to 5.000 zlotys. Moreover, the court shall notify the appropriate
cetoalg unio of e,00h alotyu.retoerlfil the oretaotin duty.en cparorthecentral union of each failure to fl'fill the registration duty. In case the 

registration duty !s later fulfilled, the court may rescind the imposed
penalty.. .........-

§6. A decision of :tie :court on Imposing, a disciplinary penalty shall 
bl subject to appeal. . ;.." ..... 

- yof
Art. 11. § 1. The cooperative shall acquire legal personality upon being 

entered into the register. 
§ 2. Persons acting ,prior to the registration of the cooperative shall 

be solidarily responsible toward third persons for acts performed in the 
interest of the cooperative before the registration. After the registration, 

the cooperative tl be responsible for obligations resulting from these acts 
as for obligations incurred by its-l . Howaver, persons acting before the 
registration shall be responsible toward the cooperative under the provisions 
of civil law. 

Art. 12. § 1. Third persons may not plead ignorance of details entered 
into the register unless they prove that they could not know them. 

§ 2' The details referredentered into the register to inn otart.have10 §legal1 conusequences2 which towardnot thirdshall and have been
 
nered into t regithal t have ealse
unless it is proved that they knew these details. 

Art. 13. The Council of Ministers, after consulting the Supreme Council, 
shall define, by (way of an order, the manner of -keeping the register and 
procedures in matters i'elating to the register of cooperatives. 

Art. 14. The Monitor Sp6ldzielczy, published by the Supreme Council, shall 
the proper organ to publish announcements of cooperatives provided 

for by the law. 

Chapter III 
-,Members, Their Rights and Duties 

Art. 15. § 1. The cooperative shallthe Rules reqitre a larger numnber.' have at least ten members unless 
th 2. Membership of the cooperaive shall be open to any natural Person 
enjoying full. degal capacity who meets the requirements stipulated in the PJunless the Act provides otherwise 
RulesMune the r es otewse 

3. Moreover, the Rules may specify cases in which persons with 
a limited legal capacity or not having such a capacity may become members. 

Such persons may not be members of the organs of the cooperative. They 
shall take part in the general meeting through their legal representatives. 

§ 4. Also legal persons as -well as political organizations not hawing a degal 
personality may be .memb'.rs of the cooperative unless the Rules provide 
otherwise. The provisions of this A concerning members who are legal 
parsons shall accordingly apply to such organizations.

§ 5. A cooperative whose members are, according to the Rules, exclusivelylglprossalhv tlattremmeslegal persons shall have at least three members. 

Art. 16. § 1. The filing of a declaration shall be the condition of mem
bership. The declaration, to be valid, shall be filed In written form. The 
declaration, eigned by the acceding person, shall contain his name and place 

residence and dn case of accession of a legal person - its name and seat,
the number of shares declared, details concerning contributions if the Rules 
provide for making them, and also other deta~ls provided for in the Rules. 

§ 2. Also further shares and any changes of the data contained in the 
declaration shall shall be declared in written form. 

§ 3. A member may, in the declaration or in a separate written state
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ment submitted to the cooperative. indicate the .perso C'hore the cooperative 

shall be obliged, upon the member's death, to pay his 	 shares. The right 
to tTie shares shall not be part of the inhertnce.the 

Art. 17. § I. The founders of the coperative who have signed the Rules 
shall become members of the cooperative upon its registration. Those acceding 
to the cooperative after its registrution shall become members of the cooper-
atlive upon being admitted to it. 

§ 2. The admission shall be certified in the declaration by the signatures 
of two members of the board, or of persons authorized to do this by theThe 
board, giving the date of the resolution on admission. The same shall apply 

to changes of the details concerning the declared shares or contributions. 
§ 3. Unless the Rules provide otherwise, a resolution on admission' shall 

be adopted within a month from the day of filing the declaration. A resolu-
tlon on admission to the cooperative or a resolution refusing admission shall 
.e notified in. writLng to the person concerned withim two weeks from the 
date of its adoption. A" notification of refusal of admission shall contain 
justification, 

§ 4. The Rules of the cooperative shall 4ndicate the organ of the cooper-
ative authorized to admit members. Unless the general meeting is such 
an organ, the Rules shall also indicate the organ to ,which a decision refusing 
admission may be appealed and specify the date by vhch an appeal may 
bL instituted and shall be examined, 

Art. 18. A member of the cooperative shall have the right to avail 

lmself of the services of the cooperative within the bounds laid down 

in the Rules. 


Art. 19. § 1. A member of the cooperative shall be obliged to pay the 
admission fee and the declared shares in accordance with the provisions 
of the Rules. 

§ 2. A member of the cooperative shall participate in covering its losses 
up to the amount of the declared shares. 

§ 3. A member of the cooperative shall not be responsible to the creditors 
of the cooperative for its liabilities. 

Art. 20. § 1. A. member of the cooperative shall be obliged to declare 
one share unless the Rules obligate members to declare a larger number 
of shares. 

§ 2. The Rules may provide for members making contributions which 
shall be the property of the cooperative or of 'which the cooperative shall 
avail itself on the basis of another legal relationship. In such a case, the 

Rules shall specify the character and scope of the right to the contributions 
enjoyed by the cooperative, the amount of the contributions and their kind 

unless these are money contributions, the date of making them, the .princ'ples 
of valuaeIon and return in case of liquidation of the cooperative, a member's
withdrawal or termination of membership for other reasons, and also in other 
cases pro-,rided for in the Rules. 

Art. 21. A -ember of the cooperative may not, prior to the termination 
o imbrh* eadartr ftepyet nacuto hrs 

of 	 oembersh- , deand return of the payments on account of shares. 
number of hares,the declaring of which Is obligatory under the Rules 	 force onin the day 

such a de'hand is made. The return of such paynents shall take place after 
the approvai of the balance-sheet for the year in which a member made 
the demand unless his shares have been allocated to cover the losses of the 
cooperative (art. 19 § 2). 

notice, to be valid, shall be given in written form. The term of notice 

shall be defined by the Rules. The date of quitting shall be taken to be the 
next day after the expiry of the term of notice. 

Art. 23. § 1. In case of a change of the place of residence and accession 
in the neiv place of residence to a cooperative with the same or similar 
subject matter of activity, a member may withdraw from the cooperative 
without prior notice and demand the Immediate transfer of his shares to 
the cooperiative in the new place of residence. 

§ 2. A member withdrawing from the cooperative in the second half 
of the account year shall participate in its losses sustained in the given 
year, as though he continued to be its member. However, he shall not 
participate in the losses sustained In the year in which he acceded to the 
cooperative. 

§ 3. The provisions of the preceding sections shall accordingly apply 
to a member quitting the cooperative due to a change In the Rules concerning 
the territory oforactivitysimilarofsubjectthe cooperativematter cf andactivity.acceding to another cooperative0with the Game 	 0 

Art. 21. § I. The exclusion of a member from the cooperative may take 
place in case his further membership hn the cooperative is, throug- his 
fault, incompatible ,with the provisions of the Rules of the cooperative or the 
principles of social intercourse. The Rules shall specify in detail the causes 
of exclusion. 

§ 2. A member who fails to meet his statutory obligations through 

no fault of his may be deprived of membership by striking his name off 
the register of members of the cooperative. The Rules shall specify in detail 
the causes of striking off. 

§ 3. Exclusion or striking off shall become effective upon delivering 
to the member a notification of exclusion or of striking off together with 
justification. The notification shall be effected in written form; a notification returned because the memnber has failed to notify a change of his address 
shal hav the va eled notion.elegal 

§ 4. Exclusion ornstriking off may be effected, according to the provisions 
of the Rules, by the supervisory council or the -general meeting of the 
cooperative. The organ adopting a resolution in this matter shall listen 
to explanations by the member concerned. If the Rules provide fo- the 
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competence of the supervisory council in this matter, the member excluded 
or struck oP, shall have the right to appeal the resolution on exclusion 
or. striking off to the general meeting and be present during !ts debates 
while it examines the appeal and the right to support the appeal. The appel-
lant shall be notified of the date of the general meeting at the address indica-
ted in the appeal at least seven days before the date of the meeting. 

Art. 25. § 1. A deceased riember shall be struck off the register of 

members of the cooperative effective as of the day of death. A legal 
person, member of the cooperative, shall be struck off the register of members 
effective as of the day of its liquidation, 

§ 2. If a deceased member has left more than one successor, the successors 
shall, with a view to exercising the property rights devolving to them, appoint 
a common plenipotentiary oi indicate an administrator appointed by the 
court. The provisions of the Civil Code concerning administration of common 
property shall apply accordingly, 

Art. 26. § I. The share of a former member shall be paid out on the 
basis of the balance-sheet for the year J.n which the member ceased to be 
a member of the cooperativ-3. The payment shall be made within a month 
from the day of approval of the balance-sheet by the general meeting. 

§ 2. A former member shall ;not have arny claim to the resource fund 
or any other property of the cooperative, 

Art. 27. § 1. A member may dispose of his claims to the cooperative 
for the payment of shares and the return of contributions, or the payment 
of an equivalent thereof, effective as of the day on which these claims 
became due. 

§ 2. A creditor of a member may obtain satisfaction out of the member's 
shares only after the termination of the membership of the latter, 

§ 3. If execution out of other property of a member proveS ineffective 
and unless a specific regulation provides otherwise, a creditor of a member 
may demand execution out of the contributions made by the member. In 
such a case, the claim of a member for return of the contributions or an 

equivalent thereof shall become due after six months from the day of 
distraining upon the contributions, unless the ciaim became due earlier 
cc. the basis of other regulations. 

§ 4. In case of distraining by a creditor of a member's contributions 
constituting means of production, the cooperative shall have priority to 
purchase them in the course of execution proceedings. 

§ 5. The liabilities of the cooperative toward a member on account of 
payments for shares shall not be subject to distraint for the benefit of the 
creditors of the cooperative, 

Art. 28. In case of commencing liquidation within six months or instituting 
bank.luptcy proceedings within a year from the day on which a member 
ceased to belong to the cooperative, he shall be obliged to -participate in 
covering the losses of the cooperative, as though he were still a member. 

Art.- 29. § 1. .,..aims for the payment of shares, for a share In the 

balance surplus, and for the return of contributions or a money equivalent. 
thereof -shall be subject to three years' prescription. 

§ 2. The turns of claims which have been grescribed shall be transferred 
to the resource fund. 

§ 3. The provision of § I shall not apply to claims for the return of 
Immovables. 

Art. 30. The board of the cooperative shall keep a register of members 
containing their names and domicile (as regards members being legal 
persons - their name and seat), the amount of the declared and ipaid 
shares, the amount of the contributions made, their kind if these are not 
money contributions, changes of these details, the date of admission to the 
cooperative, the date of renunciation and termination of membership, and 
other details provided for in the Ridles. A member of the cooperative, his 
or her spouse, and a creditor of a member or the cooperative shall be entitled 
to examine the register. 

Art. 31. The board cf the cooperative shall furnish each member at his 
request with a copy of the Rules in force and enable him to get acquainted 
with regulations enacted on the basis of the Rules. 

Art. 32. § 1. A member shall have a right to appeal, within intra-o. 
operative -procedures. resolutions in matters resulting from the relatior. 
of membership to the organ of the cooperative indicated in the Rules. 
The Rules shall determine the prJnciples and mode of intra-cooperative. 
procedures, in particular. the time within which an appeal shall be lodged"i 
and examined. C 

§ 2. The term of instituting an appeal shall begin from the day on 'whichw 
a member was notified of n resolution in the manner Indicated in the Act 
o- the Rules of the cooperative. If a written notification is required, this 
term shall begin from the date of delivery of a nodification containing 
instructions as to the right ' appeal fron a resolution "within the term 
provided for in tleRules and as to the consequences of a failure to comply 
with the term. 

§ 3. The appellate organ shall 'examine an appeal instituted after the 
expiry of the term if the delay does not exceed six months and the appellant 
has justified it by exceptional circumstances. 

§ 4 The cooperative shall deliver to the appeilant a copy of the resolu
tion of the appellate organ together with its justification within two weeks 
from the date of adoption of the resolution. 

Art. 33. § I. Afte: exhausting the intra-cooperatve procedures provided 
for in art. 32 or after an ineffective expiry of the terms laid down in the 

Rules of the cooperative for the adoption of a resolution by the appellate 
organ, a member may vindicate his rights resulting from the relation of 
membership by legal process. 

§ 2. Lodging an appeal with the organ of the cooperative shall interrupt 
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the running of prescription or preclusion until the .ay of termination of 
intra-cooperative proceedings, but not for a period longer than a year 

from the day on which the appellate organ should exasriaie the appeal. 

Art. 34. The Rules 	may extend intra-cooperative procedures also to other 

between a member and the cooperative than those 
matters in relations 
providedaccordinglyfor in art. 32Intra-cooparatlve1. The proceedingsof In32suchand 33 2apply to § provisions art. matters.art. § shall 

C hapter IV 

Organs of the Cooperative 

Art. 35. 6 I. The organs of ,the cooperative shall be: 

1) general meeting, 

2) supervisory council, hereafter called "Louncil", 

3) board, 

meeting has been replaced by4) i-n cooperatives in which the general 

a meeting of delegates - meetings of groups of members (art. 59). 


§ 2. The election to the organs of the cooperative referred to in the 

preceding section shall bc by secret ballot from amongst an unlimited 

number of candidates. The recalling of a member of the organs of the 

cooperative shall also be by secret ballot, 
§ 3. The Rules may provide for setting up organs other than those 

mentioned in § 1, composed of members of the cooperative. In such a case, 
the Rules shall specify the powers of these organs and the principles of 
elect!on and recalling of their members. 

J 4. Unless the Rules provide otherwise, only votes cast for and against 
majority of requiredIn calculating the votes a resolution shall be considered 

for the adoption of the resolution by an organ of the cooperative, 
§ 5. The mode of convening meetings of the organs referred to din § 1 

points 2-4 and § 3 and the manner and conditions of the adoption of reso-

lutions by these organs shall be defined in the Rules or in the standing 

orders of these organs provided for in the Rules. 

D I V I S I O N I 

GENERAL MEETING 

Art. 36. § 1. The general meeting shall be the supreme organ of the 
cooperative. 

§ 2. A member-may take part in the general meztIng only in person 
unless the Act provides otherwise. Legal persons, enembers of the cooperative, 

shall take part in the general meeting through a -plenipotentiary appointed 
for the purpose. A plenipotentiary may not represent more than one mem-
ber. 

.J 3. Each member shall have one vote Irrespective of the number of 

shares held. The Rules of a cooperative in which membership is open 

exclusively to .gal persons, may set fi different principle ol determining 
the .number of 'vots-.t.i -Which members bhalf be entitled. 

§ 4. Representatives of appropriate central unions and of the Supreme 

Council sha.. have right to participate in general meetings with consultative 
voice. 

At 7 .TeRtlsmy.rvd~hti 	 h ubro ebr 
Art. 37. § 1. The Rules may -provide''that if the number of members 

shall be replaced 	 by
exceeds a number fixed therein, the general meeting 

a meeting of delegates. In such a case,, the. Rules shall define the principles 
of fixing the -number of delegates and of their election as well as the term 

of office. 
§ 2. Tho provisions of this Act and of the R4les concerning general 

meetings sh.al accordingly apply tomeetings of delegates. 
§ 3. All members of the cooperative'*shall be notified of the date, place, 

and pgenda of a general meeting In, the' manner -pecified in the Rules. 

Art. 38. § 1. The 	 excltisive powers of the general meeting shall include: 

adopting the lines of development of economic and soclo-educatlonal 

activity; 
2) examining reports of the council, approving annual reports and balance

-sheets, and passing resolttions in the question of motions submitted by 

members of the cooperative, the council, or the board, and giving a vote 
of approval to the 	members of the board; 

3) passing resolutions in connection Iwith a post-audit evaluation of the 

activity of the cooperative; 
4) passing resolutions in .the question of division of the balance surplus 

or the manner of covering losses;CD
the question of sale of immovables and sale

5)'passing resolutions in 

of an establishmri" "' 
8) defining the ceiling on the obligations which the cooperative may 

incur; 
7) passing resolutions in the question of a merger of the cooperative, 

a division of the cooperative, and an accession of an organizational unit of 
the cooperative to another cooperative as-well as liquidation of the coopera
tive ; .- 1 " *_., :'. 

8) examining appeals against rsolutions of the council within intra
-cooperative proceedings; 

9) adopting amendments to the Rules; 
10) passing resolutions in the question of accession of the cooperative 

to a union or withdrawal therefrom; a resolution on withdrawal from 
a central union sha:ll comprise a provision concerning accession to another 

central union; 
l1) authorizing the board to act toward the establishment of a cooperative 

union; 
12) electing delegates to a congress of the union in which the coopera

tive is associated. 
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§ 2. The Rules may equip the general meeting h exclusive powers 

regarding the passing of resolutions also in other matterb. 

shall be convened by the board at leastArt. 39. § 1. The general meeting
gend coninonceaear within s§x -monthsofThe he bytear 

once a year within six months of the end of the accountkng year. 
§ 2. The board shall; .aloconvene the general meeting it the request of: 
1) the council, 
2) the appropriate central union, 
3) at least one-tenth of the members, but not ferer 

unless this right has been reserved in the Rules for 
of the membershipv 

§ 3. In cooperatives in which the general meeting 
a meeting of delegates, the board shall convene it 
of groups of members representing at least one-fifth ofof the coopernative.io 
of the cooperative. 

§ 4. The request to convene the general meeting 
in writing and indicate' the purpose of its convocation. 

than three members, 
a bigger proportion 

ha3 been replaced by 
also at the request 
the total membership 

shall be submitted 

and3, (met~gex,.iudedI rfered eneal§'5.o Incass§ he eetng .(meeting'5.. In cases referred to In 2 arnd 3, the general meeting 

of delegates) shall be convened 3t such a date so as it could be held within n 
six weeks from the day of submission of the request. Unless this takesplac, te gnera onvnedbymetin cuncl ortheproermaybe te 
place, the general meetng may be convened by the council or the proper 
central union. 

Art. 40. § 1. The members of the cooperative and the appropriate central 

union shall be notified of the date, place, and agenda of the general meeting 
in the manner and at the date specified in the Rules of the cooperative. 

§ 2. Those entitled to request the convocation of the general meeting 
(meeting of delegates) pursuant to art. 39 § 2 and 3 may also request the 
Inclusion of definite matter3 in its agenda providing they make such 

th bythedata reuesb Rues.was fixd 
a request by the date fixed by the Rules. 

Art. 41. § 1. The general meeting may paas resolutions exclusively in 
manners included in the agenda of the debates as announced to 
in the manner and at the date specified in the Rules. 

§ 2. Resolutions shall be passed by a simple majority of 
the Act or the Rules require a qualified majority of votes. 

§ 3. Minutes shall be drawn up of the general meeting, 

be signed by the chairman of the general meeting and by 
indicated in the Rules. indcatd i th Rues.Art. 

the members 

votes unless 

which shall 

other persons 

§ 4. The minutes shall be available for inspection to the members of the 
cooperative. The. board shall send a copy of the resolutions of the general 

meeting to the appropriate :central union within a>month of the holding 
of the meeting. - 7 

§ 5. The board shall keep the minutes for at least ten years unless 
regulations concerning the keeping of records provide for a longer time. 

Art. 42. § 1. The resolutions of the general meeting shall be binding on 

all members of the cooperative, 

§ 2. A mrnem of the cooperative may appeal any resolution to the 
court on account of its being inconsistent with the law or the provisions 

of the Rules. 
§ 3. An action for resc!ndling a resolution - the general meeting shall 

be brought within six weeks of the date of the general meeting; if the action 
is brought by a member absent from the general meeting due to irregularities 
in the convocatio. of the meeting - -within six weeks of the day on which 
the member learnt of the resolution, but not later than before the lapse of 
a year from the day of the holding of the general (meeting. 

§ 4. If the Act or the 'Rules require that a member be notified of the 

resolution, the term of six weeks referred to in the preceding section shall 
run from the day o: notification in the manner prescribed in the Rules. 

§ 5. The court may- take no notice of the expiry of the term referred 
to in § 3 if upholding a resolution would have especially painful effects forwud av spcily aifl ffcs o 
the member -while the delay In appealing the resolution is justified by 
exceptional ircumstances and is not excessive. 

also apply to a member§ f. ne provisions of register In* the case. appaling resolutionor struql? opg thethe preceding sections shallof a 

exclusion strkinoff rg to a ononexui oror off.TheThe rightt th aprealaplinresolutionresolutionexclusionstriking a 

r striking off shall not be vested in other members of the cooperative. 
§ 7. A judgement of the court rescinding a resolution of the general 

meeting shall have legal force with respect to all members of the cooperative. 

Art. 43. § 1. The board of the appropriate centr'al union may appeal 
to the court a resolution of the general meeting on account of its being 
inconsistent with the law or the Rules within four weeks of the day of 
learning of the resolution, but not later than before the lapse of a year 'J 

from the day of the holding of the general meeting at -which the resolution'r 
wn adopted.

§ 2. The central union may not appeal a resolution of the general meeting 
deciding of the establishment or termination of membership in the cooperative 
or directly shaping the Individual property rights of a member of the 
cooperative. 

DIVISION 2 
SUPERVISORY COUNCL 

44. The cotmcil shall exercise control and supervision over the acti .dty 
Aft. 44oec hi tsh t 

Art. 45. § 1. The council shall be composed of at least three members 
elected in accordance with the provisions of the Rules by the general meeting, 
meeting of delegates, or meetings of groups of members. 

§ 2. Only members of the cooperative may be elected to the 

If a legal person is a member of the cooperative, a person indicated 
legal person who i- nbt a membe-"may be elected to the council. 

§ 3. If the members of the council are elected by meetings of 

council. 
by the 

groups 
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of members, the number of members of the council ,...cted by the individual 
mteetings shall be in proport'on to the number of members of the cooperative 
grouped in each 9f these organs. 

§ 4. The term of. office of the council shall be determined by the Rules. 
§ 5. Prior to the expiry of the term of office, a member of the council 

may be recalled by a two-third majority of votes by the body which has 
elected him 

§ 6. The cooperative may dismiss a member of the council from work, 
or. change the conditions of work and remuneration, only In cases In which 

n ermis meberof.theArt.theschabor Cdeationwit repec to 

works -trade -union authority. This provision shall accorlgly apply to 
members of the council working on a basis other than an employment 
contract, 

Art. 46. § 1. The scope of activity of the counail shall include: 
1) adopting economic plans and programmes of socio-educational activity: 
2) supervision and auditing of the activity of the cooperative, in particular: 

a) examining periodical reports and balance-sheets; 
b) carrying out periodical evaluations of the execution by the cooperative 

of its soclo-economic tasks, with special emphasis on the observance by the 
cooperative of the rights of members; 

c) supervision over the manner of settlement by the board of motions 
submitted by organs of the cooperative and its individual members; 

in the question of purchase and encumbrance of3) passing resolutions 
imrnovables and purchase or sale of an establishment. The Rules may also 
make contingent the purchase or sale of other fixed assets of a defnite kind or 

value, and the incurring of money oblgations in excess of a ceiling determined 
by the Rules, on a prior resolution of the z--uncl; the Rules may also authorize 
the council to fix this sum: 

4) passing resolutions In the question of accession to other social and 
economic organizations and withdrawal therefrom; 

5) approving the organizational structure of the cooperative; 
6) examining complaints about the activity of the board; 
7) submitting to the general meeting reports containing, in particular, 

results of audits and evaluation of the balance-sheet; 
8) passimg resolutions in the question of legal transactions between the 

cooperative and a member of the board and representing the cooperative 
I-Athe course of such transactions; two mem'bers of the council authorized 
by it shall suffice to represent the cooperative. 

§ 2. The Rules may reserve still other powers to the council. The Rules 
may also turn over for the exclusive competence of the general meeting 
the passkig of resolutions in all or some matters referred to in § I -points 1, 
3, and 5; in such a case, the Rules may provide for naming the council 
"auditing commission". 

§ 3. The Rules may provide for the election by the council of dts 
praesidiu.m. In such a case, the Rules may also stipulate that in periods 

between the eetings of the councli the praeidi.urn fhall be empowered 
to pass resolutiona in matters referred to In § I point 2 letter c), points -6 
and 8 and in matters reserved for the scope: of activity A the council on 
the basis of § 2. 

§ 4. With a view to the execution of its tasks, the council may demand 
from the board, the members and employees of the cooperative any reports 
and explanations, examine books and documents, and directly check the 
financial position of the cooperative. 

47. The board of the appropr~iate central union may appeal a resolu
tion of the council to the court an account of Fs inconsistency with the 
law or the Rules. An appeal from a resolution of the council shall interrupt 
its execution fcr the duration of the legai proceedings unless the court rules 
otherwise. 

DIVISION 3
 
BOARD
 

Art. 48. § 1. The board shall direct the activity of the cooperative. 
§ 2. The adoption of decisions ant reserved in the Act or the Rules 

for other organs shali be the competence of the board. 

Art. 49. § 1. The board shall be composed of at least th.-ee members 
of the cooperativ. If a legal person is a member of the cooperative, a Person'. 

may be elected to thewho is not a member, appo!nted by the legal person, 

board. The Rules of the cooperative may specify the requirements which 
a member of the -board shall meet. 

§ 2. Members of the board, including the chairman and his deputy, 
shall be elected by the council or the general meeti-ng according to the 
provisions of the 'Rules. 

§ 3. The organ which elects the members of the board may recall them 
atany time. 

§ 4. The general meeting may recall those members of the board whom 
it has not granted a vote of approval (art. 38 § I point 2) irrespective 
of which organ elects the members of the board according to the provisiois 

of the Rules. In this case. the provision of art. 41 § 1 shall not apply. 

Art. 50. § I. If the Rules provide so, a member of the board elected 
by the general meeting may be suspended in his functions by the council 
in case his activity 's inconsistent with the law or the Rules. 

§ 2. Suspending. a member of the board In his functions, the council 
shall pass resolutions indispensable for the proper management of the activity 
of the cooperat've and Immediately convene the general meeting. 

§ 3. A suspended member shall be immediately -notified of the suspension 
i-n written form, with the reasons for the suspension stated therein. 

Art. 51. § 1. If an audit reveals grave violations of the rrovisions of the 
law or the Rules in the activity of a member of the board and the proper 

co
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organ of the cooperative does not recall him witiln-a period fixed by the 
appropriate central union, the board of that union may rmcall him within 
four weeks of the day of the expiry of the term set for the cooperative, 

§ 2. The cooperative and a recalled member of the board may appeal 
a resolution on the recall to the court within two weeks of the day of 
delivery of the resolution along with justification. The council shall represent 
the cooperative before the court, 

Art. 52. § 1. The council of the cooperative shall establish with the 
members of the board employed 4n the cooperative a relation of employ-
ment - depending on the post entrusted - either on the basis of an employ
ment contract or an appointment (ar . 68 of the Labour Code). This shall 
not concern Industrial productive cooperatives, in which the members, 
regardlei of the post, shall be employed on the basis of a cooperative employ-
ment contract, and those agricultural productive cooperatives in which 
a relation o2 membership ds the basis of performance of work by members. 

§ 2. The recalling or suspension of a member of the board shall not 
prejudice his rights resulting/ from the relation of employment or another 
legal relation, the subject of which is performance of work. 

§ 3. In case of recalling a member of the board employed in the 
cooperative on ti.., basis of an appointment, the right to recall him from 
his post shall be vetted in the board of the cooperative, 

Art. 53. 6 1. The Rules may provide that the day-to-day economic 
activity of the cooper, tive shall b- managed, within the framework of the 
resolutions of the boar, by one of the members of the board or a person 
appointed by the board,, subject to the consent of the council, to the post 
of 	 manager (his deputy) of this activity. The effectiveness of such a provi-
sion of the Rules shall be dependent on defining in the Rules matters of 
essential importance for the cooperative, requiring resolutions of the board. 
The provisions of the Rules inthese matters shall not preclude the powers 
of 	 the board to pass resolutions in any matters concerning the day-to-day 
activity of the cooperative, 

§ 2. The person managing the day-to-day economic activity of the co-
operative shall be the manager of the cooperative as a place of work within 
the meaning of the Labcur Code. Also the person managing a separate 
organizational and economic unit of the cooperative shall be- a manager 
of a place of work in this meaning. 

Art. 54. § 1. Declarations of intent on behalf of the cooperative shall 
be 	 made by at least two members of the bonrd or one member of the board 
and a person authorized by the board (plent.;otentiary). 

§ 2. The declarations referred to 4a the preceding section shall be made 
in 	such a manner that the .per.-ons a-uthorized to make them shall place their 
signatures under the name of the cooperative, 

§ 3. Declarations addressed to the cooperative and made on its premises 
or in writing to one member of the board shall iave legal effect with respect 
to the cooperative. 

Art. 55. § 1. 2he board may empower a member of the board or another 
person to perform legal acts connected with the day-to-day :nanagement 
of the economic acti-ity of the -:ooperative (art. 53), or of a separate 
orgainizational and economic unit thereof, and also to perform .ts of 
a defi.rite type or speolal acts. 

§ 2. The Rules of the cooperative may make the granting of the powers 
by the board contingent on the prior consent of the council. 

JonOr PROVISIONS FOR THE COUNCIL AND THE BOARD 

Art. 56. § 1. A person may not simultaneously be a member of the 
council and the board of the same cooperative. In case of necessity, the 
coumcil may appoint one or several )r its members to temporarily act as 
a member (members) of the board. 

& 2. Members of the board and the council may not take part in a vote
o 	 matters concerning exclusively themselves. 

Art. 57. The council may not comprise persons mentioned in art. 53 § 2
 
and persons being a spouse of a member of the board or the manager of the
 
day-to-day economic activity or persons related by blood or marriage in the
 
direct line, and in the collateral line as far as the second degree of 
relationship. 

A 58. § 1. A member of the board or the council guilty of an act 
or shortcoming through which the cooperative has sustained a -loss shall 
be personally liable for it. 0o 

§ 2. The provisions of the Labour Code concerning the financial respon- -
sibility of employees shall apply to the liability of -members of the board 
and the council. In cases in which these provisions set the upper limit 
of damages, they slia'l amount -with respect to members of the board or 
the council not employed in the cooperative to a sum equal to the lowest
 
six-month pay of workers employed in socialized establishments, determined
 
in separate regulations.
 

DIVISION 5 
MErNCs OF CaOUPS OF MEMBERS 

Art. 59. § I. In cooperatives in which the general meeting 'has been
 
replaced by .t meeting of delegates, the meetings of groups of members
 
shall also be organs of the cooperative. The Rules shall determ.ine the
 
participation of members in 
 these groups on the basis of residing in a defi.nlte
 
area, being employed in the same cooperative establishment, the community
 
of professional int.,rests, or other principles laid down !n the Rules. Each
 
member shall part.oipate only in one meeting of a group and be entitled
 
to 	one vote.
 

§ 2. The powers of the meetings of groups of members shall include:
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Art. 6t. § 1. Members of the works committeE, f employees shall be Clhapter VII 

elected by secret ballot from amongst the employees who have worked The Economy of the Cooperative 
In the cooperative for at least one year, excluding members of the board 
of the cooperative, the manager of the establishment, his deputies, the chief Art. 67. The cooperative shall conduct economic activity on the basis 
accountant, an6 the legal counsel. Each employee (delegate) shall have of ec'onomic accounting, ensuring benefits to the members of the cooperative. 
a right to propose candidates for members of the comittee. The require- The activity of the cooperative shall be financed out of its own funds, which 
ment of one year of service shall not apply to newly organized establishments. may be -upplemented by bank credits and other financial resources. 

§ 2. A member of the works committee of employees shall retain the 

right to remuneration for periods of absence from work on account of Art. 68. The cooperative shall be liable for its obligations with all its 

performing his function durng working hours. property. 
§ 3. The termination by the employeer of an employment contract -with 

a member of the works committee of employees during the term of office Art. 69. The cooperative shall conduct economic activity on the basis 
of this committee shall require the consent of the committee. Also, the of plans elaborated Andependently. These plans shall, according to the 
cooperative may not, without the consent of the committee, change during provisions of the Rules, be adopted by the general meeting or the council 

this time the conditions of work or pay of a member of the committee to of the cooperative. 
his disadvantage. These provisions shall (ot affect regulations concerning Art. 70. The proper people's councils and organs of state administration 
termination of employment contracts without notice. shall cooperate with cooperatives in the execution of their ,.oco-economic 

Art. 65. § I. The detailed principles of organization of employee self- tasks and extend appropriate assistance to them, in particular, to youth 

-management, the composition and mode of activity of its organs, their cooperatives. 

term of office, and the principles of holding elections shall be defined by the Art. 71. § I. The proper organ of state administration shall have a right 
rules of the employee self-menagement. to impose on the cooperative the obligatoz, to Introduce tasks into the plan 

§ 2. The first general meeting of employees of the establishment shall or assign unplanned tasks if this is Indispensable because of the demands
be convened by the manager of the establshment, of defence of the country or in case of a natural calamity. 

§ 2. In the case referred to in the preceding section, the proper organChapr.. VI 
of state administration shall provide the cooperative with means Indispen-

Amendments to the Rules of the Cooperative sable to carry out the imposed task. 

the task shall take place on the basis of an§ 3. The execution of 
Art. 66. § I. An amendment to the Rules of the cooperative shall require agreement concluded between the cooperative and the organizational unit 

a resolution of the general meeting, passed by a three-fourth majority of i-ndicated in Imposing the task. 
votes. § 4. In case of sustaining a loss in the course o1 execution of a decision 

-§ 2. An amnendment to the Rules concerning the subject matter or the of the organ referred to in § 1, the cooperative may claim damages from 
territory of activity shall require a statement of purposefulness. The this organ. Disputes over this issue shall be resolved by the court. 
provision_ of art. 5 § 3, 4, and 5 shall apply accordingly. 

§ 3. The board shall b6 obliged to report a resolution on an amendment Art. 72. § 1. If the cooperative undertakes, on the basis of an agreement 

to the registration court within a month from the day of its adoption or with an organ of state administration, unprofitable activity to. satisfy 

the obtainment of a statement of purposefulness, enclosing two copies of the Indispensable social needs, the organ shall be obliged to provide financial 

minutes of the general meeting and, in the case referred to in the preceding and other means Indicated in the agreement to make po~sIble the conductng 

section, also a statement of ptirposefulness of the amendments introduced, of this activity on the principle of profitability. 

In cae of a refusal to Issue a statement of purposefulness, the provisions J 2. DIsputes resulting from agreements referred to in the preceding 

of art. S;shall apply accordingly. section shall be resolved by the court. 

§ 4. An amendment to the Rules shall not have legal effect prior to its Art. 73. The cooperative may obtain subsidies from the state budget 
entry into the register. to finance the production of goods and the rendering of services up to the 

amount fixed in the Budget Act. 

Art. 74. § 1. The Minister of Finance may, on the request of the 

appropriate central union, grant allowances to youth cooperatives. 
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§ 2. The ;:'uth cooperative shall be taken to be * tooperative organized 
by the youth, the Rules of which provide for allocatln& a part of the balance 
surplus to finance the statutory activity of a youth organization, 

Art. 75. The lawful profit of the cooperative, after deducting the -income 
tax and taidng Into account Its share In the financial result of other 
organizations, shall constitute the balance surplus. 

IArt. 76. § I. The balance surplus shall be divided on the basis of 
a e n of the general meeting. At least Q per cent of the balance 
surplus shall be allocated f.or Increasing the resource fund. In justified 
cases, upon the application of the cooperative, the appropriate central union 
may consent to a lowering of the allocation for the resource fund. 

§ 2. The congress of delegates of the central union shall determine the 
amount of payments out of the balance surplus to the development fund 
created at the central union and destined for extending aid to the associated 
cooperatives and taking up tasks facilitating their activity, 

Art. 77. § 1.The part of the balance surplus left after making the 
payments referred to in the preceding article shall be allocated for purposes 
defined in the resolution of the general meeting, notably for creating and 
increasing the special-purpose funds of the 'cooperative, for division among 
the member-, for bonuses and rewards to the members and employees of the 
cooperative, and soclo-educationalThe ay m nts ofut oft e ba social housingfor t e p rt activity, and purposes,anc su pl u for bon ses anda 

The payments out of the part of the balance surplus for bonuses and 
rewards to the employees, and in Industrial productive cooperatives also 
to members on account of a contribution of labour, shall not be included 
in the basis for calculating the tax on p~ytionsunions, and social Insurance contribu-
tions. 

§ 2. If the division of the part of the balance surplus among the members 
is to be effected in the form of an interest on shares, the rate of interest 
may not exceed by more than 50 per cent the highest rate of interest on 
personal fixed-term savings deposits. 

Art. 78.'§ I. The cooperative shall create the following funds: 

1) the share fund, made up of payments of member's shares; 
2) the resource fund made up of payments by members of the admission 

fee, a part of the balance surplus, property received free of charge, and pres-
cribed or precluded liabilities. The resourco fund shall be increased by the 
value of fixed and other assets financed out of the funds of the coopera-
Uve for investments and decreased bylthe fixed.and other assets liquidated or 
sold, and also by depreciation. Moreover, the resource fund shall be increas-
ed or decreased by sums resulting from a revaluation of the property in 
its part which is not accounted for to the budget. 

§ 2. The cooperative shall also create the housing and social funds on 
principles laid down in the regulations governing the finances of state 
enterprises. The cooperative may allocate a part of the social fund for finan-
cing joint undertakings conducted by the union of which it dG a member, 

Art. 79. § 1. "Irlttings off for depreciation from fixed assets and other 
values and rectipts from the sale or liquidation of fixed assets shall be 
allocated for financing investments and for the repayment of investment ere

dits. These resources shall be accumulated In a separate bank account. Free 
invest-ent means may be temporarily allocated for financing current eco
nor.ic activity. 

§ 2. The fixed assets serving the acclal activity of the establishment and 
the dwellin houses owned by the estibllshment as 'vell as the related assets 
shall mot be subject.to depreciation. ... 

Art. 80. The cooperative may create afunQ of technolgcal-economlc 1r
e which is Included In the costs f Isactivity or include the expenditures 

for this'purpos "in ts costs. "'" 

Art. 81. The cooperative may ceate'o"ther funds; the creation of funds. 
Included In the costs of act1vity of the cooperat.ve shall require the consent 
of the Minister of Finance. 

Art. 82. Running repairs and overhauls shall be included in the costs of 
activity of the cooperative. The costs of overhauls may be spread over 
a period of time.' 

Art. 83. § 1. The contributions .by the cooperative toward the execution 
byte poe ceral uionf t t h e inclaedtin the cto 
ay The e cntribution osallsbe a b thectiv ity . co n tribu tio n s coop erativ e theTh ese sh all be ,,paid by the cot direct tofto t 

cenTra u o 
§ 2. The provision of the preceding sectio shall accordingly apply to the 

cntributionshby cooperative tar heextto which thethe cooperativ'e has acceded. 

Art. 81. The. cooperative shall transfer to the budget an equivalent of the 
change of the value of reserves, or of a part thereof, resulting from a reva
luatian caused by a change of official or regulated prices. 

At.85. The co operati\e shall dnd pendently determine the amount of 

means for pay within its financial possibilities, according to the requirements 
of its activity, appylgng the prvilortsib, the Labour Code, the regutations 
concerning remuneration, and. the provisions of the appropriate collective 
agreements. 

Art. 86. The coqperatives producng goods or services for :export and those 
t imp. c...prtives hloyuc thgg ts re d 

shall enjoy the rights provided for in regulations
 
on the finances of state enterprises. 

Art. 87. § I. The rights and dutlesiof.'the chief accountants of cooperative 
organizations shall be defined by the Council! of Ministers by way of an order 
issued after consulting the central cooperative unions.. 

§ 2. The cooperative shall keep the accounts on the general principles 
laid down by the Minister of Finance after consulting the central unions. 
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Art. 88. § i.The iumual balance--heet of the cocq Atlve shall be subject and the orgawnJL the cooperative and att its enmployees shall be obhIged to 
to verificatlon in terns of honesty and correctness' by 'cudiltors or specialists offer him the required explanations and all assistance. 
authorized by the appropriate central union. Art. 93. 	§ 1. The auditor shall draw up a report -n his auditing aL.ivlty

2. The'principles of checking.the honesty and correctness of the annual and submit a copy of the report to the council and the board of the co
balance-sheet of the cooperative and of the ensuing f.inancial result shall be operative. The reports drawn up by the auditor according to thr requirements
laid down by the appropriate central union. set by the iproper central union shall have the force of official documents.

§ 3. The provision of § 1 shall also apply to balance-sheets constituting § 2. The board of the cooperative, at the request of a member of the co
the basis for accounting in case of a merger or division of the cooperative operative, shall be obliged to make the report on the audit available to him 
or accession of an organizational unit of the cooperative to another coopera- for inspection.
tlive. This shall also concern the list of thi components of property and the § 3. On. the basis of. the results of the audit, the appropriate central 
rights and obligations subject to traatsfer in case' of a division of the coopera- union shall evaluate the activity of the cooperative and issue recommenda
tive of accession of an organizational unit of the' cooperative to another co- tions in which it shall define the manner and the date of repairing the ir
operative. ' .	 regularities and shortcomings discovered.. 

Art. 89. 	 The ennuel report, together 'with an account o' the results, shall § 4. The evaluation of the activity of the cooperative, and the post-auditrecomnmendations issued on Its basis - after they have been examined bybe laid out the premises cooperative at least fourteen days before tecouncndan on eas shll esnedon of the 	 prpe b has - be 
a cnerl 	 achthe and an apropriate resolution has been passed shall be presentedthe themetigateof he whih tey re o beexanind. council 	 --date of 	 the neral meeting at which they are to be examned. Eachtoteexgnrameigalgwthaeptonheeaztonfte 

member shall have a right to inspect and copy them. 	 to the next general meeting along -ith a report on the realization of the

recommendations. 

Art. 90. 	 § I. The balance losses of the cooperative shall be covered out Art. 94. The appropriate central union may authorize an expert to carry
roffund- do their mart-exceeding the resource fund- o..o. out a partial audit in collaboration vith an auditor. 

the share fund and other funds of the cooperative, in the order determined 
by the Rules. The losses incurred in' the first yeat after the foundation of Art. 95. Detaled 	 instructions concerning the types (scope) of audits, the
the cooperative may be covered in the next year..-.. frequency of carrying out the full audit, the duties of the auditor, the manner

§ 2. If the funds of the cooperative do not suffice to cover the losses, the of carryihng out the audit and of drawing up the posts-audit report shall
general meeting may pass a resolution obligating members to:'pay in shares be issued by the appropriate central union. 
earlier than provided for by the Rules. 

Chapter IXChapter VIII . "-e WMerger 
of CooperativesAuditing • . -| 	 . 

Art. 96. 	 The cooperative may at any time merge with another cooperative %.0 
" 

Art. 91.§ I. The activity of the cooperative sl 11 be subject to audits by on the basis of resolutions of the general meetings of the merging cooperatives
the proper central union, carried out by the asuditdr.'Authorization to per- passed by a two-third majority of votes.
 
form auditing functions shall be granted to the au'dii"-by the central union.
 
The.-Supreme Counol, upon the,motion of the .ett rilio, may withdra .Art. 97. The resolutions on merger shall contain:
 
the authorization from the auditor. - .
 I) the name of the receiving cooperative;

2. The aim of auditing shall ,be to exfniinie the. legality, honesty and 2) the Rules .providing the bas.s for its ftrther activity;
frugality in the activity of the cooperative. Audits may embrace the whole 3) the date of merger. 
of the activity of the cooperative, some area thereof, or definite matters 
(questions). Art. 98. § 1. The accounting basis for merger shall be furnished by the 

balance-sheets of the merging cooperatives drawn up at the end of the
Art. 92. § I. The auditor shall notify the council and the board of the account year or half-year. The checked balance-sheets shall be presented to 

beginning of the audit. Members of the council shall have a right to parti- the general meetings prior to the adoption of resolutions on merger. These 
cipate in the audit. meetings shall -be convened Immediately after the balance sheets of the merging

§ 2. The auditor shall be empowered to examine .the books and all do- cooperative.r have been checked. 
cuments in the cooperative being audited and to check its financial standing, 	 § 2. Unless the general meetings of the merging cooperatives decide other
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wise, the division of the 'Surplus shall be effected parately, according to 
balance-sheets for the day of merger. 

Art. 99. Merger and, the" resultant changes In the Rules shall have effect 
as of the day of thelir entry Into the register, with the exception provided for 
In art. 102 S i. 

Art. 100. Members who at the moment of merger belonged to the received 
co-erative shall become members of the receiving cooperative. Payments 
on account of shares shall be credited to members ¢f the received cooperaUve 
at the amount which reults from the sum of themined in the tags&nce-sheeL received share fund deter. 

Art. 101. In effect of merger, the property of the received cooperative
shall be transferred to the receiving cooperative, and debthe creditors and

tors of the former shall become creditors and debtors cf the latter. 


Art. 10.. § t Immediately -fter the adoption of resolutions on merger,
the board and council of the recelved cooperative shall be replaced by the 
board and council of the receiving cooperative.

1 2 The board of the receiving cooperative shall be obliged to immediately
notify the resolution o, merger to be entered into the registres of the merging
cooperatives Changes in the Rule. resulting from mefser of ccoperati.es
shall not require a statement of purposefulness. 

43. If the resolution'=sof the gerleral meetings on merer so provide, the 
cooperative shall, Immediately after the entry of the merger into the register.
elect the board and the council. 

ChaPter X 
Accession of an OrganIzation-I Uitt of (he Coopcrallhe to Another Cooperative 

Art. 103. 1 I. Members af the cooperative whose property rights and 
gations ar. connect',d with an organizationally independent unit of the co-
operative may decide, at *a meeting (meetings) specially convened for the 
purpose, by a two-third majority of votes, to ask the general meeting of thecooperative to pass a resoluUon on the accession of this unit to another co-
operative with 'he same or similar subject matter of actlivity and on the traru-
fer of a part of members to that cooperative. 4uch a meeting (meetings) shall 
be convened by the board of the cooperaUve on Its own Initiative. on tnemotion of another organ of the cooperative or o! one-third of the members 
concerned. 


§ 2 Acce:.Aon shall require resoluttons of the general meetings of thereceiv,ng and the transerring cooperative The resolulo-u shall contain 
1) the names of the receiving and the transferring cooperaUve; 
2) the list of members or the Indication of groups of members passing 

over to the receiving cooperative; 
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3) 'approv, .' ,tthe accounUna buas.for accession; 
4) the date of accession .... -,.l,.,-f , 

43. Accession may not'lessen . the . Accession property. rights acquired by membersI .. A 
Art. "04. The Iacouijt basis,for .the accession of an organlzAtifnal uwr 

shall be furnished by It-, belance-sheet,'and If it does not have its own ba 
lance sheet, a list of co.nponentU of property and of rights and obligations tibe received. The checked balance-sheet or list shall be presented to tht 
general meetings of both cooperaUves prior to the adoption of reolution 
on accession. 

Art. 105. If. In effe:t of"accesslon. a change Is Introduced In the Rulewhich conccrns exclusively the territory of activity, the general meeting ma 

adopt this change by a simple majority of votes. 

Art. 106. § 1. The boards of the receiving ad the transferrIng cooperativ, 
immediately after the general meeting of these cooperatves have adopted re
solutions on accession, shall submit motions for making entries about acces 
sion In the register. The motions sha.l Include transcripts of the resolution 
of the ge--eral meetings on accession, and If the access!on resulted In a"
Amendment to the Rules of the cooperative - also a transcript of the resolu 
lion on thls amendment. Amendments theto Rules resulting fro.m acces 
slion nf ar.rgeni-atonaul unit not a ofshall require statement pmrpo-.efulne.: 

9 2 Upon making In the register the entries referred In the p-ecedinto 
sectlon. the ricelnig co perative'shall enter Into the relations resulting fror. 
enployrment c sflacts condcl dze tetV4n ' the transferring cooperative an 
the employees passing terover to the -reiin'gcooperative. Itf an employee
minates the employment contract within a month from the day of malcnthese entries, the d i ssolution of the employment In effect of this termlnatoshaU have such consequ.,eiwhich the provtIons of the law connect with th 
dissolution of the contract the by way of1-i employer termination wi. 
the ;-.!serv.;tlon ,'esulting from ! 3.I I An. employee obliged, in connection with the dissolution of he afmplo) 
ment contract in the r.anner provided for In the preceding sccion. to vacht 
a dwej!in. owned by the employer, shall not be enUtlcd to a replacemen' 

Art. 107. -Te appropriate provisions of art. 100 and 101 shall apply I 
accession. except that both cooperatives shall be jointly responsible to credto 
for obligat!ons accepted. 

Chapter XI 
Division of the Cooperative 

Art. 106. § I The cooperative may divide, on the basis of a resoluUo 
of the cencral meeting, passed by a two-third malority of votes, in such a wa 
that the separated part forms a new cooperative 

2 Tte resolution on the division of the cooperative shall contain: 

4 
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1) the came of the original cooperative and or the cooperative formed 
In effect of the division; 

2) the list of muembers or the dodication of groups of members passing 
over to the newly established cooperative; 

3) approval of the balance sheet of the cooperative and of the plan of 
division of property components and of rights and obligations; 

4) the date of division of the cooperative. 

Art. 109. § 1. Immediately after the adoption by the general meeting of 
a resolution on the division of the cooperative, a meeting of members pas-
sing over to the new cooperative, and if the resolution on the division of the 
cooperative has been pasad by the meeting of delegates - a eeting of the 

delegates who are passing over as members to the new cooperative, shall:
1) adopt the Rules of the new cooperative; the Rules may not lessen the

property rdghts acquired by member;
2) elect those oras ooea ivehch, inkeeping the adop-whh with 

ted Rules, shall be elected by the general meeting. 
§ 2. The adoption of the resolutions referred to ;n the precedingshall require a simple majority of votes. section 

sh l 3.qI ir i perao iy oe.2paeiglvewt cof the i ofo pr.e number
§ 3. If the number of members pasng over to the new cooperative is 

smaller than the number of members required by the Rules of the orginal 
cooperative for replacing the general meeting the meetingwith of delegates,the resolutions referred to in § I shall be adopted, within a month from 
the day of the adoption of the resolution on the division of the cooperative, 
by a meeting of members passing over to the new cooperative. The meetingshall be convened by the board of the original cooperative, notifying the 
interested members in writing of the date of the meeting and its agenda. 

Art. 110. § I. The board of ihe original cooperative, within seven days 
from the adoption of the Rules of the new cooperative, shall request the ap
propriate central union to issue a statement of purr:p.etulness of the foun-dation of the new cooperative. The provisions o; art. 6 § 3-8 shall apply
accordingly. 

J 2. If the board of the new cooperative has not been elected yet, the
election shall be held immediately after the issuance of the statement of pur-posefulness referred to in § 1. 

§ 3. The board of the new cooperative, rwithin fourteen days of receivingthe statement of purposefulness, shall submit an application for entering the
cooperative into the register, and the board of the original cooperative - an
application for making in the register an entry about the division. One
transcript of the resolution of the general meeting and the statement of pu:-
posefulnes shall be canclosed to each of these applications. Moreover, the
provisions of art. 7 § 2 and 3 antid art. 8 shall accordingly apply to the ap-
plication for entering the new cooperative into the register. In case of the
refusal to issue a statement of purposefulness, the provisions of art.apply accordingly, except that the application shall be submitted 9 shallwithin 
fourteen days. 

Art. Ill. In effect of the division of the cooperative, the new cooperative 
upon its registration, shall acquire the property components and rIghts and 
obligations resulting from the plan of division. To this extent, the creditors 
and debtors of the original cooperative shall becomeof the prevous and the debtorsew cooperative. However, the creditorscooperativeand dewshall 
be jointly respble for liabilities which arose before the division of the 
cooperative. 

Art, 112. The provisions of art. 100, 105, 106 § 2 and 3 shall accordingly
apply to the division of the cooperative. 

Chapter XII 

i uhArt. 113. '§ I. The cooperative shall go into liquidation;
 
I) after the lapse of the period for which, according to the Rules, the
 

cooperative has been founded;2) in effect of a decrease of the number of members blwtenme mber 
members n efc thefanewd ces the cooperative raises the number 

of members up to the required number by the date set by the appropriate 
Indicated in the Rules or the law unless 

central union;
3) in result of concordant resolutions of the general meetings passed bya three-fourth majority of votes at two consecutive general meetings held 

at an interval of at least two weeks.J 2. In the cases referred to In the preceding section, the board of the 
cooperative (the liquidator) shall report the beginning of the liquidation to be 
entered into the register and notify of this the proper central union. Unlessthe board does so, the proper central union shall report the liquidation and 

appoint liquidators. 
Art. 114. § I. The board of the appropriate central union may adopt a re

solution on the cooperative going into liquidation if:
1) the activity of the cooperative shows blatant and persistent violations 

of the provisions of the law or the Rules;
2) the cooperative has not conducted economic activity for leastat 


a year. 
§ 2. The cooperative appeal resolution the referredmay the of board 

to in the preceding section to the court within six weeks of the day of it:
delivery together with justification. In case the resolution has -not been ap
pealed within the prescribed period or If a decision on dismissing the appea 
or qvashing the: proceedings has become final, the appropriate central unlo.
shall report the opening of uquldation to be entered into the register a.n. 
appoint the Liquidator. 

Art. 115. Unless the ccoperative has commenced economic activity withi 
a year from the day of its registration and if it does not possess property, 

!.
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may be struck off the register on the motion of the proper central union 

without liquidation proctedints,
Art. 116. § !. A cooperative put in liquidation onArt. 16.pu coopratie the basis Of art.In lquidtion n th bass of rt. 113 5 I13point 3 may. before the Ipse of a year from the day of the adoption of thesecond resolutlo.,!he basis of a of the general meeting on liquidation. retore 4ts activity 'nresoluUon of the general meeting passed by a thret-fourth 
majoriy of votes. 

2. The board or the liquidator shall immediately reportthe restoration the resolution onof the activity of the cooerative to be entered intoster, enclosing a transcript *of the the regi-minutes of the general meeting. The courtshall annou.ace the entry In the Monitor SpdIdziliczy. 

ti.e on pril.cples provided for in art m ee h e 
Art. 118. § I The liquidators of the cooperative may be members of thelast board or personis ele:ted 
by the general meeting unless the I&Wt. provides


otherIse. 
o 2 The ;quidaior need not be A rmemther of the cooperative. A legal pet.4 3 The council of the cocperatl.e shall conclude a contract 'ith the

liquidator on Performing the liquidation functionscouncil encounters serious difficulties or In case the governitng of thewhen the liquidator has beentedJ by appoln.the proper cantral unio, the contract with the liquidator shall be
concluded by that union. act4ng on behalf of the cooperatveArt. 119. 1 1. The regulations concerning members of the board of thecooperatve shall accordingly apply toliquldalon provlde otherwise the liquidator unles the regulations on 

§ 2 The liquidator may not transact ne%% business unless this Is necessary(or liquidation The organ %'hich has appointed the liquidator may Impose
further restrictions .jpor.
hint Such restrictionsed by the liquidator to te enfered into the regi.iershall be Immediately report.. . 
5 3 If the convening of th'e general meeting orlive encounter'. serious difficulties, the proper central 

the coumcll of the coopera.
liquicator to perto-rn union may authorize thefunctions of a definltt kind which require a resolutioncf the council or the general meeting of the cooperative.


; 4 The liquidator may be recalled at any tim, by
appo!nted the orcan -which hashim. Moreover, the. liquidator may be recalled for !mportant rea-sons by the central union,

f S The orra.n which has 
 recalled the liquidator shall simultaneouslhappoln! another one 
5 6 In case Of reeallt-fg the. liquidator, the provision of 

.3) 
art SI 5 shall 

• " :'.;1 " r~c('::£1y4) 


Art. 120. The Po.,ersregister granted previously and subject to entry Into theshall expire as of the day of entering the opening of Uquidaluon
Into the register, 

445
 

Art. 121. 4§ 1. A cooperative L Ilqu!daUon Shall retain itJ previous name 
with the addition of the words: 'I hquIdallon".behalf of the cooperative, observing the62. A legal person aponeda iquidatorshlpefrregultlons governing lgaacsothe performance
of legsal acts by that person. 

Art. 122. The liquidator. immediately afttr his appcintment. shall1) submit an applicauon for entering the op.-w1ng of the lqudation ofthe cooperaUve Into the regLster, It.thil hit not been donethis the proper ceh'ralunion; .-
yet. and noufy of 

2) noilfy the:,banks financlng.h-.J, Vooerative and the proper hnancialo'n "orgns of theope-ng -of the UquIdatticriipf,the cooperative;3) post in Monitor Sp6ldzaleczy. an anrnoun.ement about the openingthe liquidation of the cooperative and 
O: 

call on the creditors to make claimswithin six months of the day of the anaouncement;4) proceed to drawing up the balance sheet as of the day of the openingof the liquidation and the List of liabilities of the cooperative;
5) draft the financial plan of the liquidation and *he plan for meeting theliabilities 

Art 123 During liquidation, the provisions of art. 23 and 00 1 I shall notapply

Art. 124. § I The liquidator shall notify the creditor in wvltngr to saif The la of thesade otifo

refusal to satisfy the clani 
the d yo f aiing themade within four weeks of the day of making the
l2. s he rur.-tlng of prescription 

foror preclusion shall be interrupted 
t 2. iod rrr in th precein oec on sthe peiiod reaerred to In the preq:edtng lecton.3 The admission by the
r q:ldator of claim made shall rnterupi thethe claim hos been admitted in wrItpc 

n 
Art. 125. J 1. The dues of the cooperative shall be paid In the following

order: 
1) the costs of the liq'%Idatlon;
2) the dues resulting from the "relation'of employment .,ndwhich the provIsIons the dues toof the law ektend he same protection as to thefrom the relation of employment, as 

dues
well-.a damagesderangement of health, or death, 

on account of ar injury,
Including damagesaerandn on account of accidentsto a deases; 

at work and occupathonal diseases;
,cab and other dnes to which the reulatlons coaern:rlg habihties
§ 2 If duesare ap..,cable are notand dues on &ccount of bank credits.
yet claimableO'hel J it. or are disputed, the sums necessary to 

meet them shall be depot~ted with the court 
§ 3 Out of the sums left after Paying all the dues and depositing wviththe court "-ums securing in thef,,ll dues 
 on yetz1ti,. ot cl.,,mnble. the 
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proportional payment of shares shall be effected lowever, the paymentmay %notbe made before the lapse of six months from the day of the ancoun-cement summoning creditors. 

§ 4. Creditors twho 
 have made their claims after the lapse of this periodmay vindicate them out of the still undivided -property of the cooperative.
§ 5. The remaining property of the cooperative shall be destined for co-

operative purposes or social purposes, according to the resolution of the lastgeneral meeting of members, 

Art. 126. § 1. After completing the liquidation, the 'liquidator shall submit 
to the general meeting for approval the balamce-heet for zie day of comple-
Lion of the liquidation.§ 2. If the convening of the general meeting encounters serious difficulties,
the Liquidator shall present the balance-zheet for approval to the proper
central union, 


§ 3. Following the approval of 
 the balance-sheet for the day of cornple--ion of the liquidation, the liquidator shall submit an application for strikingthe cooperative off the register and turn over the books and documents ofthe liquidated cooperative for safekeeping. The striking off shall be announcedby the court. 

Art. 127. If all the dues of the cooperative have been paid and su.ms secu-
ring disputed and non-claimable
struck off the dues deposited, the cooperative may beregister prior to the conclusion of litigation conducted by it oragainst it In courts of law\, or courts of arbitration. In such a case, the coopera-tive as a litigant shall be replaced by the appropriate central union, whichshall spend the sums of money obtained in effect of the litigation In accor-dance with the resolution of the general meeting of the cooperative, 

Art. 128. § 1. After the cooperative has bee struck off the register, 
the liquldator shall be responsible to the creditors of the cooperative for the
damages caused to them in result of his failure to fulfill his legal obliga-
tions. 

1 2. The provisions of the preceding section shall accordingly applythe register in the mode defined in art. w15. 

thede~nedinegiser rt.n 16.bankruptcyth moe 

Art. 129. The Minister of Justice, in consultation with the Minister of 
Science, Higher Schools, and Technology, shall define, by way of an order,the manner and period of time of keeping the books and documents of 

liquidated cooperatives. 


Chapter X111 

Bankruptcy of the Cooperative 

Art. 130. § 1. The cooperative shall be declared bankrupt in case of its
insolvency. 

48J 

§ 2. If, acc .ing'td the balance-sheet of the cooperative, the total value ofassets does not suffice 
mediately convene 

its to meet all its obligations, the board shall im
the general meeting, the agenda of which shall include the

question of the further existence of the cooiV-rative.
§ 3. In spite of the insolvency of the cooperative, the gentrai meetingmay pass a resolution on the continued existence of the coopeiatov if It

ind cats t mes ebin 
2 

§ 4. In case theindicates the general cooperatvet-enioecythe meanst enabling the cooperativemeeting to reiain solvency.passes a reso'4jtion on the bankruptcy 

of the cooperative, the board of the cooperative shall immediately submit 
a petition to the court for declaring bankruptcy. 

Art. 131. The petition to declare the bankruptcy of a cooperative under
liquidation shall be submitted to the court by the liquidator immediately after 
ascertaining the ir-.olvency of the cooperative.

Art. 132. § 1. The petition to declare the bankruptcy *of the cooperaLivemay also be submitted by the proper central union and by persons in whomthis right Is vested by virtue of the provisions of the bankruptcy law. 

§ 2. The court, at the request ofmay declare the proper central union or the creditor,a cooperative bankrupt despite a resolution of the general meet-
Ing on the further existence of the cooperative. 

Art. 133. If the balance sheet dravn up by the board or the liquidator
demonstrates that the property of a cooperative which has ceased it.s activitydoes not suffice to meet the costs of bankruptcy proceedings and the creditors*refuse to meet these costs, the court, at the request of the proper centralunion, shall order the striking of the cooperative off the register, notifying
the creditors of thls , In such a case, bankruptcy proceedings shall not be 

conducted, and the remaining property of the cooperative shall be destined for
cooperative purposes or social purposes according to the decision of the 
proper central union. 

Art. 134. The provisions concerning the organs of the cooperative shallalso be applicable during bankruptcy proceedings unless the prov.sions of the 
law stipulate otherwvise. 

Art. 135. Following the declaration of bankruptcy, the members of the cooperative, at the request of the trustee in bankruptcy, shall immediately pay 
the outstanding part of the shares. 

Art. 136. Following the completion of bankruptcy -proceedings, the trustee 
in bankruptcy shall submit to the registration court a petition for striking thecooperative off the register. 

Art. 137. In matters not regulated by this Act, the provisions of the bank
ruptcy law shall apply to bankruptcy proceedings. 
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TITLE USPECIFIC PROVISIONS FOR AGRICULTURA L PRODUCTIVECOOPERATIVES, COOPERATIVES OF AGRICULTURAL CIRCLES,INDUSTRIAL PRODUCTIVE COOPERATIVES, AND HOUSING 
COOPERATIVES 

Chapter I 

Agricultural Productive Cooperaflves 

DIVISION I 
FARMINO COOPERATZVES 

Sub-dtvt!onSubJect IMatter of Activity and Membership 

Art 138. §1. The
cooperative shall subjectbe to run matter of economicthe collective farm on activity of thethe basis of personalfarmingof members. work 

§ 2. Apart from the activity referred to
farming cooperative may..conduct in'the prcedig section
productive' and -servicing activi withinthe scope envisaged in ti 

Art. 139. § 1. it
ar3 Membership Innconnectedthe cooperative shallMp be open to farmers whoutieth 

are: oo p
1) owners or Independent possessors rhnutilize farmoof farmland,2) lesees, users, and othei dependent possessors of farmland.e2. Also other persons having qualificatio useful for work in the coopeatve ay bemtmeheo thocop ratve
3. At least refr tfive' of the foundingpn members shall meet the requirementsreferred to in§ I point'l. 

vested in the general meeting.Art. 140. The right to admit, exclude, and strlk- off-applymembers shall 
be 

' " 


Sub-division 2 

Art. 141. Money and Land Contributions5 1. The Rules of the cooperative shall provide that a memberwho possesses land shall bring fullit In orcooperative In part as a contribution to the 

§ 2. By land contribution shall be meant the
thereof, and land and buildings, or partsother facilities durably connected withthis land upon the land, to be found onItsbeing contributed. 

3.The bringing in of a land contribution by a dependent possessor shallrequire the consent of the owner. 

142. § I. A memberArt. who has brought in as a land contribution the 

whole of theshall determine possessed-shall l e enstitledthe size of the plots and to a -plot if land. Thethe manner of Rules§ 2. The delimiting them.Rules .may provide that a member shall be entitled to plotaof land also In cases other than that referred to in § 1.
 
A 1 
 h e 
Art. 143. The cooperative shelf us.th land contributions against payment-The Rules shallayay down 'the prsoipis 9f payment for the ofuse these. 

contrbutions'
 
Art. 141. § 1TI 
 *"'la~nd brouight. as contributions shallthe principle of comparative estimatIon of Its. use 

be appraised onvalue.1 2. Build, gs and other facilities constituting contributions shall be appraised in money according to the condition and the pricescontribution. as of the day of 
Art. 145. § 1. Unlessotherwise, the 

the Rules or an agreement with a membercooperat!ve provideshall acquire the right to use the2. The, use contributedby the member by the cooperatiVe-oi 
land 

shl 
upon accepting the contributlon.the land contributedbe reue by the prtisiof by the memberh the memboe
 

shall be regulated by the 
 rovsons 
 the Cvl Code.Ave 
exclude firom and the member mayuse,148. .An,:agreementby the cooperative ' - '' " ,':;:. . ."
buildings:'and other facilities. .,._. durablywith the land contributed and the plot of land Indispensable. tothem. .'.-.Art. 147. • .§ 1. A. member who
c.ontrbufnn may 

is the :owner of the land constituting iisdi''pose of .this :land :by-actscase between livingof death. However, persons or in 
ownership 

he shall notify 'the cooperative of the transfer of the3 
o 

at .§least2..InthreecasemonthI:prlorof'4h'd trans er;oftheowership ofto .pe1rovr' gthi act'". contributedf I" 1" 110.." .. '." land against 

payment, the cooperative shall enjoy theto casesof of the transfer of th "oW/ershlpight ofof preemption.the contributionThis shall not~~~reipber of the samecooperative. " :! 
to another 

land 
§ 3. The land transferred to another member of the same cooperative

shall enhance the contribution ofArt. 148. § I. !to'a the buyer.A member may withdraw his land contribution only afterthe termination of his membership.§ 2. If the Rules person
the land possessed, 

provide for the obligation to contribute only parta a ofmember may, during his membership, withdrawtice part of his land 'contribution on a no'inexcess of the amount required by the
 
Rls
§ 3. A Wfio"isitmember iwho wthdrawsh%"hicbntrbutionwhich he has contributed if the dermands.0of collective

-receives the same landfarming do not Inter
the interests of both sides.v4e. Otherwise,.'he shal receive equivalent land with due consideration to 

a 
,18 member 

cooperative"of the same 
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4 4. In 	 case there exists a difference in the ar or value of the land
returned, the sides sha.l settle their accounts according to 	 the market pr!ce;s 

§ 5. The provisioMS of the preceding sections shall accordingly apply 
to bdldings and other fatcilitle3 constituting contrdbutios, with account being
taken in 	 favour of the' coperatives of the degree of theirtion 	 normal deprecia-aata resof oheu elreegreeoofrtheirinortputeoses.§

Lion as a result of use In conformity with
Art. 149. In case land has been their purposes.contributed by an 	 Independent ;,oszo'ssorand by the time of termination of rnembershlip, has not been usucapted, an 
equivalent plot shall be 	the object of 	the further usucaption.Art. 150. § 1. The Rules shall determine the date and period of terminationof 	membership and also the date of withdrawal of 	the land contribution andof 	the final settlement of the accounts between the sides in case of the ter-
m ina tio n of m ember sh ip fo r any r e a son s w ha te ve r.
§ 2. ThethRules nd c n rb
apart o l shall likewiseto determined ri g me bthe dater hofp noticea d t ofe d t of 

a p during membership and the 


withdrawalw ofh-§
of 	 the land contribution 

date of with-
drawal of this contribution and of the final settlement of the accounts betwe
en the sides. 

Art. 151. The legal successors of 	 a member as well as the owners, who 
are not members, of the land c".ntributed to 	 the cooperativesent may withdraw the land contribution according 

with their con-
to the principles pertain-

ing to a member who has renounced membershipArt. 152. § I. The Rules of the cooperative may obligate members tomake a definite money contribution. On account of such a contribution, thecooperative may accept means of production, such as livestock, fodder, sowing
material, equipment, machines,means shall 	 and tools useful in the collectivebe 	 subject to appraisal according farm. Theseto 	their condition and at pricesas of the day of contribution. 

§ 2. 	 The money contributionted 	 as well as theon 	 its account means of prod'ictionshall be converted, according to the contrlbu-official purchase pri-
ces, Into quintals of rye.


§ 3. The money contribution shall 
 bear interest. The Rules shall deter-mine the rate of interest, which may not exceed the highest rate of interest 

on 	personal fixed-term savings deposits.

§ 4. The Interest on money contributions
the date Indicated 	 shall be payable once year atby the Rules. The sides may agree that the interest due


for a given year shall 
 be 	added to the money contributionArt. 153. § 	 of the member.1. 	The money contribution shall be returned in case of 	 theternination of membership. The return shall be made in cash at 	 the amount
sufficient to -purchase the number of quintals of rye reckoned In the manner 
defined in. art. 152 § 2.who hm 


§ c At the request of a member who 
has brought in meanson 	 account of his contr4bution, the cooperative of production 
upon by 	

shall return, at the date agreedthe sides, the contribution in 	 means contributed by the member. 
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§ 3. The pr- .slons of the preceding sections shall be applicable to the
legal successors of the member. 

Art. 154. 0 1. If 	 the Rules admit the possibility of bringir' in a moneycontribution to excess of the obligatory sum, such a contribution may be 
returned during membership.2. 	 The provisions of art. 152 and 153 shall accordingly apply to the non
-obaigatory contribution. 

work
Art. 155. 9 1. An able-bodied member of 
 the cooperative shall have theright and duty to 	work in the cooperative for the amount or , ne determinedeach year by the general meeting, according to 	 the needs resulting from thea n of the e n er al meeti n g , cco r d i v e 
plan of2. In assigningthe econommr work to theactivity of mem bers, cooperative shall take intothe cooperative.the 
account their professional and personal qualifications. 

Art. 156. § I. Apart from members, the cooperative may also employmember of the households 

§ 2. A member of the households of a member shall be taken tmember of his 	 be eachfamily as well as other persons residing ith him and 

Art. 157. To perform work requiring special qualifications as well asseasonal or temporary work, the cooperative may employ, next to 	 membersand members bf their households, also other persons. 

Art. 156. § 1. Members shall be remunerated for their work throughsharing in the income of the cooperative. according to their contribution-.j 
of work.J 2. The Rules of the cooperative shall establish the unit constitutingthe measure for evaluation of the contribution of work by members. 

§ 3. The detailed principles of 	 the appraisal of the contribution of workto 	determinetie re of the r aincome of the cooperative shall 
be laid down by the general meeting, taking into consideration the workingconditions, the necessary qualifications,
the function 	 and the responsibility connected withentrusted to a member. 

Art. 159. Members of the household shall be entitled to remunerationfor work according to the principles oerta ning to 	 the member unless another
mode of reruneraton has been provided for In the contract.
 

Art. 160. Members and members 
 of their households shall be entitledto 	 an annual leave ofin 	 the a length and according to. the principlesRules. The Rules shall 	 definedalso determine the manner of calculating theremunerationr for the time of leave. 
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Art. 161. § L Women members. of the cooperative and women working 
in the cooperative who are members of the households of members of the 
cooperative shall be entitled to maternity leave and. other benefits connected 
with the period of pr'ehancy,' bf the birth' and rearng of a baby on 
principles laid dcawn in the provisions of the labour law. ' .cooperative. 

§ 2. The rights referred to in the preceding section shall be enjoyed 
by persons who have worked Iin the cooperative for .the period required 
to obtain the benefits defined in the regulationson the social security 
of members of farming cooperatives and of cooperatives of agricultural 
circles and their families. 1* .0to 

Art. 162. § 1. Members of the cooperative drawing old age or disability 
pensions shall retain the rights of members provided for in the Rules.' § 2. The members referied to'in the preceding section and absent from 

the generalmeeting shall not be in cled inth ns be oftmemerriot included 

required by L.he Rules for the validity of resolutions. 


the general meeting 'shall oe In the number of members 


Sub-division 4 
Vindication and Proi'ctlon of Clainis on Account ol Work 

Art. 163. The member may vindcate claims on account of remuneration 
for work In a court of law without previousy exhausting the pospcbilrties 
of intra-cooperative procedures. 

Art. 161. The claims of a member or a member of the household on 
account of remuneration for work shall be subject to three years' prescrip-
tion, beginning from the day on which the claim became due. 

Art. 165. The remuneration for work of a member or a member of the 
household shall the protection as the, extends to theremuneration of anenjoy same 	 lawemployee 

eub,*division 5. 

The Funds of the, Cooperative, the !licone and Its Division 

Art. 166. The total income of the cooperative shall constitute the difference 
between the income' derived in:',the given account year from production 
and services and 'extra -Incomes,,:. on tone hand-and the sum'of the costs 
of this activity minus extraordinary losses and due taxes and plus or minus 
the difference in the value of the stock betwebn the state as of the end 
of the previous account year and as of the beginning of the current year. 
The share of the cooperative in the financial result of other organizations 
shall be taken into account In determining the total income. 

Art. 167. The cooperative shali create the following funds: 
I) 	 the share fund, made up of the shares of members; 
2) the resource Lund, made up of admission fees, a part of the total 

income, assets received free of charge, and prescribed or precluded liabilities; 
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the resource fund shall be enlarged by. the value of fixed assets and other 
assets financed out of the means of.the' coo.pea, allocated for investments 
and diminished by-the%ifed and otl er, pss.,e.squidated or. sold and also 
by precluded stus and:16es tcs rcume.t the control of"Ihedueto beyond 

. ate les 1.t 
Art. 168.-4 l. The'cocderative shal allocate .at least ih of. the total 

income for. the resourcetfund, the'socultural und,the hosing fund, 
and the development' fund.:The allocat[101 for the resource fund shall amount 

at least 5/0 of the total income. zo:1q i; -. .. 
'§2. Lund referred toin;-the preceding section andThe'deye6pment

created at the central union shall be spent lorfextending aid to cooperatives
 
associated In the unlon and.'for projects facilitating. their activity.


§ 3. The amount -dvelopment nd the
 
the, allocatiqonfori the~.und ofdeeomn n h
principles of expeiditure of thisfund shall:be determined. by the congress 

of delegates of the pr'per central union. 

Art. 169. § 1. The '.1es of the cooperative may provide for increasing 
the money contributions out of the totai Income. In such a case, the Rules 

sh!: fix the amount of the ailocations-and the manner of division among 
members of the means appropriated for these contributions. 

§ 2. The Rules of the cooperative shall specify the rights of the member
 
to 	 withdraw during membership a part. of the money contribution referred 

to 	 in the preceding section. 
Art. 170. The Rules of the cooperatlvmay provide for creating, out ofo 

the total income, funds'dther than those U'jAjd;l art. 168. 

,
 
Art. 171. I. The part of the total lpd,, 'left after making allocations 

for the funds referred," to, 4n art. "l't 70 shall constitute the divisible 

income subject to division among rnernbersahid members of the household 
on account of their coatt:Ibution of work and on other grounds provided 

(or In the Rules. '.. 

§ 2. The Rules may provide for the' right o!f.the ,general meeting to make 
appropriations out of the divisible income'for the reserve-for the stabilza-
Lion of the, shares of merbers and members".ofthe household inithe income
 

in the years to follow,iInuch a c . lestiali lay down the principles 
of expenditure of thfs:iereeve. " .. 

§ 3. The division of the divisibleincrm:1' Shall be effected within a month 
of the app'roval by the general meeting of the balance sheet for the given 
account year. On account of the division, the cooperative may advance sums 
of money to members and members of their households on principles laid 

down in the Rules. 

Art. 172. In matters not regulated in arL 166 to 171, the provisions 
of chapter VII, part I, title I of this Act shall apply accordingly, except 
for the provisions of art. 75 to 78, 81, 82, 84, and 85. 



DIVISION 2
PIVCISO ANGRCULTU.AL COOPERATIVES 


Art. 173. The subject matter 
ol econo.ic activity of a specialized agr-

cultural cooperative shall 
be to run the collective farm specializing In thegiven line of production, In conjunctionmembers, with the individual farms ofand to cooperate in the developmentproduction of sPeCializedon these farm.s, agricultural 

Art. 174. Membership In these cooperatives shall be open to persons
meeting the requirements provided for in art. 139. 

Art. 175. § I. The member shall make the money contributlon at the 

amount fixed in the Rules.
2. The Rules may provide for the obligation of the member to bring

in as a contribution a part of the land owned by him and useful for the 
collective farm. 


Art. 176. § 1. The Rules shall lay down thebetween principles of cooperationthe collective farm and the individual farms ol members. Inparticular, they shall impose upon members the duty to render definite 
services to the collective farm in the field of productionpon the cooperative, or services and,the duty to cooperate In organizi.g definite linesof production In the far"na of members and to extend aid to members in the
specialization of their farms, and alsoof these farms to 

the duty to purchase the producethe extent connected with the activity of the cooperative. 
§ 2. The Rules shall.n the supply by members also define the general principle ofcnratlegalof goods produced on their farms or on rendering 

services to the cooperative. 

Art. 177. In matters not regulated in the preceding articles, the provisions
of art. 142 to 172 and the appropriate provisions of the Civil Code concerning
farming cooperatives shall accordingly apply to specialized agricultural

cooperatives.
 

D IVVISION 3 


Art. 178. § 1. Aside from cooperatives mentioned in division I and 2 
of this chapter, other cooperatives may be created, the basic subject matter 
of whoseIfactivityin shall be to run the collective farm.§ 2. such cooperatives the members, natural persons, havestatutory obligation, resulting from membership, to bring 

the 
In land and moneycontributions in full or in part and to work in the cooperatives, in theabsence of other statutory provIslons, the provisions of art. 142-172 and theappropriate provisions of the Civil Code concerning farming cooperatives 

shall accordingly apply to these cooperatives. The Rules may, in particular, 
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provide for ti. appropriate application exclusively of the prov~sions of 
art. 142 to 154 and of the appropriate provisions of the Civil Code concerning
farming cooperativs, and as far as other matters go - of the provisions 
of -part I title I chapter VII and of the provisions of the labour law. This 
pertains, in particular, to cooperatives associating natural persons, founded 
On the initiative o! cooperatives of agricultur4l circles. 

O1 DISPUoN S 
SETrLEodctvNT OF DcePUTES
 

Art. 179. Disputes, a party to which are agrcurl 

whose main subject matter of activity is to run the collective farm, shall
be settled by the court.
 

ChaPter 11 

Cooperatives of Agricultural Circles (of Agricultural Services) 
Art. 180. 6 1. The subject matter of the economic activityof agricultural circles of cooperatives(of agricultural services) shIll be to render servicesfor agriculture otherand kinds of services resulting from the needs of the
 

rural population.

J 2. The cooperative 
 may also engage In the production of andmeansmateriale for agriculture, In food processing, and in agricultural prductl

(the running of a farm).
§ 3. In case the cooperative associates, next to natural -persons, also 

persons and engages in agricultual productionamtal personsull (the running of a farm),ve thr suctory oitn oarinand its members, natural persons, have the statutory obligation resulting
 

from membership to bring in land and money contrJbutions In full or n 
p, the absen'de 
art. 

of different statutory provisions, the provisions ofart 142-154 and apropriateeproisiuons1I-n4 the the appropriate provisions ofpofteCviisthe Civil CodeCoe proneriongconcesn.ngoffarming cooperatives shall accordingly apply to these cooperatives.
 

Chapter III 

Industrial Productive Cooperatives
Art. 181. § 1. The subject matter of the economic activity of industrialproductive cooperatives shall be to run a joint enterprise on the basis of the 

personal work of members. 
§ 2. The suLject matter of the activity of cooperatives of the disabledand cooperatives of the blind shall be the occupational and social rehabilitatIon of disabled and blind -persons through work in the jointly run enterprise.§ 3. The cooperatives referred to in the precedhng section, with a viewto carrying theirout statutory tasks, shall enjoy the all-round assistanceo: supreme and local organs of power and state administration and havethe benefit of exemptions and reduton3in charges under public law.
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§ 4. Cooperatives of folk and artistic handicrafts shall create new and 
cultivate the traditional values of materiel culture, organize and develop
folk and artistic crafts, art, and the artistic Industry. 

Art. 182. § 1. The cooperative and the member of cooperativethe shall 
be obliged to remain in a relation of employment with respect to each 
other. Except for the cases specified in the provisions of the law, the refu.salto establish a relation of employment or to remal-n Ln such a relation shall
constitute an infringement of the essential rights and obligations resulting 

from the relation Of membership.§ The2. member shall have the right to be employed acording to his 
professional and personal qualifications and to the actual economic potentia-lltle of te coperatvestimelities of the cooperatives.§ 3. The relation of employment between the cooperative and its member
shall be established through a cooperative employment contract, 

§ 4. In case a relation of employment has not been established throughthe fault of the cooperative, the member may demand, throughout the 
duration of membership, the conclusion of it cooperative employment contract,
Besides, within a year of the day of cornmencement of membership, hedemand compensation according to the pazvslons of the civil law. 

may 

Art. 183. 1. For work the§ his in cooperative, the member of the
cooperative shall receive remuneration consisting of the current remuneration 
and a share, proportionate to the contribution of work, in the part of the
balance surplus to be divided among members, 

§ 2. The current remuneration of the member and his. share in thebalance surplus shall enjoy the protection which tl.t law extends to the 
reuerto of employees.oeatvremuneration of employees. 

Art. 184. § . A change of the conditions of work or pay for a member 
of the cooperative shall be perrr~ssible:1) when this is Justiflcd by the economic or organizationi.L needs of the 
cooperative, in particular, by the introduction of new principles of remunera-tion, liquidation of a department in which the member is employed, liquida-
tion of the post which the member occupies, or the necessity to employ
in the given post a person with higher or special qualifications; 


2) in case of 
 the loss by the member of the ability to performto-date work, stated by a doctor's certificate, or thL loss, through no 
the 

fault
of his, of the qualifications necessary to perform it. 

§ 2. The new conditions of work or pay proposed to the member shall 
correspond to his qualifications and to the economic -possiblllities of the 
cooperative. 

Art. 185. In case of economic necessity, the general meeting, with a view 
to ensuring employment to all members, may proportonally reduce the
working hours and appropriately cut down the remuneration of members
without renouncing the cooperative employment contract or its terms. The 

resolution of the general meeting shall apply to at least one department 
of .work or to all members performing work of the same kina. 

Art. 186. § 1. The cooperative employment contract shall expire with 
the termination of membership and !n cases in which the provisions of' the 
labour law provide for the expiry of the employment contract by virtue 
of the law. 

§ 2. The dissolution of the cooperative employment contract during
membership shall not be permissible except for cases provided for in art. 187 
a~nd 189 and n case of the dissolution of this contract in effect of unjustified
refusal to accept the conditions of work or pay, and also in case of the 
dissolution of the contract by way of agreement of the sides if at the samethe member termin.,ates his membership. 

Art. 187. The cooperative may dissolve the cooperative employment
contract with a member during membership, with the term of notice provided
for in the Labour Code being observed, in case of:

I) a reduction of employment on the basis of a resolution of the 
council of the cooperative, dictated by economic necessity:

2) granting the member the right to an old-age pension.
Art. 188. I.§ In case of an infringement by the cooperative of the

provisions of art. 184, art. and 19), the of18', art. member the cooperative.
shall have a claim for a verdict statLng. the tneffectlveneis of the termination 
of the coor rat!ve employment contract or Its terms, and if the cooperative
employment contract has already been dissolved - a claim for being
restored to woik on the previous terms.§ 2. A member of the cooperative ho has been restored to work shall. 

woha ee esoedtbe entitled to remuneration for the time of being without work not exceeding
six months. The remuneratin shall be calculated an the thebasis of average
remuneration during the last three months and the appropriate share in the 
part of the balance surplus, and lessened by the remuneration which themember of the cooperat.ive obtained working in the meantime in another 
enterprise. 

§ 3. The provislen of the preceding section shall accordingly apply to 
a member of the cooperative who, following change ofa the conditions 
of work or pay in violation of art. 184, took up work on the new terms. 

Art. 189. § 1. The cooperative may, durilg membership, terminate thecooperative employment contract without notice only for reasons which. 
according to the provisioni of the Labour Code, justify such termination 
without guill on the part of the employee. 

§ 2. A member with rwhom the cooperative employment contract has 
been terminated without notice 4n spite of the lack of the reasons referred 
to in the preceding section or in, violation of the provision of art. 91 shall 
have a claim for being restored to work on the previous terms. 

§ 3. A member who took up work in effect of being restored to work
shall be entitled to remuneration for the time of being without work 
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according to the principles defined in art. 188 1 2, but not less than the 
amount of a month's pay. 

Art. 190. 6 1. The tention or dissolution of the cooperative employ-
pent or a change the conditions of worTC or pay shallcontract of requirecooperation with the authorities of a trade unon, P.s providedLabour Code, If such a for in thetrade union, operates In ;ne ;ooperative. 
2. The provisions of-art. 1841 and art. 187-189 shall not precludeapplication of provisions of labour t,ethe law more idvantageius to mem'-ersof the cooperative, Prohibiting or restrict!vg the terminatio i of the employ-ment contract, a change theof terms stipulated in the contract, or thedissolution of the contract without notice. 

Art. 191. A statement of the cooperative on the termination of thecooperative employment contract, on the dissolutor of the contract withoutnotlr,, or on a change of the conditions of rw.- i or pay shall be madedissohyteon,in 'w, ene form and specify the reasons Jus'ifying the termination cr 
dso"onthe 

Art. 192. § I. After the cessation of the reasons 'which justified thetermination cr by thedissolution cooperative of the conperative eniploymentcontract 'without notice during membership, the cooperative and the memberof the cooperative shall be obliged to aconclude cooperative employmentcontract. 
§ 2. In case of a violation by the cooperative of the obligation referredto in the preceding section, the member of the cooperative shall have a claimfor the conclusion of a cooperative employment contract with* a content 

corresponding to the actual economic possibilities of the cooperative. Aber 'who has taken up work be mern-shall entitled to remuneru!hon for the time 
of being without work on principles defined in art. 188the remuneration , , except thatfor the newly undertakefn work shall -fe:vefor computing the average remuneration. as the basis 

Art. 193. § I. A member may be excluded from the cooperative:
1) for reasons justifying, according to the pr-visior.s of the labour law,the termination of the employment contract without notice through the fault 

of the2) employee;case2§ in of serious violation of the duties of membera or deliberate 

action to the detriment of the cooperative.§ 2. The provision.s of the preceding sectior. h4ail not exclude the applica-
tion of art. 24 § I.3. Exclusion may not take Place a month after the cooperative learnt
of the circumstances justifying It. 

"§4. The exclusion of a membe: who was employed on the basis ofa cooperative employment contract shll have such effects as the labourlaw envisages for cases of the termination by the enterprise of the employ-ment contract without noti;e through the iault of the employee, 

Art. 194. § 1. A member may st'vck taebe off register of members
of the cooperative Only when: 

1) he has not been employed In the cooperative for more than a year 
for reasons for which the cooperative is .ot responsible;

2) he has lost the ability to work i~n part or in full and the cooperativecannot employ him at a post cor-esponding to his limited capability for 
work; 

3) he has lost the full legal capacity and the Rules do not provide forthe membership cL membera net -possessing such a capacity. 

§ 2. In the case mentioned in § I point Z, the striking off shall becomeeffective after the lapse the fixed in the Codeof time Labour for the 
termination of the employmeot contract. 

Art. 195. If a trade union operates bn a cooperative, the cooperativeshall pass a resoli itbn on the exclusion of a member from the cooperativeor on striking a member off the register of aftermembers consulting 
proper organ of the trade urvion. 

Art. 196. § I. A member employed 4n the cooperative on the basis ofthe cooperative employment contract whom the cooperative has excluded
or struck off the register of members in 
 violation of. the provisions ofart. 193-195 shall have the claim6 lis.ec i'n the .provisions of art. 188 1 1
and 2. or if this is more advantageous to the member, ir 
 the provisionsof the labour law concerning the rights of the employee In case of thetermination by the enterprise of the employment contract without noticein violation of the law. 
§ 2. The member may prosecute

section only when 
the claims referred to in the preceding 0he is seelving the revocation of the resolution on exclusion
 

or stri!ding off.
 

§ 3. If the exclusion or striking off was Justified, but took place Inviolation of the provisions of art. 193 § 3 or art. 105, the action of a member
for the- revocation of a resolution on the exclusion or strking off foror
restoration to may dismissed thework be if member's further staying inthe cooperative would be incompatible with the principles of social intercourse. 

4. A member of the cooperative who, in spite of the groundlesexclusion from the cooperative or striking off register of doesth- members, 
not seek restoratiou, to work or re-stablishment of membership, shall be
entitled to compensation equal to the amount of remuneration for the term 
of nc.tce. 

sA 
--t. 197. § . Disputes arising from the cooperative employment contract 

shall be considered~iby courts.§ 2. The 'p.rlod for the member of the cooperative to take legal actionbefore the incourt matters concerning a change of the conditions of workor pay, the termination or dissolution of :uoperative employment contract,and the refusE.l to conclude such a contract dhall be fourteen days beginning 
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trom the day of delivery to the member of . written notification of the 
statement of the ooperative in these matters along with Justification.

§ 3. The caim reu~tllg from membership referred to in art. 182 4term 
and art. 19" § 2 May'b."prosecuted before the court after, the possibilities
of Intre-cooperative porocedures have been exhausted' or after the ineffective 
epiratn of the -trm stipulated in R ' -fthe fLabce'prton ostipulated 	 Rues ntheth cooperativeotnof a resolution by 'the appelate organ. In such cases. the deadline 
m. ntioned in the prececIi, section shall begin from the' day of delivery
to the..rmember of..the c operative of 'a -notification. along with Justification 

of the -resolution..of:-th':.appe~te :organ adopted within'. intra-cooperative 


proceedings or from :the- expiry ot the deadline.. set in the Rules of the 

cooperative for passino, theresolution. 


4. The member na|Y.a:yinstitute.,Intra-cooperatve,. proceedings also in 
matters concerning the cooperative employment contract other than those 

mentioned In §l 3. Ln "uh'a' se
i po .	 ro art . and 33 § 2s haent n yeacnodi n Uch 'ac sv,,' the 0vlslons of 32 art .shall apply accordingly. 

Art. 198. § 1. Cases codeerning the existence of membership, exclusion 

from the cooperatve, or striklng .off the register of members as well as 

case3s of claims on accotu' ,,of exclusion. from the. ,cooperative or striking
off 	 the register In violation of the .law shall be..heard by courts competent
to try cases in which ncn-material rights are involved. 

§ 2. The member may seek, by legal piocess, the revocation of the 
resolution of the council of the cooperative on exclusion or striking off 
without previously exhausting.the possibilitles of irtra-cooperative procedures, 
in 	such a case, the resolutlion of the council of the. cooperative shall besubject to appeal by the member; the deadline for bringing an. action for 
the revocation of the -esol.i.lonshall be six Wek~s fr'om tho day of delivery 
In the member of the'-,not( lcaU'Ion on exclusion or striking off along vlth 
Justification. 	 or sk of ao we 

§ 3. The deadline set inithe preceding section shall likewise apply to the 
prosecution by the member":of a cAlm for damages on account of groundless 
exclusion or striking off. ' 'of 

Art. In matte not."regulated:'by 	 of 182 198,'99. 'the"provisions art. to 
he provisions of the laboui".law shall 'accordingly apply to the cooperative

emploment contract,' except for the, provisions, of'-the Lab &and
the conclusionth ofocuinoemploy'ently.et contracts oetrialil 'period' andotat for a boper"Codeintroductorycbncerdng 

period.. 

A. '.20G. 1. T he . Ru les of the coop erative .m ay . m ake ' the ad n 'ission 

of a member' depedent o a termo 
the Rule sha Indcet nr 	 of
the Rules shall indicate the ordan of the cooperative empowered to admit 
candidates and determitse the length of the tert. of candidacy. For a candidate 
who has not worked in any. enterprise for at least. a year, this period shall 
not be' shortex than a year. 

o 

'embers of the cooperative, thd 
6 	2.With respect to candidates fo r t 

stipulated in art. 17 § 3 shall begin from the day of completion. 
o th pe of candidacy. . . .. ,- '";

§ 3, To. candidates for members lot, thaicooperative, the provisions f the 
ir-.Code.; concerning. persons'%emiployed or the baals of ar employment

contract -concluded ;fdr,'aa-:definite:'period"of ;tirne 'shalliapply; however, the:nf,*employmeit.,betweeniithe
be. Jtiolved -_rlierA th-the' termsfcandprincples laid dowkn ii the provisions 

"re:atloz' *candidate and the c-operative may 

" 
 ctcocudd.oraof the the". disiitiY of,:the ccbingob'erveeluded for an 
T he ma gant th e cd do r s n u s 

4. The Rules may gant the canddates some rights! and duties of
 
members of the cooperative.S. Theworkers"oi the cooperative employed ter at least twelve months
 

The' orkertho heorpe tat 'poyed fr a leastetwelve morthd
 
on 	 the *basist'of~t~emlo -nt s m e Iicbered'fors thi ope rative shall :nei' 'atc f an~ i .-. elftlte periodof ti me ad "se.. ki rg to be ad m it~dof'ik -'- b a '"td -- ''e"br 

be 	 exempted frorntho'obligation 'to' corrlete the period of' candidacy. The 
cooperative may not refuse the admission of such a worker as a member! 
if he meets the statutory requirements and the cooperative has the possibility. 
to 	employ him further.
 

Art. 201. 4 i. The Rules may provade for qmployng all or some members, 
not on the basIs 'of the coopcrative employment contract, but on the basis 
of a contract on cottege work, a commission contract, or a piecework' 
contract if this is 'ustifted by' the type of the activity of the cooperative.j,
The cooperative shall be obliged -to fairly distribute work among theseI 
members, tiking their qualifications into account. _1IC§ 2. The prbvisions' of art:'lg; *&l;2,and 4, art. 183, and art. 186 1
 
shall .accorda'igly:"apply to the meibeirs of 'the- cooperative referred is
to 

the precedingsectoit' ;- J - •.
 

Art. " 1' To members employed' on the basis of the cottage work 
contract, aside from the provisions referred to in art. 201 § 2, the provisions 

art. 184, 185, 187-198, and.200.ahall also apply accordingly., 
§ 2.-In matters not regulated -in-.art.: 201 and in the preceding section, 

the appropriateiprovins ofthe:!abour!law,shall be applicable as regards 
the termination of the cottage work contract, its dissolution without notice, 

is. expiration.. As r-gards.'other'.matters, the provisions of this la*
concerning ' the"*I age' woik contraet'shall~'be applicable..-. ,.,ii~i 

t'
 
kArt. 203. The les ' of 'te'cooperat.ive shall define 4n detail the rights 

of . employed.. 'ot). .-: basis of the commission contractand duties " "members1. .. , .. '.t......-
or the piecework contract as ,we!rs. the, reasons justifying the excluson 

these members fromofof members. the cooperative or strikig them of the register 

1 



Chou oter IV 


Housing Cooperative:, 


DIVIaSZON I 
IENE1RAL PROVISIONS 

Art. 2,4, § 1. The subject matter of the activity of the houjg cooperative 
a l be to b hehouin ofhrandmembers and thershalsatifysai.fyt the housing needsedsOf Its famlies and 

the econo'-ilc and cultural needs :resulting '7romn residence In the ccperative
housing estate or building. d 

hu2. With a vIFw to satify t us c 
Sallothmembera dwo i~sy Enthe housing needs, gthe cooperative may: 

cooperative; 
2)o buplder htheate2) build ose-f ily houses with a view to transferring the ownership

of these houses to members nd other buildings with a view to transferringthe owners!,-Ip of the dw ellings in these buildings to memnbe,'s; 


3) extend assistance to membe~rs In building their oions
the cooerative shall determi dwellig houses.3. The Rules of§mete in the ce ration in which of the formsmentioned in the percedng section the cooperative satisfies the housing
needs of members. 

§ 4. The cooperative may take over and administer buildings which are not 
its property if this Is Justified economically and socially. 

Art. 205. The number of members waiting in the cooperative for theallotment of dwellings shall correspond to the number of dwellings planned 
to be built. With a member seeking the allotment of a dwelling, the cooper.ative
shall conclude, within three months of the day of his admissi!on, an 
agrement sipulating the o,,er in which he will receive a dwelling. The 
prnciples of concluding the agreements and determining the order of alot-
ments shall he laid down by the Rules, -which -will take into account the 
guidelines isued by the proper central union. 

Art. 206. 6 1. The member of the cooperative shall be entitled to onecooperative dwelling only.
§ 2. In case Of acquiring the riht to more than one cooperative dwelling,

th§member shall liquidate, within six month a ay o hefrom the W.hich was 

requested to do so by the cooparative, the state of affairs inconsltnt with 
the -provision of the pr:ediny section. After the lneZective e;opiry of thisterm, the proper cooperttve shall adopt resoiutlon on the expirationof the right acquirod later. 

§ 3. The Provision of the preceding section shall apply accordingly whenthe spouses -quire, the right to more than one dv!ellig unless 
there exist -eas.ir justifying their separatelytving r 

§ 4. A legal person, member of the cooperative. shall not be entitled 
to a dwelling. 

.Art. 207. A legality incapacitated person may be a member of tho coopera-
tive. A minor may be admitted to the cooperative in case -of acquir=ig the 

1i2 

right to a cooperatiy dwelling by way of succession or on the basis of a testa
mentary disposition and in other cases specified In the Rulrz (art. 15 § 3). 

Avg. 208. § 1. Members of the cooperative shall be obliged to pertlcipate 
in the costs of exploitation an s maintenance of the cooperative properly, 
in soclo-educaticonal activity, and in the liabilities of the cooperative on other 
accounts by bringing In Lousing or. building Rules..contributions and by payingoth,.r charges in keaping with the provisons of the 

ohi hre nk\~i~ ihtepoiin fteRls2. If the cooperative satisfies the needs of members in various forms,
 
the Rules shall define the manner of distributing the costs of activity of the
 
cooperative among the individual groups of members.
 

§ 3. The value of fixid assets and other assets financed directly out of 
share fund or the housing and building conrlbutlons shall rot increase 

the resource fund; the remission of the value of these fixed assets shall 
burden, appriopriately, the 3hare fund or the hotsing and building contributions. 

§ 4. The difference between the costs of and the -. venues from the 
management of the housing resources of the cooperative shall appropriately
increase the costs of or revenue. from this management in the next year.

5. The charges paid by the cooperative for the fund of development 
shall burden the costs of its economic activity. The provisions of art. 76 § 2 
shall apply accordingly. 

§ 6. The cooperative shall create the bonus fund at the amount fixed
by '.he gt.'eral meeting. The writings off for this fund shall burden the costs 
of activity of the cooperative. 

Art, 209: § 1. If the dwelling or the building require an overhaul, a re
building, or a modernization and this obligation rests with the cooperative,
the cooperativ.im .4demand that the persoms living in this dwelling or build
ing make it available for doing the necessary work. 

§ 2. If the kind of the overhP'tl or modernization of tle building requires 
this, the 'persons occupying th ., Aelling (building) shall oe obliged to moveto a replacement dwellIng at the reqtest and cost of the cooperative, and
in case it is impossible to provide such i dwelling - to a substitute dwelling
for the period of duration of the repair or modennization, strictly fixed and 

announced to the persons ncerned. In case of moving to a substitute 
dwelling, the period may not be longer than twelve mcnths.§ 3. While living in the replacement dwelling or substitute dwelling,the member shall pay the charges only for the use of that dwelling. 

6 4. In case of modernization of the building, the member of the
cooperative shall be obliged to complement the housing or building contribu
tion. 

§ 5. The cooperative may create a fund for overhauls of housing resources. 
The writings off for this fund shail burden the costs of management of the 

housinL resources,, 
Art. 210. § 1. After the expiry of the right to the dwelling, the member 
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and the persons living in that dwelling who derlv %-heirrights from themember shall be obliged
bg obliged to provide 

to vacate the dwelling. The*tooperative shall notan e.§change dwelling. ... § 2. The Rules shall provIde for the time, not shorterfor vacating the dwelling after the expiry 
than three months, 

. oe right to that Jwelling. 
Art. 211. The provisions of art. 29 § I shall not apply to housing andbuilding contributions, 

of 
and as rega:ds housing cont,4butions, the provisionsart. 27 1 3 shall not be applicable either. In case of the terminationof membership,

of the housing or 
the shares shall be returned simultaneously with the returnbuilding contribution (equivalent of the cooperative rightto the dwelling); In such a case, the provision of art. 26 , 1 shall not apply,

Art. 212. In matters not regulated by this Act, the rights and dutiesof -members, notably the principles of bringLngof thtehous In and. fixing the amountand building contribution, of granting therlght .to aof setthements on account dwelling,of additions; equipmentmember of the dwelling by theof the cooperative, and of
the dwelling shall 

the rights of the. member.. to exchangebe determined by the provisionsdwellings built with the aid of state 
of the Rules. As regard.

(soWial) funds, the principles of bringingin and fixing the amount of the contributions shall correspondon 1vh;ch the cooperative has obtained this aid. to the terms 

THE COOPERATIVE RIGHT TO THE DWELLINGDIVISION a .cooperative 

Su b-dvis i 

General Previsins
Art. 213. § 1. In buildings constituting the property of thecooperative, the members shall housingerjoy the right to use the allotted dwelling%wthan area corresponding

tution 
to the amount o! the housing or building contri-and to other criteriato the dwelling). specified In the Rules (the cooperative§ 2. The 1-namber of the housing rightcooperative, dependingthe contribution made (hous'rtg or building) 

on 'the type of 

and the. request submitted,
may obtain the cooperative right to the dwelling: '
 

1) of the tenancy type, or 
 'cooperave 


2) of the owne;ihlp type.3. The cooperative right' to
dwelling. 

the dwelling arises with the. allotment of theThe statembnt of 'the cooperative in this matter; in "order to bevalid, shall be mode in written form. 

S4.
allotment of this dwelling to another member shall be invalid, 
Before the expiration of the" :ooperatlve ght dweing, theto the 


Art. 214. The size of the 
 dwelling allotted shall correspond lo the needsof the member, his family, and other personi living together witih the member 
at the moment of the allotment of the dwelling. 

Art. 215. § 1. The cooperative right to the dwelling shall be vested onlyIn one person or in a married couple.2. The cooperative right -to the
to both spouspq 

dwelling allotted during matrimonyor one of them to satisfy the housing needa ofshall be vesieo in both the familyspouses jointly, regardless of the property relations 
existing between them. If there exists a separation of property betweenthe spouses, the provisions concenning joint property shall..apply tocmmunity of the cooperative right to the dwelling Inmatters 

the 
not regulated

by the provisions of this article.§ 3. The termination of the joint ownership of property during matrimonyshall not entail the termination of the community of the cooperative right 
on thetheto dwelling.abolition However, court, appropriately the provisionsof joint ownership,the applyingmay, at the request of either spouse,abolish the community of this right for important reasons..1 4. If the property relations between the -spouses- areownership, the housing or subject to jointbuilding. contribution shall belong,allotment of the dwelling, to both spouses 

before the
jointly, irrespective ofof the means the origin 

the right of 
out of which It has beei, made. This 'provision shall not affecteither spouse demandto the return of expenses and outlays 

made out of his or her separate propecty for the benefit of the joint property.
 

§ 5. Both spouses may be members of the cooperative even if the 
right to the dwelling devolves to one of them only.Art. 216. 1. -Afer the termination of marriage in effect of a divorcel 

or annulment of the marriage, the spouses shall inform the cooperative withirm
ora to present evidence that legalye ar's time to which of them the cooperative right to the dwelling devolves,0.proceedingsdivision of this right. The spouse who 

have been instituted for theis not a member of the cooperativeshall file the membership declaration within three months from the dayon which the right to the dwelling devolved to him or her.
 
§ 2. Unless the spouses 
 perform the acts referred to in the precedingtlction, the cooperative shall fix an additional term, not shorter than threemonths, warning them of the consequences whichthis may the failure to comply withterm entail. After the ineffective expiration of this term, the 

shall pass a resolution on 
the expiry of the Cooperative right
 

to the dwelling.
Art. 217. § 1. Lett!ng
of it free 

out the allotted dwelling or affording the useof charge, either in part or in full, shall be permissible onlyafter the member has occupied the dwelling. 
§ 2. Letting out or affording thethe consent of the cooperative. use of the whole dwelling shall require 
1 3.The contracts concluded by the member concerning thedwelling or a part thereof shall expire at 

use of the 
of the cooperative right to the dwelling. 

the latest with the expiration 
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- ub-dIvston 2 

The Right Jo the Dwelling of the Tenancy Type 


Ar. 21. . The right to the dwelling o the tenancy type hal beuntransferable, sh l not be and be subject athe shall not execti 
The right to the"2. 

terdweug of the tenancy" type hall expirete termiation 'of""m er.hip. In cas'this• rght is 
'with

vested in a married
couple, It shall exire' with'the termination" of the membership of both 

3.The member ;b.-

sy!bal ill the obligations stipulated in art. 208 § 1byp bringingo tin he housing ntribution at the amount corresponding to thepart of the costs o construction faIttg his dwellingto and 'by paying the cr c..oshall 
9 4. In case of the expiry of the right to the dwelling of the tenancy


type, the cooperdtive shall 
 return the housing contribution to the person 

entitled to sum
it. The paid, on -this account shall correspond to housingcontribution which must. be brought in by the member of 

the 
the cooperative

Seeking the allotment of a newly built dwelling of the sizesame and with 
a similar standard of equipment. The principle of computing sumthis shall 

be laid down by the Rules. The 
 claim for the return of the contributionshall bt transferable and subject to execution. 

Art. 219. § I. At the written request of the member and after he has
brought in the building contribution on the principles laid down in art. 226,
the coaperative shall transform, within the period specified by the Rules, 

the right vested in him into the right to the dwellns of the ownership type, 


The s tatement of the cooperative, in order to. be valid, shall be made inwritten for. 

2. In the cases specified in the Rules, the cooperative may refuai totrans :,srm the right to the dvelling of the tenancy type into that of t,to
ownership type. typeei Res ' " " 
i§3. The Rules may. stipulate that in buildings for the disabled, for. lone persons, and in other speclal-1:urpose buIldings the right to the dwellingof the tenancy nottype may be transformed into that of the ownership type. 
,Art. 220. Upon the death of one of the srouses, the right to the dwellingof the tenancy type- vested in b>oth spouses shall devolve to the other spouse,

This spouse, unless he or she Isa ofmember the cooperative, shall file the 
membership declaration within a year froMn the death of the member on pain
of the expiry of the right. Thli provision shall -not effect the rights of the 
successors to Inherit the contribution. 


Ar.2 of Itdwelling
Art. 221. § I. In case of the expiry of the right to the dwelling of the 

tenancy type In efect of 'the. termination of membership or the failure toperform the act referred to In art. 220, the claim for admission to thecooperative and for the allotment of the dwelling formerly occupied by the 

member shoel devolve to th-n spouse, children, and other close personstogether u'th the member. living 

2 . lI case of the termination of membership during the p-rod of
waiting for the allotment of the dwelling, the persons referred to in the 
preceding section shall have a claim for the admission to the cooperative
and the allotment of the dwelling In the order to which the former memberwas entitled. The spouse shall have thls claim Irrespective of the Place
of residence. "' -'
 

- 3. With a view to keeping 
 the claims referred to in the preceding
section, It shall be necesary to submit, within the period prescribed In theRules, the membership declaration and a written application fcr the allotment of the dwelling. In case several entitled .persons apply, the decision
be made by the court in non-litigiou proceedings. After the Ineffective
 
expiry of the ternl.aet by the cooperative for bringing an action to 'he 
court, the choice shall be made by the cooperative. 

Art. 222. Upon the completion of the liquidation of the cooperative, the
right to the dwelling of the tenancy type shall be transformed into the
relation cf tenancy unless the building ispurchased by another cooperative. 

' 3 
1 R u -dI the O aopnTp 

Art. 223. f 1. The right to the dwelling of the ownershipa transferable right, shall devolve to the successors, type shall beand shall be subjectto execution. It shall be a limited material right. 

. ha tto 2 It n e o lte rd heeig orshall6 2.beThepermissible-transfer of the right to the dwelling of the ownership typeafter the member has occupied the allotted dwelling.
 
The effectiveness of the transfer shall depend on the admission of the buyer

the 
tonc cooperative. othamsntteby

§ 3. The transfer of the right to the dwelling of the ownership type shall 
also embrace the building contribution. Until this right expires, the transfer 
of the contribution alone shall lbc invalid. 

§ 4.The transfer of the rlght'to a part of the dwelling shall be invalid. 
Art. 224. The cooperative may not refuse to admit as a member the buye"of the right if he meets the requirements set in the Rules. The same shall

apply to the successor who has performed the acts provided for in art. 228 
and to the bidder. 

Art. 225. The Rules may provide that the transfer of the right to the 
of the ownership type by a member .who is seeking the allotment 

of the dwelling shall deprive him of the to. obtain thisright allotment.: 
The cooperative may, within a year from the day of the allotment madein contravention of the provisions of the Rules, avoid the legal effects of th.eact of allotment. 
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i 1. The mermber shall fulfil the oblig.ons provided for in 
Art. 224. 

art. 2C § I by bringing in the building coritribution on :.the (principles laid 

down in the Rules, at the amoult corresponding tW the*total cuz4 of 	construc-
with the 

tion falling to his dwelling, and by paying the charg" connected 

use of the dwelin-. . 

person has expired shall bring ,inthe buildinag contribution- at the amount§ 2. A who !thebidndwelling whichnbt the right of anotherr.:Ember isalloted a to -tte~§4pesohAsrlexir whoalloI 

dwelling of the owershp
corresponding to the equivalent of the riht to the 

type in the mi-nner stipulated In art. 229 § 1... 
§ 3. If, in effect of the final calculation of the costs of construction, 

and the costs of construction of the dwellg, .the member in 
contribution 

sdebted..-.
of making this calculation shall be entitled or i 
od. 

Ar. 227. § 1. The right to the dwelling of the ownership type shall 

months from the day of termination of mem-

moment 


expire with the lapse of six 
member

bership for reasons other than the death of the member unless the 

tiles t the person to whon he has sold 
Indicates, before th pro ern.. 

the rieht and this person files Ine ierrshp declarAtion In such a case, 
the right shall expire when th- ref,!;,al to admit that person as a member 

months have elapsed since the dayof the cooperative becomes firea and six 

of termination of menbershi',. The buyer may, within three months of the 

day of delivery to him of the notification of the final refusal of the 

to the court for ordering his admission to thecooperative, bring an action 

§ 2. In case of the exclusion or striking of! of the member, the term 
of six months referred to in thz preceding section shall commeice from the 

day on which the decali. about the deprivation of .nembershiphasbecome 


finct. 
 .h 


Art. 228. § I!n case of he death o the member, the successor shall, 
within a year of the opening of the inheritaxice proceedings, present the 

statement on acqui'.itlor of the inheritance, and !fthe inheritance proceedings 
have not been completed by thiz time, submit a o.oof of instituting such 

If there are several successors, they noreover shall, wthin
.proceedings. 

which the decision an the acquisition of the
three months from the -ay on 

inheritance has become final, Indicate the successvr towhom th.€ right 'o the 
dwelling of the ownership type has devolved in oftert.P..the division of the 

the. division .oflnheritance, or present evidence thrA proceecings for the 
he succesor shallinheritance havewirthinbeen instituted.on th In rmtedy-fthe lattir case, ocuino hdhresi
bernced w.ithin three months from the day-of conclusion of thebe indicated 

§ 2. A successor who Is not a member of the cooperative shall file th,2 

procedins fo thediviion.right 
declaration along with the Attemenr of acquisition of themembership 

successors - together with the 
inheritance, and when there are several 

the ht to the dwelling of the ownership type has devolved
.proof that 
to him In effect of the division of ti.:.Inheritance. 

ets referred to in the preceding
§ 3. In case of the failure to perform the 

the succcsoC" to the cooperative, the right
the tosections or refusal admit 

to the dwelling shall expire.
 

dwellng was o hebuatlofherhtote
vested jointly, eadn cs in whomtergtt hvd of case 	 of right thencs of the death onein of theof spousesthe bequeathal the to 

dwelling, the provisions of the recedingseCtos 6hall apply accordingly. 

dwelling
Art. 229. § 1. In case of the expiration of the right to the deln 

member has occupied it, the cooperativeof the ownership tope after the 


be obliged payigh
 
ot the part of the contribution not paid.

deducting the dueson account 
building contribution,

The equivalent shall be determined on the basis of the 


with account being taken of:
 

or decraase of the cost- of c-cnstruction;
i) the increase 
fallifng to the given dwelling.2) the part of depreciation of the bWildng 

wear;
3) the devastrtion of the dwelling in excess of the normal tear and 

or increase of the
4) other circ mstannees having an effect on the decrease 

use value of the dwelling.
§ 2. In case of the death of the member prior to the allotment of the 

dwelling, the building contrIbution along with the rights attached to it shall 

devolve to the successors. Unless they perform the acts stipulated in the pro

art. § 2, shell accordingly, they shall bevisions of 228 1 and which apply 
paid onaccount of the building contribution.sums 'f-heentitled to the return 

for reasons other than 
c 3. In case of the termination of membership 	 M 

death prior to the allotment of the dwelling or before the member has 

occupied the allotted dwclling: 

1) the former member shall be entitled to the return of the sums paid on 

account of the building contribution; 
2) the spouse, children, and other personr. close to the former member 

shall be entitled to the rights, referred to in the provision of art. 221 § l, 

which shall apply accordingly. 

Art. 230. To the execution from the right to the dwelling of the owner

execution from immovables shall
ship type, the regulations concernng the not be adjudged to the bldde." 
apply accordingly, except that the right may 

aply hai bee t tat cooprgerhtve. In such a case, the bidder 
unless he has been admitted t theauv. In suc aca the bir 
shall have the right to withdraw from the auction and retract the guaranty 

offered.Art. 231. Upon the completion of the liquidation -of the cooperative, the 

h ow -f thueh 

to the dwelling of the ownership tytpe ehall transform into the right 
wlingo x gihnerhptyeshiploor thn minto 

to separate ownership of the dwelling or ownership of the one-family house 
unless tie buldling has been purchased by another cooperative. 
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DIVISION 3§

THE RIGHT TO ONE-FAMMy HOUSES AND DWWLLINGS Isu-aLT 

F T P OSM OP TRANSWA".RMnXO TO ZWUnRs-E 
oF THESE. H~ousES AND BIU.,DIOS TO ? ERS 

Af 2. 1 1.The housig cooperative which takes up the construction.of one-fainily houses for the purpose of transferring the ownership of these 
houises to rembeft may allot the future houses as soon asto desJgnEie them ronsidering the state of pre'aratom of 

It is possiblethe project for 
execution. e.. " ofJ 2. 

2. 
Afttr the one-farnily house haa been built the cooperative shall beths merber or expre thelconsent


the ho ale
itit has been allotted earlier e 

th hofserithae mbe aottedcuie theallof 


3. After the member has occupied the allotted house,
house shall becoane a hered4tary and transferable right and 
to exez:uticn. The effectiveness of the transfer of the rightthe admission of the buyer to the cooperatiV. 

to his occupying 


the right to this 
shall be subject 

shall depend on 
4he4.To he igh huse th -povisonsof ~v~n 2§r-efamly to4 4. To the rght to the o..e-faniiy house, the provisions of division 2sub-division I 'nd 3 of this chapter shall apply, with the provisions givenbelow being observed, 

A0.233. .If he right to the one-family house has devolved to several
suLF'eZors, they shal. appoint from among themselves, within a year from

the day 0- instituting Inheritance proceedings, a plenipotentiary to perform
legal act? connected with the exercise of this -. ght, includingon their be'half of a contract or the the conclusiontransfer of the ownership of the house.

In cLse of the ineffectii - expiry of this 
 term, at the request of the successors 
or the Cooperative, the court shrill appoint, in non-litgous proceedings, therepresentptive. The plenipotontiary (representative) shall have the right to take 
part inthe general meeting.

2. in case of the death of one of the spouses, In whom the right to the 
one-family house was vested IoLritly, the provisions of the precedingshall apply accordingly. section 

Art. 234. 
•

§ 1. The Rules may provide for the adoption by the cooperativeof a resolution on the expiry of the right to the one-fanily -house if the
member or his successor,' for reason dependent O. him, hzs failed
perform legal or factuial acts 

to 
without which. the further realization of the

investment programme ox, the Iransler to thifmembers cf the ownership
of houses built within a Jointly ralized invastr.lent project would be compl-cated. The Rules shall define in de'til the cases in rwhlch the adoption of
such a resolution shall be P-i--ds3-be. In case of the expiry of the right
for reasons for which the merr,bc.-:: not responsible, the cooperative shall pro-
pose to him the allotment of e -wling (the right to the dwel!ing of theownership type) if oin this given loc.-!i y it is buildings blocks of flats, with 
account being taken of the principles laid down in art. 205. 
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2. The Rui-g may provide for shortening the termn referred to in 
art. 227 & 1, but to #Qt less th n three months. 

3. In case of the impossibility to find a candidate to replace the member 
whose right 'o the one-family house has eypired through his own fault prior 
to occupylor- the house, the dues on account of the return --the sums 
paid for the building contribution may be dimnistahed by the costs incurred
for the pr..paration of the construction of the house destined for him. 

Art. 235, 0 I. After calculati: g the costs of construction and ultimately
determlring the amount of 'he building contributions, acer tihe members
have brought in these contributions, or a part thereof. Ar_ .akon over theliabilities of !he cooperative covering the rest of the dues on acc'unt of thecontributions, the cooperative shall transfer to the menbers the ownershipthe allotted houses together with the rights to the building lots.
 

§ 2. The ownership of the house may 
also be transferred to the successors
of the member or to the spouse if the rights to the house devolves to both 

spouses.
3. Apart from the -building contribution, the members shall be obliged
 
to cover the 
costs of transfer of the ownership of the house and also sharein the costs of liquidation of the cooperative if the transfer of ownership
takes place within the framework of liquidation proceedings. 

§ 4. After the transfer of the ownership of the houses, the comnoi 
water supply, sewerage, heating, and other facilities shall likewise becomethe. joint property of the owners of the houses. To this joint property, theprovisions of art. 136 § 2 of the Civil Code shall apply accordingly.
 

Art. 236. The Rule: may provide for the administration of the housesby the cooperative after the transfer of their ownership to the members.. 

t rtive Th rovsins of this division shall also be applicable In case 
the cooperative Isbuilding small blocks of flats for the purpose of establish
ment for members of the separate ownership of the dwellings in these blocks. 

DVSOZ N GAGE 
D~~1USWZxrsS PRF-,CSF. ANqD G ARAGMS,
 

ArL 238. § 1. The cooperative may Pllot business prenises to member&
(natural or legal persons) or lease them to other persons if the members 
or these persons J>ossess the qualifications to conduct activity in accordance
with the purpose of the premises. Upon the allotment, the cooperative right
to the business premises shall ar4se, to which ihe provisions conceroing theright to the dwelling of the ownership type shall apply accordingly, with
the provisions given below being observed. The provisions of art. 205 shall
not apply to members adrrtted to the cooperative in connection with seeking
the allotment of business premises.

§ 2. Onl) a ,person meeting the requirements defined in the preceding
section may be the buyer of the cooperative right to business premises. 



§ 3. The member enjoying the cooperative right tfl.usiness premises may 
let out or afford the use free of charge of the W'vhle or a part of the 
premises only vith the consent of the coopqratlve. 

§ 4. The cooperative may pass a resolutiqn -on the expiry of the right 
to business premnises if the member: . 

1) do--s not robaesf thie qualifications to condunt, the activity for which 
the premises are designed or does not prove such qualifications within six 
months" c the day on which he was called to do so by the cooperative; 

2) does not conduct on tht: orernises activity cnsistent with their purpose 
and does not take up such activity within s!x months from the day on 
which he was called to do so unless he ceased the activity for reasons 
beyond his control; 

3) lets out or affords the use of the allotted preises without the consent 
of the cooperative. 

A:&. 239. § 1. The principles of use by members of the cooperative 

of garages, of financing their construction, and of settlements on this ancount 
shall be laid down by the provisions of the Rules. 

§ 2. The -provisions of art. 229 § I shall accordingly apply to the return 
to the membf-c afler vacating the garage -f the payments which he made 
to cover the cost of Its construction. 

PA,.T I1 

Cooperative Uiions and Supreme Cooperative Council 

TITLE I Onembere 
COOPERATIVE UNIONS.. 

Art. 240. § 1. The cooperative union shall be a self-governing cooperative 
organization. It shall be set up on the initiative of cooperative organizations 
(cooperatives and their unions), expressed in resolutirns of the general 

meetings (congresses ol detegates) of these organizations, 
§ 2. The aim of the cooperative union shall be to extend to the affiliated 

cooperative organizationz assistance In thir statutory activity. The union 
shall support, in particular, the activity of youth cooperatives and cooperate 
In this field with youth orgaiiizations. 

§ 3. The cooperative union which is not a central undon hall associate 
In an appropriate central cooperative union. The provisions of art. 4 § I 
and -3 shall apply accordingly. M~oreover. thte uion' may asociate in other 

a .a tcooperative unions. 

Art. 241. § 1. With. a view to the realization -of the aim defined in 
art. 240 § 2. thE. appropriate cntral union ahall: 

1) carry out audits of the activity of the associated cooperative organiza- 
tions and issue instructions for them; . 

2) initiate and promote cooperation between the coope,'ative organizations 

..hich are its me. irs as -well as between theze organizations and cooperative 
,rganizations assocla t -, !n other unions; 

3) represent thr interests of the cooperatve organizations assocdat-d tn 
the union the before the organs of state power and administration, present to 
these organs the postulates and requests of the associated organizations and 
.nform these organizations of the decisions made in these matters; 

4) elaborate and pass opinions on drafts of legal acts pertaining to the 
;,ssociated cooperative organizations; 

5) initiate, improve, and disseminate the cooperative forms and methods 
n( management and of socio-educatonal activity; 

6) support organizationally and financially newly established cooperati
%.es; 

7) Initiate and extend assistance to the associated cooperative organizations 
.n the field of cooperation with foreign organizations. 

the central union shall perform other tasks resultingf,-rnmA 2.theMoreover,provisions of the law. 

Art. 242. In especiaily Justified cases, thc Supretne Cooperative Council
 
may grant social and economlc organizations, at their own request, the rights
 
.4 the central unions, resulting from this Act, with respect to the cooperatives
 
which are their members. With respect to such organizations, the Supreme
 

Coopcrative Council shall have the same rights and duties in the field of
 

iooperative matters as it has with respect to the central unions.
 

Art. 243. The union may run training centres, voca-ttional schools, and social j 

and cultural-educationbl facilities with a view to satisfying the needs of the i 
and employees of the a-wv.lated cooperative organizations and also 0 

he needs of its own employees. 

Art. 244. The Rules of the union may provide for conducting economic
 
activity with a view to helping the associated cooperative organizations to
 
carry -out their tasks. In this field of activicy, the appropriate provisions
 

concerning cooperatives shall apply to the union. 
Art. 245. § I. The Rules of the unions shall determine which cooperative 

rrganizatlons may associate in the union, the territory of activity, the name, 
and the seat of the union, its tasks and the details referred to in art. 5 § 1 
point 6 and 7, the principles of fixing the membership fees, and the Rules of 
a union which conducts economic activity m ealsothe subject matter of this 
activity wd the details menioned In art. 5 point 5. The Rules shall also 
atvt n h eal etoe nat on .TeRlssalas
lay down the principles of convening the congress of delegates, the election of 

the delegates to the congress, and the election and recalling of members of 

,Iher organs of the union. 
§ 2. Mcreover, the Rules ma: contain other provisions. 

Art. 246. The Union shall become a legal person upon its being entered 
into the register. The provisions of art. 6 § 3-5 and art. 7-9 shall apply ac
crdingly. 
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Art. 247. J 1. The orgaA3 of the union shall be: 
I) congress of delegates,2) counmcil, 
3) board. 
3) 2od.Te u2. 
t 2. The Rules may provide for calgig into being organ, other than those 

listed In the preceding g,eton. 

Art. 248. The -ngress of. delegates shall be composed of representatives
of the cooperative organtzafcrn associated in the union. The principles of 
fixing the number of deleiartes representing the individual organizations, 
members of the union, shall ba laid down by its Rules. 

union. 

Art. 250. ' 1. The exclusiv'e powers Of the congrqss of delegates shall 
include: 

1) examining the reports cn the activity of the union and .passing resolu-ions as regards the motion of the council, the board, and members of the 
union in these matters; 

2) passing resolutiord on the merger and division of the union and 
on its liquidation; 

3) adopting amendments to the Rules; 
4) fixing the amount of the lees paid by the member orgaNizations for 

the performance of the tasks of the unions, 
§ 2. The exclusive powers of the congress of delegates of the central 

union shall moreover include fixing the amount of the payment, by coopers-
tLves for the funds of development and adopting the regulations of this fund,which shall define its alas and the principles of spending it. 

§ 3. The Rules may reserve: for the exclusive competence of the congress
of delegates the adoption of rsolutions in other matters. 

§ 4. The Rules may entrst to the council the exercise of the powers 

mentioned In § I point 4 in periods beteen the congresses. 

Art. 2-51. The congress shall. be convened by the board of the union at 
least once every four years, at the date set by the Rules. Moreover, the con-
gress may be convened by the board at any time for important reasons. The 
congress shall be convened by the board at the request of the council or of 
one-tenth of the members of the union, or at the request of the Supreme
Cooperative Council or the appropriate central union. 

Ait. 252. J I. The scope of activity of the council of the union shall in. 
clude.: 

1) adopting the pian.s of activity and approving the annual report andbalance sheet;ain ees s on t2. 
2) passig resoluions on the purchase or sale of imrnovables and a .plant 

and on the encumbrance of immovables; 

3) dividing the balance surplus ar.d determining the manner of covering 
the lses;tel~ 

4) excluding (strildng off) members from the union. 
The provisons of art. 45 § I and 2 shall accordingly apply to the 

scope of activity of the council of the union. 
§ delegates unless the Rules for another recalled by the congrew8 3.ofThe members oZ the council shall be elected andprovide marnner of chooslng 

the members of the council. The Rules of the unionnt may ro de for the elec
tion by the couoll of its praesRdlum. The provnion of art. 46 § 3 shall acor
dingly apply to the scope of activity of the praesioufr. 

Art. 253. The board qhall be elected and recalled by the council of the 
union unless the Rul2s reserve this right for the congress of delegates. 

Art. 254. Members of the associated cooperative organizations as well as 
other cooperative activ4sts may be elected to the council and the board 

of th union. 
Art. 255. § 1. The resolutions of the congress of delegates and of the coun

cil of the union on the organizational and financial affairs of the union and 
in the questions of exclurdon or striking off of a member of the union shall 
be binding on all cooperative organizations associated in this union.

§ 2. The resolutions referred to in the preceding section shall be announ
c t. The coooertion edo In the mre nd t thldate andiate 
ced to the cooperative organzations in the manner and at the date indicated 
in the Rules. 

Art 256. 1 1. The cooperative organization to which the resolution of the 
congress of delegates or the council of the union pertains in matters refccicdto in the preceding section may appeal this resolution to the court within six Wo 

weeks of the day on which it was notified of the resolution. 
§ 2. The basis for the appeal may be an infringement by the resolution 

of the provisions of the law or the Rules. 
§ 3. The appealing of the resolution shall not interrupt Its execution. 

However, the court may secure the petition by suspending the execution of
 
the resolut!on.
 

§ 4. The decision of the court shall have legal validity with respect to all
 
members of the union.
 

Art. 257. § 1. In matters not regulated in this title, the provisions of part I
 
title 1, except art. 24 § 4, art. 32-34, and with respect to the central unions
also art. 91-05 and art. 103-107, shall apply accordingly. Moreover, the provi
sions of this Act concerning shares and contributions shall not be applicable 
to !he central unions which do not conduct economic activity.

•i '...The rights of the central unions provided for in art. 6 § 3 and 4, 
art. 68 § 2, and art. 110 § 1 shall be enjoyed by the Supreme Cooperative 
Council with respect to these unions. 
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S;TOTLZ U TIL1 

SUPREME.COOPERATIVE COUNCIL 

supreme or-
258. & 1. The Supreme *;Cooperative Council shall b the 

-
Art. task shall be to ensure the 
movement. Its

ganizat.o58 of the cooperative 
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.. 
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zations inPoland and abroad and organize the exchange of experience 
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them; for the
activity of cooperative organizationsth,
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in these organizations;
youth associated and employed 

lchootbenet of women and th activity of cooperatives:j initilate, and supervise op 
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the entire coperative moement and results of the activity of the
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organs of state 
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to the-central cooperative unions;
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8) initiate 
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tives for which, because of "the subjectappropr. ate central union; 
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the Rules. 


Art. 260. The organt, of the Supreme Cooperative Council shall be: 


I) General Meeting, 

2) Praesidium, 

3) Auditing Commission.
 

of theArt. 261. § 1. The General Meeting shall be the supreme organ
In all matters listed 

It may pass resolutions 
Supreme Cooperative Council. 


in art. 259. 
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-powers of 14eetlngand shall Include:thai!.Q6feral amendments thereto;
 

2) adopting the oprogrammes of activity of the Supreme Council;

I) 2.adoptingThe ex/j1:ivethe' Rules of the Supreme:Councll 

the memof the Praesdlurn and 
3) electing and recalling the members 

bers of the Auditing Commission; of 
and approving the financial plans and the armnual reports 

4) examinling 


of the fees of cooperative

Supreme Council; mid the date of payment

5) fixing the amount 
organizatiols.to thebenefit of the Supreme Council; 

, -, .:". ..
 

6)6 pasingresoliitlonl In the questlon't4 purchase, sale, or encumbrance of 
: -,.iimmovables. 

Art. 262. 0 1.* Tf6e.General Meeting. shall be corposed of: 
the congress of dele

1) repre.sentatives of the central unions elected by 
in the manner defined In the 

gates or the councils of the central unions 

Rules;

2) delegates of social and scientific orgizatons referredt
 

of the Supreme Council. andand the number of delegates
number of representatives§ 2. The of the Supreme 

their term of office shall be determined by the Rules 


Council.
 

§ 3. The General Meeting may also include cooperative activists elected 

number exceeding one-twentieth of thy. 
by the General Meeting, their not 


number of representatIves and delegate i.
 

Art. 263. § 1. The Praesdium shall direct the activity of the Supreme 
It in external relations.Council and represent 

all falling within, 0mresolutions in mattersthe exclusive c 
§ 2. The Praesldium may pass reerved for

of the Supreme Council, not 
the ompetece 

petence of the General Meeting.
 
+' l co t o th ac iv t a n finance
 

S2t.upe 'hem c nltl. C o m ss o s h control the activity and financesAArt.r t 264. "TheA Jditing Commisson shall 


.
of the Supreme C..ihcll. corn-Commissloni shall be 
265.4 1. The Praesidiumland the-Auditing 

posed of members of the General Meeting elected by secret ballot from amongst 
rn .;('A:"' tIn1fPr.e- du the Auditing
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commission, the principl~rS the 

of the Supreme Council. 
term of office shall be determined ~Y the Rules 

be out
Art. 266. The expenditures of the Supreme Council shall covered 

of the fees paid by the central cooperative unions and by cooperatives with 

respect to which the Supreme Council performs the functions of the central 

the amendmentsThe principlesthe andArt. 26-. detailed by Rules.modeThe ofRulesactivityand of the Supreme
deter inedCouncl shall be "bR 

http:organizatiols.to


thereto ahall become effecUve altzr the Volvodshlp Cc .n Warsaw, in non-
,-litigous proceedIngi has declared them consistent witih'he law. 

i. "...:, :-".: .. PART III 'ivle 

Cha4ges in]'hjtfttjng Provisions and Temporary and 

Dzvzszo,- z 
DIVISIONi 11.-

CHANGIES IN TE BINDLDU PROVISIONS 
Art. 268. The following changes shall be introduced in the Civil Code:1) tn art. 244: 

if art.ra 244:ona) In § I the words: "the 2ooperative right to the dwelling in building andhousing cooperatives" shall b- replaced with the words: "the ownership-type
right to the dwelling in housing cocperatlve"; 

b) in § 2 the words: "71,.1 cooperative right to the dwelling" shall bereplaced with the words: "The right to the dwelling of the ownership type";
2) art. 280-282 shall be deleted. 

Art. 269. The following chaLnges shall be introduced in the Code of CivilProcedure: 
1) in art. 833 § 3 the words: "to the active debts of members of indu-

strial productive cooperatives W ich 'accrue to them on account of their 
share in the revenues of the cooperative after the annual account and" shall
be deleted; 

2) in art. 890: .n 

th'i 
a) in J 2 In the first sentence, after ths words: "remuneration for work",words shall be added: '"ncluding remuneration for members and mem-

ter of their households in fatrnsg cooperatives, speclized agricultural c-operatives, and coop' ratives of naturpl persons running farms, associated in
he Central Union of Agrlou!tural Circles and Organizations";! b) § 3 ahall be deleted. •.e.. 

Art. 270. In the Act'of June 17, 1966, on execution proceedings in admini-
stration (Dziennik Ustaw no. 24, iten 151 and Dziennlk Ustaw of 1975, no. 16,Item 91), in art. 9 J 3 the words: "to the active debts of members of the
cooperative accruing to them on account of their share in the revenues of
the cooperative after the fir.ual account and" shall be deleted, 

DEVSION 

Art. 211. Intra-cooperatlve proceedings, proceedings before central unions 
and before organs called upon to hear cases of disputes, instituted prior to
the day of the entry Into force of this Act, shall be held according to the 

to-date regulations. 
Art. 272. The to-date regulations shall apply to the claims that arose bet-

ween the member the coperative before the day of the entry Into force 
:I this Act. IaWever, the provsIonl able to the 
esponsdbility of :merneji ;of~thebdaLn cases not co e' the council towarded befoij lthf'day of'tha ,eJr;it oc the cooperafteAtilve etry into force of the Act. 

Art, s ,0tnI year.'o-PCtday of the-i entry Into force of thisAcinat. 108ty. e ,m * ,o ytes, h1.tmiffice to pass the resolution referred to
 
~~~in § .. . , .
art. 108 

Art. 274. § _. the ownership of land estates constituting the property 
of the State and cu!tvated, on the day of the entry into forne of this Act,buy farming cooperatives, specialized agricultural cooperatives, and coopera
tive r
lives n ing .- rn, associated in the Centralof natural ersons rurnlsng Union of, sobf aen e Centaymnt.
Agricultural Circles and Organizations, shall be transferred, agan.it payment,
t; those ooopeatives at the request subtitted not later than within two
 
years from the 
day of the entry intoorce of this Act.
 

§ 2. The transfer of the ownership of these estates 
 to the cooperatives
shall be effected on the basis of a contract'oancluded in the form of a no
tarial deed, drawn up on the basis of the'decision of the local organ of stateadministration of the basic level. 

5 3. The Council of Ministers, after consulting the proper Sejm committee,
.hnll define by decree the detailed princiles of payTnent and the scopeof exemptions from notardal charges. 

§ 4. The State shall enjoy the right of preemption with respect to estates
purchased by the cooperative on the principles and in the mode stipulated 

the preceding sections. 

Art. 2TS. Industrial. productive . gpratves may allocate suMs for thfsocial and living Lund burdening the costs of Its activity, In a percent pro-'portop tQ the :re.'Yrieratioi for'wor*k app~led I' those cooperatives on the day
"il the entry into foru.e of this Act.Art. 2b8. § 1. The cooperaUve rights to business premises enjoyed by 

members'of housing coop~ratives on the day of the entry into force of this 
Act shall become the 'coopeiative 'rights to business premises within themeaning of art. 238 § 1. The members who have brpught in contributions
according to the principles which were In force in housing cooperatives (of the 
tenancy type) shall be obliged to complement these contributions 11n keeping 

with the provisions concerning the transformation of the right to the dwellingof the tenancy type into that of the ownerlip type. 

- 2. In case of the expiry of the cooperative right to business premises
,"ccupled by the renter, the cooperative may demand that the renter pay in
five yearly instalments an equivalent of the right to the premises. The pay
-ient by the cooperative of the equivalent to the former member or his legal 
t g:Lnterwhosuccessors shallhas madebe effectedthe tn the same Instalments. At the request ofpayment, thethe cooperative shall be obliged to admithim as a member and allot him the business premises. 
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Art. 277 § I. The .provisions of art. 208 shall -ot be applicable if themember has the right3 to two cooperative places, o.-. of which is occupied by 
a renter on the baslis of the •provisions of the housing law concerning thespecial mode of letting out places and buildings.§ 2. If the member has the right to two or more dwellings formed In
effect of rebuilding effected during the reconstruction of the buildingdestroyed by war hostilities and the rejoining of the dwelling is not possible due to technical or btilding obstacles, he may retain the rightone to onlyof them, and shall be entitled to an equivalent of the forfeited rights. 

Art. 278. Until the executive reguliat!nnc nro\,ided for In art 1. ;;r;art. 129 c, this Act are issued, the to-dat .... s,, oe appiicaole. 
Art. 279. § 1. The cooperative organizations ecsting on the day of theentry into force of this Act shall make amendments to their Rules in accordance with the requirements of the Act and in the manner provided fortherein. The cooperatives shall notify these amendments to be entered intothe register by July 1, 1983, at the latest, and the cooperative unions by 

July 1, 1984. 
§ 2. Until the regIstration of the new Rules, the provisions of the to-date

Rules shall remain In "force. However, In case. of a contradcUon between
these Rules and the provisions of the new Act, the provisions of this Act 
shall be applicable. 

§ 3. The Supreme Coopezative Council shall apply to the Volvodship Courtin Warsaw for stating the consistency of its Rules with the law by July 1,
1983. 

Art. 280. The Act of February 17, 1961, on cooperatives and their unions
(Dzieraik Ustaw no. 12, Item 61 and Dziennik Ustaw of 1974, no. 47, 
item 281) shall lose its validity. 

Art. 281. The Act shall enter into force on January 1, 1983. 

President of the Council of State: H. Jabloiiski 
Secretary of tht Council of State: E. Duda 
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OUTLINES FOR SOCIO-ECONOMICAL POLICY FOR THE
 
YEAR 1993
 

I. Policy objectives 

1. The transformation of the economy should lead to emerging social market 
economy in Poland, providing harmony between individual responsibility of man for his 
family and social solidarity. Achieving this goal proved however, to be more difficult 
than it was anticipated while the transformation of the economy inherited after nearly 
half a century of the connunist regime had begun. The past three years relentlessly 
disclosed the weakness of the economy and inefficiency of once created social institutions. 
The difficulties in adjusting which hampered the economy have its roots in the existing 
processes as well as in tile deficiency of institutional framework and the unawareness 
presented by mnimerous groups of the citizens. 

The government believes that for the polish reasons of State, for the polish 
economy there can be no retreat from the direction set three years ago. 

2. Creation the efficient, market driven economy which will allow to increase living 
standards of all the citizens, requires the revision of ecutiomnical law, structure of 
ownership, restructurization of national properties and creating institutions which already 
exist in modern democratic societies. The time provided for implementation of this 
enormous task is limied. The limits are social impatience and the need and will to join 
Europeai Communities. 

Both, the timing of the process of changes and their final result depend on decisions and 
choices concerning socio - economical policy, once taken. 

3. The polish econony has just started to go out of the recession being a result of the 
breakdown of the traditional markets caused by political and economical changes in 
Central Europe and on the territory of former USSR and also by intruduch!g the rules of 
economic calculation to assess the economical efficiency. The complexity of this task 
undertaken by the polish society can be clearly seen on the background of these difficult 
conditions and it is beconing more clear that the successflLly reforms depend, in the first 
place on the forces that polish society and economy possess. The external assistance may 
support the activities but by no means may it replace own work and selfdetermination. 
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4. During the coming decade, polish economy will require substantial investments. 
The preliminary evaluations stipulate that the value of the required means will be 
approximately equal to yearly national product, excluding the inherited foreign debt.. The 
government undertakes the steps aimed at removal of legal, structural and institutional 
constrains which hamper the changes in effectiveness. This process however, requires 
time and resources and that is why the main objective for the economic policy for the 
year 1993 is to overcome the recession. Maintaining the growth trends in the economy 
and conducting the necessary structural reforms will require conscious agreement of the 
society to restrict the current consumption. 

The government will create conlditions in order to make investments at the
 
sacrifice of the consumption more attractive for the citizens - by starting up personal
 
investments by the way of purchasing bonds and shares in the enterprises or banks or at
 
last by saving money in the form of bank deposits or shares in insurance institutions.
 
Accumulated savings will create the necessary capital for financing the process of
 
transformation.
 

Through animation of investlents activities, there will be possible to effectively
 
utilize the possessed resources and attracting foreign investors.
 

5. Drafting the goals of the socio - economical policy for the year 1993, the 
government has make a choice, the choice which has to take into consideration the current 
and long term goals. This can he achieved by the policy directed onto: 

1) 	 Development of private sector of the eionory through
 
fostering entrepreneurship, privatization and creation of
 
conditions for foreign investors
 

2) 	 activating the economic prosperity through fostering the
 
demand for local production and creating conditions for
 
making credits cheaper
 

3) 	 protection of the stability of money through of public
 
finances and limitation the inflation
 

These general goals designate the conditions for the implementation by the 
government the progranis recognized as priorities for 1993 and for the next years: 

- new system and privatization of SOEs, 
- chances for agriculture and villages 
- just and safe state 
- of public finances 
- social welfare of the citizens 
- limitation of unemployment 
- fostering economic growth 
- good and modern schoolin,., 
- availability of flats and d-welopment of construction 
- effective administration and deviopment of local governments 
- economic restructuring of regions. 
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The government has already taken the appropriate decisions initiating the first five 
of the above tasks; the next will be successively elaborated and implemented.' 

6. The new system of enterprises will be created as a result of speeding up the 
privatition of the majolity of SOEs and change of managing system of the remainhIg 
enterprises, what will allow to redirect the tasks of this group towards profit and 
development. The choice of fiture form of organization or the way of privatization will 
be determined jointly by the employees of SOEs and the representative of the State 
Treasury acting on behalf of the owner, according to the stipulations of the SOEs Act. 
Parallel, the constrains hampering development of SMEs will be successively removed. 
The development of the system o. ecnnomic subjects, appropriate for market economy 
and speeding up the adjustments to modern competition will be the result of this program. 

7. The agriculture requires deep resLructuring. The drought this year had strengthen 
the sensivitv of the sector for negative impulses. This sector provides mens forliving to 
almost 1/3 of the population and is deciding for feeding the whole nation. 
At the moment the agriculture is already obtaining credits in order to assist the sector in 
overcoming the results of drought and for necessary inputs important for agricultural 
production. The government will develop market institutions stabilizing the conditions of 
performance and will protect the sector fromh unfair fomeign competition, also will support 
the development of local farms. This actions will be .-omplemented by long term 
programs concerning development of the rural districts and implementation of these 
programs will be supported also with foreign credits. 

8. The constriction of market economy requires 'obeying the laws and security of the 
economic processes and security of the citizens and the state. The government is 
determined to fight corruption, smuggling and tax evasions. The government will be 
creating conditions to improve effectiveness the institutions responsible for protecting the 
legal system. The services concerning protecting the interests and security of the state 
concerning its foreign relations, will be strengthened. 

9. The state finances are in crisis. The state income diminishes as the result of 
recession. The appropriate tax service has not been yet u,ganized; many taxpayers fail to 
fulfil their tax obligations. At the same time the state's spending grow. The reasons of 
this situation is the delay in changing the forms of financing of the social sphere and 
growing number of families that have to depend temporally on the social welfare 
institutions. The renewal of public finances requires actions aimed at increase of the 
inflow the resources to the budget and at rationalizing the budgetary spending including 
improvement of the procedures of investing the public resources. Making the citizens 
aware of the fact that fulfilling the tax obligations is an aspect of solidarity, is also the 
way to increase social control over l)ubhic spending. 



F-118
 

10. The government believes that even with modest means, it should guarantee for the 

citizens certain basic social services, employee rights, health and educational services, 
which provide the social security of the citizens. The reform of many of the institutional 

solutions is necessary in order to improve management of this sphere, to limit the 

thriftlessness of means and at the same time to better adjust the variety of the offered 

services to the actual needs. The government is taking the legislative and organizational 

actions to enable entering non governmental institutions into construction of modem 

social policy. 

11. Implementation of basic priority programs will create possibilities for regaining 

development potential by the economy and for introduction of further programs. However 

at the first place it will mean important changes inthe way of functioning of the state 

concerning the mutual re!ations between the citizens and the state. This should make 

easier the construction of social market economy. 

II. Instruments of macroeconomic po!icy 

The activities of the government should be coordinated within the frames of 

consistent macroeconomic policy, including also partial policies such as monetary, 
budgetary, tax, price and income. 

12. Monetary policy 

The monetary policy will maintain such way of shaping the emission of money so 

that its surplus would ,ot generate inflation. Because the internal market will be enriched 

in 1993 with such new offers of sale as enterprises debts, stocks and shares of privatized 
the same level as in 1992enterprises, so maintaining the speed od money circulation on 

will not be possible. The demand of economic subjects for financial means will grow in 

connection with introduction of the tax on commodities and services." 

If the agreement with the IMF is reached, there will emerge new possibilities of 

utilizing new foreign credit lines. The condition to absorb these means by the economy is 

possession ( or possibility to gather ) the appropriate means by the polish borrowers. As a 

rule the economic subjects do not posses such resources, what results with poor level of 
cases applying for governmentutilization of credit lines already accessible or in many 

guaranties. This is almost not possible for SMEs, especially for the privatt ones, and 

causes the delay in transformation of the ownership structure, as a result of lack of 

knowledge about the rules of obtaining the guaranties. There are many cases known that 

the credit lines are open 'ut not utilized and the budget has to cover the expenses of 

maintaining these lines. Maintaining present conditions for bestowal the local credits will 

not allow for improving absorption of foreign credits and will therefore delay 

restructuring of the economy. 

The government will foster introducing credit guaranties and insurance systems 

allowing to diminish the risk of the banks and therefore to reduce the credit costs. These 

systems could be especially applied in the following fields: 
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exports and investments in modernization to support exports 
agriculture and housing 
investments in restructuring, mostly of short period of implementation, 
based on latest technological developments and meeting environment 
protection needs 
entrepreneurship support 

It is proposed to maintain the hitherto rule of crawling rate of currency exchange 
set in the relation with the currencies basket. 

The decreasing inflation and the above mentioned actions will favor the decrease 
of interests rate. The government will support this trend. Decreasing of interests rate is 
one of the basic conditions to trigger investments and also an element supporting 
aspirations of employees to participate in the privatization process, especially when 
leasing of the state properties is concerned. 

13. 	 Budgetary policy. 

In 1993 the budget of the state will be constructed in the way, that the volume of 
the deficit measured with the relation to the gross national product, will not be bigger 
than in 1992. This requires the stabilization of the budget income and restructuring its 
spending towards gradual development of active spending on investments related to social 
welfare, and requires the rationalization of the remaining spendir;g basing on the 
introduced changes in financing the social services. 

The budget will be based on the following rules: 

1) The increase of the participation of budget income in the 
national product will be modest in order not to create 
important decrease of market demand from the side of 
families and enterprises. 

1 

2) The level of subsidies will be maintained, however the form 
of subsidies will be verified, while the total value of 
subsidies can not exceed the volume of 1992; the actions 
towards rationalization of utilization of the financial means 
provided by subsidies will be undertaken together with 
actions aimed at rationalization of energy consumption. 

3) 	 Introducing the changes into level and structure of budgetary 
spending for direct and indirect support of investments 
concerning: 

verification of the scope of financing the 
investments started in the past ac so called 
central investments 

avoiding commencement of new, large 
investments financed by the budget 
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increasing the means supporting development 
of financial infrastructure enabling fostering by 
the state investment initiatives. 

4) 

5) 

6) 

14. Tax policy 

In 1993 there will take place: 

1) Introducing the tax on services and commodities 
2) starting the system of monitoring the tax holidays provided 

in tile past years [...] 
3) Introducing the system of modification of the tax on salaries 

rise as stipulated in the SOE Act 
4) 	 Abolishment of obligatory dividend in the SOEs and the fees 

for using the properties by the one person companies of the 
State Treasury. Both these burdens were settled by the SOEs 
by deducting the appropriate amounts from the profit and 
transferring in to the Treasury. [...] 

5) 	 Introducing the rule, that the SUMS not exceeding four times 
average salary spent for purchase of stocks from the State 
Treasury and the stocks of privatized enterprises, will be 
excluded from the personal income taxation. [...] 

6) 	 maintaining the hitht 7to relieves in the income tax for the 
subjects operating in the regions endangered with structural 
unemployment, and granting tax incentives for polish 
investors starting their activities in this regions and creating 
the jobs. 

7) 	 [...1 

15. Price policy 

In 1993, concerning the policy of the prices controlled by the state, the 
government will create conditions to squeeze inflatior and to foster the process of 
adaptation of the enterprises by: 

1) 	 modest and extended in time process of controlled prices 
growth 

2) 	 [...] 

3) 	 obligatory reassessment of the fixed assets by 28% as an 
average, according to equal rules for all the economic 
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subjects. This will create possibility for those subjects to 
obtain means for investments, however it may generate 
some inflation. 

16. Income policy. 

The goal will be to maintain real demand of families. This requires undertaling 

following settlements: 

1) 	 ensuring constant minimal pay in the public economy. [...] 

2) 	 maintaining the tax on growth of salaries included into the costs, as 
stipulated in 
the regulations concerning SOEs and companies owned by State Treasury. 

3) 	 the government is undertaking the restoration of the public services sector. 
The government shall - depending on its Financial capacities - strive 
towards proper shaping of revenues of employees in the budget sphcre, 
giving raises in the 3rd quarter of 1993. [...I 

4) 	 [.] 

5) 	 to promote a more unified participation of various social groups in the costs 
of the transf-,,'ation process, its is proposed to introduce changes in 
personal income tax through: 

establishing an additional tax bracket with tax rate 50%;
 
renouncement of the legal rule of valuation of the border values of the tax
 
brackets in 1993,
 
cumulative calculation of tax advances in the course of the year, in order to
 
provide payments proportional to the income. [...]
 

111. Science - ecology - security 

17. 	 Scientific policy 

18. 	 Ecological policy 

19. 	 Economic and defence policy 

20. 	 Policy of internal security 
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IV. 	 Policy towards enterpises 

21. SOEs are the dominating form of organization of economic entities from the 

standpoint of size of production, offered places of employment, involvement of national 

property and sources of revenues for the budget. Therefore, manners of stimulating 

economic development cannot be considered without special attention being given to this 

group of entities. 

22. 	 In 1992 work will be finalized on the draft act on the manners for representing the 

State Treasury and managing its property. The purpose of this act is the creation of a new 
Aside from the alreadyform of performing the function of owner towards sate property. 

existing State Agency for Agricultural Properties, which performs the function of owner 

towards state farms, it is necessary to establish an institution which would perform these 
The scope of statefunctions towards state property in other sectors of the economy. 

property and the awareness, that excessive centralization of ownership functions can lead 
institution unable to function effectively, leadto centralization of rights and creation of an 

to a search of intermediate solutions, enabling a diversified attitude to various components 

of state property located in different sectors of the econony. [...] 

Rules 	for the management of selected sections of state property will be vested in the funds 

of the State Treasury, which will perform the function of owner towards these sections. 

This means that these funds would have the right to make privatization decisions and its 

manners, lease and sale. The funds would also supervise and evaluate the work of persons 

managing the enterprises. ... ] 

23. 	 Regulating the rules for managing the property of the State Treasury leads to 

changes in the current scope of rights of the founding bodies towards the SOEs. These 

rights will be taken over by the above mentioned funds. Reform of the founding bodies 

will enable the improvement of functioning of the administration and its adaptation to the 

needs of market economy. 

as24. 	 Separation of institutions which will manage the property of the State Treasury, 

well as final decisions on the scope, form and rules for reprivatization, should support the 

privatization processes. In 1993 changes will be introduced into the legislation, which will 

allow for a more active participation of employees in choosing the options for the 

transformation of state enterprises. 

According to the proposed amendment of the Act on State Enterprise and the Act on 

Privatization of SOE's: 

I) 	 employees of state enterprises which demonstrate positive economic results make 

the choice of the privatization method within about three months. Representatives 

of the employees in negotiating with the management will be able to choose: 

- sale of the enterprise to a large domestic or foreign investor,
 
- sale of shares and s.ocks in a public tender;
 
- buy-out of the enterprise by the management or employees;
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- entrusting a bank or an investment fund (eg. pension fund) with a majority of the 
shares 	(controlling package). 

2) 	 In companies which lost their financial liquidity, employees can also participate in 
privatization, but under the condition of entering into conciliatory agreement or 

bank conciliatory proceeding with the creditors. A condition for such agreement is 

the preparation of a program for improving the standing of the enterprise. [...] 

A second method of privatization, available to enterprises with no financial 
liquidity, is entering into a management contract with a selected group of 

specialists. [...] The management would gain the right to increase its future 

owner's share in the enterprise, from the value established in the original contract 

(eg.3%) to a value increasing according to the improvement of the company's 

results (but no more than 20%). Similarly, the contract would define the manner 
for increasing the ownership shares of the employees, from the original 10% up to 

40%, as the results of the company improve. 

3) 	 Small state-owned enterprises - regardless of their financial situation - will be able 

to establish eml)loyees' companies, which will take the assets under their 

management on the basis of a lease contract, or will purchase the assets. In the 

case of indebted enterprises the employees' companies will have to obtain bank's 

approval for leasing or purchase. 

4) 	 enterprises which (o not select the privatization method themselves will be 

transformed into single-owner companies of the State Treasury by force of law, 
based on the decision of the Minister of Privatization or the founding body 
(representing the State Treasury). Such enterprises can be managed under 
management contracts. [...] 

25. 	 The above rules of privatization do not include certain groups of enterprises, 
namely: 

- SOEs included in the Mass Privatization Program, 

- SOEs which are crucial for the functioning of rail, pipeline and air
 

transportation, as well as telecommunications,
 

- SOEs of special importance (eg. industrial enterj)rises located at penitentiary 
institutions, SOEs which have strategic importance for flood prevention and 

providing appropriate water supply). 

.Rus for the functioning of the above listed groups of enterprises will be defined 

by the 	Council of Ministers. The rules for privatization of the agrarian sector enterprises 

will also be different, as the participation of agrarian producers is also assumed, alongside 

participation of the employees. [...] 
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26. In 1993 a special legislative regulation will be introduced (the act on financial 
restructuring of enterprises and banks), which will allow those enterprises which have a 

ready restructuring program to enter into conciliatory agreement with the bank and at 

least half of the creditors, on postponing the payment of the debts or replacing the debt 

with stocks of the enterprise transformed, under this procedure, into a single-person 
company of the State Treasury. [...] 

27. Work is in progress, together with the World Bank, on establishing in 1993 an 

intervention fund, which could be the source of credit for enterprises which have 

restructuring programs but are not able to acquire full resources necessary for the 

implementation of such a program. [...] 

28. Institutions supporting the above described processes will also be the resources 
obtained under international assistance for the purpose of training of management and 

experts preparing restructuring programs; as well as the credit guarantee facility for 

SMEs located in regions where the economic situation is difficult. 

29. Implementation of this scenario of changes in SOE management and their 

privatization is related chiefly to the implementation of the "Pact on State Enterprise". 

Solutions of the Pact will be supported by active industrial policy. Its goal is increasing 

effectiveness, competitiveness and innovations in the enterprises; and in the nearest 
future: stopping the recession, connencing a consequent change of the structure of the 

industry, implementation of ownership transformations, stimulating the development of 
SMEs. Industrial policy will be implemented with the maintenance of problem and 

sectoral aspects. These two options should not be mutually exclusive. 

30. The already performed sectoral studies allow for the separation of several sectors 
of the industry which require special solutions in the restructuring programs. These 
sectors include: 

defence industry, fuel and energy sector, industries which are energy- and 
capital-consuming (steel industry, cement industry, heavy chemical 
industry, wood and paper industry) - that is, the so-called strategic sectors, 

industries: petro-clhemistry, electronics, packaging, pharmaceutical, 
production inputs for agriculture, light industry, equipment for environment 
protection - the so-called priority sectors. 

The cost of restructuring will be borne by the companies themselves and their new 
owners. However, part of them will require government assistance in the form of credit 
guarantees and money for debt reduction. [...] 

The government shall present proposals for actions in the years 1993-2000 in the form of 
a long-term policy program. [...] 

•/\
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V. 	 Economic cooperation with foreign countries 

[...] The basic instruments supporting export in the year 1993 shall be: 
31. 

- internally consistent system of credits and credit guaranties for export of goods, 
especially investment goods; [...] 

- modified, as a result of negotiations, rules for utilizing some foreign credits; 

on trade risk 
- improving the functioning of the system of credit export insurance 

non-trade risk (political risk insurance 
system of insuranceand the creation of a on 

and disaster insurance); 

- making banking procedures more effective, introducing changes in foreign 

currency regulations which would create conditions for a fuller utilization of 

foreign financial resources; 

duty and turnover tax on imported raw 
- continuation of the refund of the custom 

materials and components for export production. After the introduction of the 

gain an even bigger tax deduction, as they will have the 
VAT, the exporters will 


VAT refunded;
 

income growth for exporters;
- continuation of the deduction of tax on 

[...]- further privatization of the foreign trade sector. 

32. 	Condition of commercial treaties with abroad. 

33. 	 [... 

34. 	 [... 

VI. Agriculture 

35. 	 [...] 

1993 the activities of the government will be concentrated on solving the 
36. In 

to the current production and economic situation in agriculture
economic problems related 
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and in the agrarian market, and on tile creation of conditions for permanent effectiveness 
and structural changes in tile agriculture. [...] These activities will concentrate on: 

1) 	 maintaining in the spring tile credit line with lower interest rate (less than 20%), 
which is designated for the financing of production investment, such as the 

purchase of seed, mineral fertilizers, pesticides, fodder and fuel. The difference in 

the interest rate will be covered from the state budget and resources designated for 

restructuring of agriculture; 

2) 	 providing direct production assistance to farmers who bore the largest losses due 

to drought and limited inputs; [...] 

3) 	 extending the scope of the activities of the Agricultural Market Agency, which 
aside from intervention purchases and collecting state reserves - will actively 

participate in wholesale trading and international trade of agrarian and food 
products, preventing the instability of the food market, both from the standpoint of 

prices and supply; 

4) 	 maintaining the instruments regulating foreign trade of agrarian and food products, 
which were periodically introduced in 1992, and which limit excessive export of 

agrarian products (especially for lowered prices) and cause the influx of products 
(especially fodder and fodder mixers for prices lowered due to the temporary 
suspension of customi duty); 

5) 	 applyir.g preferential credits for the purposes of purchase and maintenance of 

agricultural goods, in order to decrease the costs and losses related to the seasonal 

agricultural production; 

6) 	 maintaining the system of establishing minimum prices for the basic agrarian 
products; 

7) 	 introducing supplementary payments in the import of basic agrarian and food 

products and other instruments for the protection of domestic producers. 

37. 	 As the agrarian market stabilizes, long-term activities shall be supported, whose 

goal is the improvement of effectiveness of agriculture and increasing its cimpetitiveness, 

through creating conditions for more rational use of production potential. In 1993 

activities shall be undertaken for: 

1) 	 establishing an effective system for the creation and propagation of biological, 
organizational and technological progress, which would limit production costs in 

agriculture; 

2) 	 supporting modernization and restructuring processes in agriculture and developing 

agrarian infrastructure (especially water supply and sewage), with the utilization of 

resources from domestic credits and foreign assistance money designated for the 
support of such processes in agriculture; 
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3) 	 changes of the ownership, structure and organi7ation of state farms, performed by 

the State Agriculairal Property Agency. Preferences will be given for using land 
for the increase or creation of family farms; 

4) 	 multifunctional development of the countryside. In areas which are backward and 
threatened with the highest unemployment rate, the development of services, 
private food- and agrarian products processing, crafts and trade will be supported. 
A system for the training for countryside people in professions useful outs;, of 
agriculture will be created; 

5) 	 creation of conditions for the recreation and development of authentic rural and
 
agrarian cooperatives. [...]
 

38. 	 The transformation processes will be supported in 1993 also through subsidies and 

preferential credits for selected purposes. 

VII.Social policy 

39. [.1 

40. [...] 

41. [...] 

42. [...] 

43. [...] 

44. [.. 

45. [...] 

46. [...] 

47. [...] 

48. [...] 

49. [...] 

VIII. 	 Regional policy 

50. Regional policy concentrates currently on the results of transformations, which are 
specially strong in regions undergoing economic restructuring, and which are threatened 
with high structural unemployment. [...] 

51. In the voivodships of Katowice, L6Jd, Walbrzych, in north-eastern Poland and in 
some regions.of south-eastern Poland, which are dominated by huge SOEs, work shall be 

http:regions.of
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continued on creating ways and institutionis which will enable effective influencing the 

restructuring processes. [.. . 

Activities envisioned for these regions include: 

successive removal of barriers arid legal gaps in the restructuring processes, 

- creating special economic solutions which promote the development of small 

businesses (incubators, leasing of machinery and equipment, easier access to land, 

utilization of part of the assets of SOEs). 

Economic suppor, in regions threatened with high structural unemployment will be52. 

implemented in 1993 through:
 

better use of tile already existing instruments, such as accelerated depreciation,1) 
subsidies for infrastructure investments; income tax holidays when the investment 

of a foreign entity exceeds 2 million ECU; granting entities using the "tax card" 

the right to have more employees; deductions in income tax obtained due to 

professional training of employees; 

2) introduction of new solutions, such as: 

- periodic deductions in income tax for domestic investors generating 

employment in these regions; 
- preferential credits for "small business" investors, provided that foreign 

assistance resources are obtained for this purpose; 
- credit guaranties for SMEs, issued by the Credit CGuarantee Fund, which is 

being created; 
- subsidies for infrastructure investments instead the subsidies for the 

creation of new workplaces, which were introduced in 1992. 

53. [...] 

54. [...] 

55. [...] 

Annex 2
 

Supplement to the Socio-Econonic Policy Assumptions for 1993
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I. sellected elements connected with condition of the econohiy 

1. [...] 
2. [...] 
3. [... 
4. [...] 
5. [..] 
6. [...] 

H. Projection of macro ideas 

of the changes suggested by the governmentMI.Financial outcome 

Assesment of anti and pro inflation factors mentiones in the "Outlines" together
IV. 

with evaluation their qiiantitativ impact onthe inflavion rate
 

V. 	 Elements of industrial policy 

support 	the economic tendencies and 
The main goal of the government in 1993 is to 

creating a climate favorable for investments in enterprises (public and private) which have 

higher Lliar average effectiveness. 

The activities of the government shall focus on: 

for those SOEs which have restructuring plans (debt reduction act);
1) 	 debt reduction 

2) 	 preferences (accelerated depreciation, income tax deductions) for entities investing 

in regions threatened with unemploynent; 

3) 	 creating - in agreement with the World Bank - a restructuring fund for SOEs. The 

creation of such a fund depends on the acceptance by the IMF of the program of 

socio-economic policy; 

4) 	 organizing a Credit Guarantee Fund for SMEs; 

5) 	 introducing income tax deductions for legal and natural persons reinvesting their 

profits; 

developing active forms for combatting unemployment (training in new
6) 

loans for people becoming self-employed, subsidies to infrastructureprofessions, 
investments in the local markets); 

7) 	 simplifying the rules for leasing; 

8) changing the manners of financial management of SOEs - increasing the value of 

formula for calculating dividend
depreciation deductions, renouncing the current 


and payments for the utilization of State Treasury property;
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9) 	 continuing the restructuring processes of coal mines, state railways and armament 

industry. 

VI. 	 Incentives for savings and investment 

[...] it needs to be stressed that in the opinion of the government the fundamental activity 

in this respect is accelerating privatization of most 'f the SOEs and Chaiging the nles of 

management of their remaining part, in order to turn them into entities oriented in profit 

and development. At the ,,Pme time thc government will be supporting individual 

entrepreneurship and crea ng conditions fir attracting foreign investors. [...] 

Stimulation of savings of the citizens will be supported by the creation of various ways of 

transforming these savings into active capital (personal investment activities, purchase of 

stocks of privatized SOEs, bank deposits and fees in insurance companies whicE will 

perform the function of an investmet institution). Income tax exemption shall be granted 
are used for the purchasefor amounts not exceeding four times the a,,.rage salary, which 

of shares or stocks from the State Treasury and stocks of privatized SOEs. Expenses for 

that purpose made by legal persons will also be made tax-free. [...] 

Mobilization of resources for investment puq)oses will also be supported by: 

- increasing the own resources of SOEs due to amortization and revaluation 

of fixed assets; 
increasing tile alsorption of foreign credits through creation of appropriate 

conditions for foreign investors; [.. 
- inspired by the government introduction of a system of credit guaranties 

and insurance, which would lower the bank's risk; 
- preparation and implementaticn of rules for budget's participation in 

of economic infrastructure;investments in the area 
for quick-return projectsdesignating part of tile budget resources 

(development of border crossings, energy-savings investment in the so

called budget sphere); 
in the state budget which will support the developmentincreasing resources 


of financial infrastructure.
 

VII. 	 Activities promoting better credit absorption 

In 1993 the following activities are envisaged: 

- commencement of bank conciliatory procedure, which will allow to free 

some state banks and the Food Economy Bank from part of the "bad
 

loans";
 
preparing state-1'<,ed b, ':s for privatization;
 
maintenance of preferential credits for fa) ners;
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in l)roving Ihe ri. s of iou sin credits through increasing the maxinlui 
cre(li amountl (from 36 to 47 times the m1onthly household income) and 
lowering the imnount of cap tlized intierest from 125 % to 110% of the 
piin rate of tile N 31); 

- c'ealtio of cre'dit inlralCe instiluliotis for SME.s; 
- establishing a credit glarantee institution for expoiters; 

- new rules for State Treasury guaranties for foreign credits; 
- oaining access. as a tesuilt of renewal of the agreemrent with the IMF, to 

new torcign credit lines; 
possible renegotiations of some credit agreements with foreign partners. 

VIII. Problems of' iionelary policy and social welfare 

IX. The salaries f'or the enil)loyees of the budget sect or 

i'nliinlt'o"ilvestnivlts.X. The probleis ol'it 
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EXCERPTS FROM
 
THE "PACT ON STATE ENTERPRISE"
 

Excerpts from the Act of July 13, 1990 
(Journal of Law #51, item 298) 
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Excerpts from the Act of July 13, 1990 on the Privatization of State-Owned Enterprises
(Journal of Laws #51, item 298), with subsequent changes, and with consideration of 
changes proposed under the Pact on State-Owned Enterprises. 

Art. 1. Privatization of a state-owned enterprise means the sale to third parties shares or 
stocks belonging to the State Treasury, in companies created through transformation of 
state-owned enterprises; or the disposal of all material and non-material components of 
the assets of a state-owned enterprise, under riles rpecified in the act. 

Art.2. The Council of Ministers, by way of decree, defines the types of companies
created as the result of transformation of state-owned enterprises, whose shares and stocks 
may be sold after receiving the approval of the Council of Ministers, and types of state
owned enterprises whose liquidation for privatization purposes requires the consei of the 
Council of Ministers. 

Art.5.1 The Minister of Privatization can transform a state-owned enterprise into a 
company: 
1) at the motion of the founding body, submitted after receiving the opinion of the 
director and employees' council' 
2) at a joint motion of the director and employees' council, submitted after receiving the 
opinion of the general assembly of employees (delegates), and after consultations with the 
founding body,
3) at the motion of a representation of individual farmers or fishermen who are constant 
suppliers of raw materials for the enterprise's production. (...) 

5.2.3. The Minister of Privatizatio.i may refuse to perform the transformation of a state
owned enterprise into a company due to the economic, financial or organizational

situation of the enterprise, or important interests of the state (...)
 

Art.8.1. The transformation of a state-owned enterprise into a company is a change of
 
the legal status of the entity and does not cause any changes in the rights and obl'igations
 
resulting from civil and legal relations and administrative decisions.
 
8.2. A company created as the result of a transformation of a state-owned enterprise
remains a single-person company of the State Treasury until the time when at least one 
stock is sold to a third party (...) 

Art. 19.1. Within two years from the transformation of the state-owned enterprise into a
 
company the Minister of Privatization shall offer for sale, in a manner described in
 
art.23. all stocks of the company. (...)
 

Art.22. 1. Before the sale of the stocks the Minister of Privatization, with the consent of
 
Minister of Finance, can, acting on behalf of the State Treasury, take over free of
 
payments pa--t or whole of the company's debt or pay it off. (...)
 

Art.23. 1. With the restriction of Art.24 - 24 b, stocks belonging to the State Treasury
 
are sold ih the following manner:
 
1) in a competitive bidding,
 
2) on the basis of a public offer,
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3) 	 as a result of negotiations undertaken on the basis of a public, invitation (...) 

Art.24.1 Employees of a state enterprise transformed into a company can receive free of 
charge 10% of the overall number of the stocks of this company, owned by the State 
Treasury. 

24.c. The stocks, described in art.24 and 24.b, cannot be -he object of public trade
 
before the end of one year since the first stocks were sold under general rules.
 

Chanter 4
 
Privatization through liquidation of a state-owned enterprise


(direct privatization)
 

Art.37.1 The founding body, after receiving the approval of the Minister of 
Privatization, can liquidate a state enterprise in order to:
 
1) sell it,
 
2) bring it into a jeint stock company or a limited liability company as a non

monetary contribution, 
3) give it into paid use to a company which fulfills the conditions described in art.54. 

37.2. 	 Disposal of property for a purpose described in par.1 are done for the benefit of 
individual or legal persons, with the exception of state-owned enterprises, and state
 
organizational entities, which are described in article 29. (...)
 

Art.39.1. The founding body commences preparatory procedure in order to liquidate a
 
state-owned enterprise for the purpose described in art.37. 1, p. 1 and 2, at its own
 
initiative. It can also start the procedure:

1) at a joint motion of the director and employees' council, submitted after receiving
 

the opinion of the gneral assembly of employees (delegates),

2) 	 in a state-owned enterprise managed on the basis of contract, which is described in 

chapter 8a of the A ., on State-Owned Enterprise!s, of September 25, 1981 (...) [it
is the contract for management of the state-owned enterprise, entered into by the 
State Ti,.asury, represented by the founding body, and a legal or individual person
 
- the so-called manager's contract]:
 
a) at the motion of the board of directors of the enterprise,
 
b) at the motion of more than a half of the total number of employees,


submitted no earlier than 30 days before the expiry date of the manager's 
contract, 

3) at the motion of more than a haif of the total number of employees of an 
enterprise, in which there is no employees' council. (...) 

Art.45.1. The founding body sells the enterprise or its organized part by way of: 
1) 	 public bidding, oral or by tender, 
2) 	 negotiations commenced on the basis of a public invitation. (...) 
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Art.57. 1. The enterprise may be given to a company for use for a fee, provided that:. 
1) the request for receiving the enterprise to use for a fee was submitted by entities 

described in art.39.1, p. 2, 3b, or p.4, 
2) the company, established after the submission of the request, which is described in 

p. 1, consists of more than a half of the total number of employees of the st;te 
enterprise (...), 

3) 	 the stock- or shareholders of the company are only individuals, who reside
 
permanently in Poland, unless the Minister of Privatization, at the motion cf the
 
founding body, allows Polish legal persons to participate in the company,


4) 	 the paid stock or founding capital of the company is equal to at least 20% of the
 
joint value of the founding fund and the enterprise fund (...).
 

Art.60. 1. The enterprise or its organized part is given into paid use on the basis of a 
contract entered into between the company and the State Treasury, for a period of time no 
longer than 10 years. 
60.2. 	 In the contract, described in par. 1, the parties may decide that: 

1) 	 after the expiration of the period, for which the contract was established, 
and the fulfillment of conditions defined in the contract, the ownership 
right to the contract will be transferred to the company, 

2) 	 after the expiration of the contract period, the company has the priority 
right to purchase the assets it has been using; price is established after the 
contract expires. (...) 

Art.61. The ownership of the object of the contract may be transferred to the company 
before the contract period expires, provided that the company has paid at least 49% of the 
value of the enterprise (...) as specified in the contract. 



F-139
 

CARESBAC-POLSKA S.A. 

Brochure 



-RESBAC-POLSI(A S.A. 


INFORMACA O(OLNA 

SBAC-Polskakawio,1jest zarejcslrowan-1 w Polscc firin1 in-,ClPns n wsp6prac z malyini oraz frednini 

iii. polskimi przedsibiorstwanii. Powstala w 1991 ro-
szwie, slawia sobic za nodslawowy 4cl wsp6lfinan-
biecujqcych przcdsicwzi6 w dziedzinach o prioryle
aczeniu dia polskiej gospodarki. 

yeje CARES BAC-Poiska bqd1 policzoie z po0 
cz.l i szkoleniamni organizowanyli przcz inne 
odowc orgailizacje polngaj.ce Polsce. Ponadto•AC-Polska pragnie wsp6lpracowa6 z polskilni przcd-
ai. kt6rych kicrownicy oraz wlaciicle wyr6-niij.1
i 	 pozionci fachowoki i gwamnnuji rozw6j przed-

aw przyszlogci. IIIozi 

SBAC-Polska nie jest bankiei i nie udzicla kredyl6w
h, natoniast podejinuje sit; wsp6 l1inansowania przed-
odii zponizszymii zsadaini: 

'ielko.4 Inweslycji 
I USD 75.000 do USD 300,000. w przcliczeniu nw 
"te polskie 

py Wsp6linwesiorania 

JziaIy kapitniowe oraz forniy pochodne 
6tko i dlugookresowe opcje nabycin majolki 
Izialy preferencyjne z ino2liwoci zainiany na majit-

,zyczki z mozliwo~cih znaniany tn udzialy 
sp6lfinansowanie z ,toliwogc.' udzintu w zyskach
1z Wsp611in.ulsowaniie inieszane (np. po.yczka pol.1-

z mo2Iliwogcil

asing 

mraklerystyka Przedsitbiorstwa 

Dnn udzialu w zyskach) 

trudnienie od 15 do 100 pracownik6w 
r6t roczny pomigdzy USD 150,000 do USD 
100.000, w prieliczenin na zote polskie 
artogd posiadanego majliku od USD 50.000 do USD 
)0.(00. w pr/eliczeniu na zolte piolskie 

* 	 Preferoware Dziaty Gosp darki 
Rolicwo i przemysl ,ioino-spozywcty tj. produkcja 
[O.fliin i zwierz.ca. pizetw6rsI vto. opakowania i dys-
_iybucj produkl6w rolnych ora'oprodukcja i dystrybu
cja ar!ykul6v do piodukcji rolnej 
Przemysl lekki produkuij;cy ni, ekspoit 
PrzedsiV.wzimcia dzialajilce na rzecz hudownictwa 

Podstawowc uslugi dla pizedsivbioistw, np. uslugiksi~gowc. inforniatyczne ornz drukaiskie 

Ptterzcdsiwziaci n zystndinykm i go s 
kaic6w 

0 	 Formy Wfasno.ci 

0 wsp61finansowanie inogqjubiega6 siV zarejestrowane~w Polsce przcdsivhiortslwa prywaine z conajmiicj 51%Y', 
udzialein strony polskiej. 

0 	 Procedura Uzyskiwania Wsp6lfinanlsowania 
Pierwszyi kmokicm jest wypelnienie kwestionariusza 
przygoowanego przcz CARES BAC-Polska. kt6ry 

uzyska6 pod nizcJ ixodanyin adiescin 
A CARESBAC-Polska est SIxSk prap.500000 
iicsZnym. Wsi,61inwcsloowuiic z tiud.ialem CARES BAC-Polska 

odbywa s,1€na warunkach kom iercyjnych. nie sitprewidywane 
darowiznyn i bezzwomine poiyczki. CARE5,BAC-Polskakonkutencyjychsnwumikachi 	 mjnO.c,luiy6 dornldzt,.vin Spi'nw 

wach finansowych zv'i;ilanych z prowadzcnici przedsiqbior-
5sta. 

GENERAL INFORMATION 

A CARESBAC-Polska is a Polish-registeirtd investment coin-
pany thait focuies on the financial and business needs of small-
and imcdiui-sized privaie Polish enterprises. Establishedin 
Warsaw in 1991, CARES AC-Polska's primary funclion is to 
provide risk-capital financing to existing enle[prises tIhat dC-
nionslirate a high potential f r success and are cngaged iii cco-
noinic 7ctivities of high priority to the Polish ecollnily. 

A 	CARESBAC-Polska generally will invest in combination 
with techniical and training assislanc- lfrom other private and 
public international organizntions providing %reign aid to Po-
land. Above all. CARESBAC-IPolska seeks to woik io partner-

ship with Polish enterprises whose employces. n.'hagcrs and 
owners demonstrate nhigh degic of integrity, comlpetence and 
comnuCtCh to success i at free-markei economy. 

A 	 CARESBAC-Polska is not a hank and does WI povide
bank credit rinancing. Instead. CARESBACPoI.ka priiarly 
provides long-term risk-capital financing in accordance with 
the following general guidelines:

0 	 Investment Amounts 

USD 75,000 to USD 300,000 in Polish zlotys 
0 Investment Structures 

Equity and quisi-cquity 

Equity options and warrants
Preferred stock convertible into equity 
Dcbt convertible into cquity
 
Participating and hybrid in1srumenits
 
Lease financings with equity righits
 

0 	 Business Size
 
Employmcnt of 15 to 100 persons
 

Annual turnover between USD 150,000 and USD 
in Polish zlotys

.t iCurrentowner's equity between USD 50.0500,000 in Polish zlotys	 nd US, 

Priority Sectors 
Agro-food industry from pioduclioi Itollough eiiling 
Light industries for export 
Businesses supporting the housing industryEssential business services, like printing 
Businesses helpful to the environment 
Other businesses helplul to Poland and its people 

0 Registration 

Polish-registered private enterprises with at least 5 % 
Polish ownership 

0 Application Procedure 
• from 

To begin, obtain and compleic aCompany Pmlhle rolm 
CARESBAC-PoIska in Warsaw at the address below 

A 	CARESBAC-Polska operates under Polish law as a joint
stock company. It invests oii stictly commercial ternis and does 
not provide grant or subsidy funding lbr any plurpose. CARES
BAC-Polska sometimes will provide other business and Iina
cal advisory services to clients at competitive iiarket rates. 

http:CARESBACPoI.ka
http:Wfasno.ci
http:zwierz.ca
http:polngaj.ce
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Sir or Madm,d"Dar 

-leased the activities.of 
Rr Socio-Econo4ic Inifaves. This:sth ',i'Com 
,rleannual.reportof BISE, a new bankdin g tio 
'peratingsince July 1990. 

p., rortoni Ban/ 

:The main thrust of the Bank'S activity isto coopera 
?with small and medium sized enterprises. .eir rap 
development was one of the most significantfeaiures 
the current transformaaionof the Polish economy oi 

the past t-,,o years. We not only offer them investment loans on.favoural 
conditions, but also provide counsel and assistance in business managem, 
and establishingmutual links between enterprises. Our expe.ience shows t 
such help is indispensable,especially to the numerous entrepreneurswh" h. 
recently startedoperationsin Poland 

We try to maintainclose relationswith all kinds of subjects newly establishe 
the socio-economicsphere, such as foundations or associations,L*e., non p 
groups. They benefit from the cooperationwith the Bank, which helps t 
attain theirstatutorygoalsandmost efficiently managetheirfinancialresou 

Considerable assistance has been given to us by our French sharehold, 
Caisse Centralede CriditCoopiratifand Cr6ditFoncierde France.•They 
given BISE employees many opporunitiesto upgrade their qualification., 
compare the situation as it exists in Polandwith that of other countries 
developed banking systems. As a resul4 BISE has been able to introd 
nwnber.Of solutions never tried in Polandbefore, e.g. the Bank's Gua 

Fu4 seon heidea.of mtual, rg of credit risk between a.ban 
the borrowers. ' 

We anticipatethat the Bank will continue to develop rapid in the n, 
years. The stock capital has nearly doubled since the Bank was esta! 
The next issue of shares, for current and new shareholders,is plannec 
nearflutre. Early in 1992 the range of services was broadenedconsi, 
foreign operationsincludedand a new BranchOffice was opened in Ap 
in orderfacilitatethe task 

http:nwnber.Of
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When BISEasd a lending-only bank into a.depository_intu

ion asl Aithe resources tourdiposalwill ii'creaseand 'ur lendingcapqici.. 
should epand accordingly.,W'arefully aware, however, that with the growth 
in lendiigcapacity must come'a parallelgrowth in our ability to analyend
ingproposals,in ord.erto preventany decisionswhich might expose ourclits' 

deposits to risk" 

The expansion oflending operationsin the comingyearwill also be possiblevia 
our broaderaccess to credit lines offered to Polandby internationalfinancial 
institutions. We are confident that our talks on the subject will be successful 
and that in 1992, in addition to the already-functioning credit line of the 
French-PolishPartnershipFund, other credit lines will be open to us as well 
We anticipate becoming a foreign currency bank in mid-1992, which should 
furtherassist us in meeting the needs of our clients. 

In only a shortperiodof time, we have been able to creatc stable conditionsfor 
the rapid and continued growth of our young institution. Knowing this has 
brought the manageiment a great deal ofsatisfaaln.The knowledge and expe
rience gained in analyzing and evaluating the creditproposals,and in seeing 
these proposals realized, makes us optimistic about the future. I have confi
dence thatBISE'sprogress willproceed hand in hand with the development of 
small businesssector in Poland. 

We are grateftd to ourshareholdersfor the confidence they have shown in us-, 
and we dlznk the Bank Council and employees for their conscientious work 
and devotion. 

WlodziznieqzqqrundzWn~~ 

Presiden 
...... ) 
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BOwk Coundl 

Wojdech ARKUSZEWSKI -. Oktawian YOCZUBA*.Member of the Presidium .-: , Advisor to thePeident of Market , 
of; the;iNational Co on > Development-nRa e.e
 
o".... "Solidarity. Trade.. " D:"
 
Tom BO6GUS1AWSK[ K";'.: Kzz tXO ZWSKI**4
 
Dir or-f Privatisation D ei.ent, Member of the:r," ",
4> 

1 aDv~p'tAc ndustriaizDevelopiiient Agence 

JeLq BUSSON 1 eszek PAWLIKI .
 
Secrdtariat CTn~al,'J. 0 VePreident,
1 

QA&it Fdncierdo rneIdsra Devepnt Agency
 
Y* &C.iHpfY * Maxie Hffine ',.
Vlqc-Preddet,. PIR.OT 'de'CRBION -

Industrial Development Agency Secr6tariatG6niral,
 
Staiiislaw CHaSTOWSI" Crilit Foncier'd&Fmnce
 
Editor in Chief of "2ycie GospodarCzem Bartlomiej PIOTROWSKI
 
(economic weekly) Secretary of State,' Ministry of Labour 
Maria DUTKEWICZ- and Social Policy,-: 
STRZYCZKOWSKA *** Tamasz PODGAJNIAK 
Liquidator of Market Development Vice-President, National Foundation 
and Trade Demonopolization Fund for Enviunmental Protection 
Krzysztof HERBST Karol SACHS 
President, Foundation for Socio-Economic Vice-Director, Development Department,
Initiatives (FISE) Credit Coop6ratif 
Helena G6RALSKA Anna TRUSZKOWSKA 
President, BISE Bank Council, Advisor to the Minister of Labour 
MP and Social Pojicy 
Jacek KOCHANOWICZ Andrzej WIELOWIEYSKI 
Doctor of Economic Science, Vice-President, BISE Bank Council, 
Warsaw University MP 

to April 10th 1992
 
to April 29th 1992
 

•from April 29th 1992 

Credit Department Loan Administration Department OfficeAdministration Departmet 
tilianna Matyska L uya M1any Krystyna Frqtczak 

4 B
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ORGANISATION OF BWSE
 

Auditors' Committee.... The Managing Board members: 

Magorziat ARMA1)'S", 
Banking Consl~~. 

Wlodzimierz GRUDZI.SiK:,k(..
reidn 

Jerzy POCZOBUTPIC ICdent 
Warsaw University ,, 

M-"ros--wDZ'D" 
WjCiech , . 

- Vice-PrCident.,W-,,xi* 

National Bank of P6lad.'-.:: Lilianna MALYSK. 
Ryszard KOKOSZCZNSI 
National Bankobf Polnd-''.1 

** - Board Member 
""..... CAT , -

.1rystyna FRATCZAK.,..:.. .... 

"".... e""nra,IG 
Wrsaw,;oleofmN-i"rcIrena WIADERNa AiI, . 

Advisor to the Board : 

Minis.. of L ..brand Socal Policy -Nathalie B.OLGERT,. 

SCHEMAT OF ORGANISATION 

General Assembly of Shareholders 

Bank Council Auditors' Commiftee.{. 

Managing Board 

I I :
 

' . ' Legal Office Branch Office Operations International Department 
Jerzy Gatkowski Leszek Selarski "-. - Beata Boussard 

//
 



ORIGIN AND OBJECTIVES OF BISE
 

The Bank for Socio-Fconoinic Initia- Coopfratif and Foncier Participations;agn. 
tives was eaablished in July,,1990 on the af"liated company of the... ..."" 
initiative of Jacek Kuro' & Ah "'Minis- French mortgage bank C6die 
ter-of Labour; in col .itior Fn P0 0vth the Inain 

.French bank: Caise* nt .de,Cr&lit and proimoters'of B!SE ,ai...L..r 
lcop~ratif.Fretive:il lye, • .'Fund, operated by the 

were trained from Mr -tddd.in spe- bour to combat unemploym=n1,n " 
cial courses fin ed by ar Fund Industrial Development Agency. -WF. ' 
.and the Foundation Frauce-Pologne. The aim is to promote restructuring of" 'e 
first loan: was- grnted y heank i 'Polish economy .,Theoin: icai-

August, 1990. -. '-. tion'of BISE was -14.3, bffliiiy2 

BISE was.establishedwith 4he idea of . ' ... 

supporting the development 6f small and After a rastructuring, B capi 
medium enterprises, par"&,.arly those stock as of the end of 1991 amotntedio 
which create new job 0pp;ui, ties. Ac- 23.9 billion 71. As a result of equity con
cording to some West European esti- tributions in December 1991 from thiee 
mates, a newly-established workplace in- new shareholders: "Agora" Ltd. Co., edi
volves the creation of another three tor of "Gazeta Wyborcza"; "Offer for 
workplaces. The Bank .;upports various Everyone" Ltd. Co. editor of "Prawo .i 
economic initiatives, particularly at the Zycie", "Zycie Gospodarcze" and "Przy
local level, .j granting investment loans, jaci6lka"; and the Association of the Em
counselling on oaganizational and finan- ployees and Authors of "Zycie Gospo
cial matters, and bringing together poten- darcze", this amount increased by an ad
tial partners. ditional 1.2 billion z. However, this last 

. . change is not reflected in the 1991 bal-
BISE, a joint stock company, was among ance sheet, as the legal registration oc
the first Polish banks during the%post-war curred after year-end. The Labour Fund
period to have foreign shareholders, remains the largest shareholder, -with 
These are Caisse Centrale de Cr6dit 64% of paid up shares. 

BISE Slwreholders December 11 

votes capital stock 
Labour Fund* 52,16% 16 120mn z. 
Industrial Development Agency 30,90% 5 000 mlin zl.. 
Market Deidpment ! - a'.", .
 

and TradeDemonopolisation Fund" 12,36% 2 000 mln zi
 
Fonder Participations": " 2,97% 480'mn zi
 
Caisse Centrale de Credit Coopratif 1,55% 250 min
 

National Foundation
 
for Environmental Protection 0,06% 10 m'n z
 

100,00% 23 860 mln A!
 
The State Treasury
 

Being currently liquidated.
 

jK)i1
 

D'I-r'
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CREDIT ACTIVITY
 

A

.1 ...a,; . 

Asthe Bank for Socio-Economic Initia'ga f supporting the. 

tives pursues. the: goal of supotxth 
development-of.sa business sectorfe. 

loans granie i'are for econo .:.:. 
tivites 0y~~~ -

..... -250 

In 1991 BISEr" 333 loans tota "...i 

83.5 billion zL average loan size was"-" 
million zLithe maximum, 2 billion z1. 

The total'nunibbf-loansi grantedrbythe
Bank since J 10 .,"attal" 

amount of 95 bilidn"zL Investment loans. 

constitated appi ately 95% of. this' 

amount. 

4During the early stages of BISEs opera

tions, the loan applications were primari

ly for developing commercial, i.e. retail 

and whclesale, enterprises; however, in 

the second half of 1991 t~he majority of 

new applications, were for new industrial 

7
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CREDIT ACTIVITY
 

Loans granted (by sector) . . 499 
NumberBillion zI 

549 
Total 

...........................
fj ,,,Prod...... 

cominerc F. 
services ,.... ' 
Others. 

-
.
 , 	 ",.. 

t h e 

Loans~gmanted 

:'"":
Total 

Loan financg 


Lease financing
 

facilities. Although the
manufacturing. 

loans granted ex-number of comnmercial 

ceeded the number, of industrial loans, 

the value of th'elatter in zloty terms was 

more than twice'that of commercial loans 

(46 billion vs. 22 billion). Finally, BISE 
the service sector,granted 88. loans to 


with a total zlo.ty- alue of 12 billion, 


BISE.was one of the first banks in Poland 


to engage in.lease financing. Their value 


currently amounts to nearly 10% of loans 

granted. The,.majori1ty of BISE's leasing 


o n r
.. , ., 	 Iniiatve......
vt W _r ":.l-.a.seThe B~ank.for Soocontractiw-,I. con er~f~rit~e~P~rba~e 
ing imaclineS, pocess lines for bread bak-

ga-. L..-Ct of gTanulated 

products. Towards the end of 1991, DISE 

began reorganizing its leasing operations* 
in tle form of a separate affiliated corn-

pany. 

' 
'. . 610

..
 

r 1991'1WNumb 'Billionf71 

333, 83531::-:.75689
 

3 14 7 860 

want to expand their already-operatuLg
 

family firms. They use the loans mainly to
 

,	buy new machines or process lines. Typi

cal examples of the. srelying on BISE 

for financial services are grocerY stores, 
Plants. and bakeries;meat processing

drugstores; retailers:1-of -manufactured 

e
r	 Ingoods; and 
sector thee-are typically rethe service 

pair and construction workshops, print

ers, and small food-mCtefing places such 

as pizzerias. 
. -*,," . i•• 

toiw hm o m 

"the Foda 

tion ear imilarOame: t.Fo...d. 
acts in close coo.i iat 

Intiatives
Socio-EcOOnmiction for 

(FISE), which was setup:sitously 
with the Bank. Through the network of its 

Agencies for Local.Initiatives, the Foun

dation provides counsellipg to representa" 

of small fins. Agency- eployees, 
The clients of BISE are for the most part. ives 

trained by BISE, provide all the. informa
either new businessmen or people who 

/

! 	 BISE 



--
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CREDIT ACTIVITY
 

.......................
 
..........................
 

Structure of the loant granted in 1991 
: -" , , -; :.I
 

Value U 

Proufo Pr toduel,.:;...- 370 .. 

:Commerce . .. : ~260/ mmerce 

a~Nt 

' :1o15% t.%
 
270 • .. Services O h r
,,.:,, 


Services Others 

tion and assistance which the client may Guarantee Fund 
need, and accept c-edit applications. It is BISE is the first bank in Poland to create 
through the Agency that 40% of BISE the Guarantee Fund, an institution based 
clients come into contact with the Bank. on mutual risk sharing. It allows for the 
Thus, although BISE does not have local granting of loans to clients who cannot 
branches, the scope of its activities en- always give sufficent collateral .asprovid
compasses the whole. country, due to the ed by law. The fund is -eated,from the 
cooperation with the Foundation. Bank's own resources and a pf'rcentage 

deduction from already-granted loans. 
The firms which profit from BISE loans Should BISE incur a-los caused by the 
operate in.41 of Poland's 49 voivodships. insolvency of any of the Fdnd members, 
One third of the clients are located in the each member would partipate to cover 
Warsaw voivodship;. next come the the loss, in p:oportion-tb!.'"share of 

19lVl T ru Isaid' heir, current pereffi V, e tota 
Radom and .L:6dkThe borrowers are amount of the Fund. A cdstomer's.finan
mainly located iii-mall towns and rural c al resources allocated tw'ih6hFund, toareas. ..... current. areas._.,v gether with interest (equtI. t he current:., 


bank interest rate), will be paid out only
Thanks to the loans granted in 1991, after the .ustomer's loan has been fully 
2000 new jobs were cr,ated, including repaid. 
1100 in industry, 500 in trade and 400 in 
the service sector. -. /]A 

.-
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CREDIT ACTIVITY F-155 

In 1991'BISEgranted loansrenrlvtfrom 

in billion zi its ownp.capitalAfi the seon the 

'. .,., e.. ......isca1.jear ank b 

a
; a"re 11n64"iAtwith thP9siB 

M 

.. fered',t0-BISE Tclients at -he of".::"..'::30 "?:"... "-.:n, 


20. 
20 

j" 
'.: . ': ; t~ - ' . " 

Creclit heof CreditNatonut 
i:. . -' 
':& 

10 ,OnNvmr.8BIdan":~~, • " M:e op.? . '

agreement with the National:Bank of 

500 Poland on the granting of loans from thet 4ht6P 

IIIII IV V VI V't VIII IX X Xl XII French-Polisht•k-". 
?artnership Fund. The 

.:.-.,f'..;---. o 

Total outstanding loans, month by month - 1991 "i + 

-'30 

200 

...................... :. .. .. .'''.: . .... :t)",'.
 

* . .4gemn .. e..... .0owith theN-. , .

. .t.he(1antingao1 .ttee Poland.onmonth by monthTttdn out stanin.oans, b y t 
1 111I V ilI Fraverois Fuisi.Long term I 3atei Ile 

30 B.S.
 

. . . . . .... .., . ,.........., .,..
.,.. .-'..:.". .
 
in AMon 

"I N A w. V;,,*A':, 

Meciumn term. (1I y ,.). . 1" : ' .":;"'' :* 
Long term) fover 3 years) - ':- '": : 

Outstandinj ,0ans%"month by'month, by term ... ,.: ? 

-10 BIS[ 
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F-156 	 CREDIT ACTIVITY 

...................
 

credit line, -opened as a result of the 
"Memorandum of Understanding" be
tween the Polish and French goverments, 
is designed to supOrt- the development 
of Polish-Frenchljoint.ventures operating
in Pofi.,'7h'l=g5,? ~ s~:t~u 

dng4 t6fnnance'partof 
the working" capitaP'fozi Polish-Fr'ench'.' 
joint ventures; or to fihnce equity invest

.	 ments in suchjoint,.ventures by Polish or. 
French. inidividuals.Iir c'ompanies. 

vices or i irenn 

............................. . . . ... . . "...'..* -;."" . . . .	 .". . ....',' 
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CAPITAL INVESTMENTS
 

•a - ._. ,-....., .L.4..91-",- L, :M-.e..-* 1 

regonl dcvelopnient agencies ;,,In venture.COI 
Walbrzych vovdhuamed at the re-: 
structurin' p the'exonomy in the regio'n. -be first oif thee PC R~tLC. 

,In 1991."BISEbecain&a shareholder of .wasJormed wi thn"bartic.ation- of 
two Agencies:: A CR;ue r eipn'. 

.... ...,..-..,. activitiesi"range .rinroodu.eonrad 

AGENJAOZWJIJREGIONALNE- saleof phamc~tc & o h 
(the e Regional Develop- construction- -an, iper.onqofdrug 

ment), a joint sto company with head- stores.
quarters in Walbrzych,. 

The second company: is tfie:TOWARZY-

AGENCJA ROZWOJU REGIONALNE- STWO NWESTYCJ1 SFOLECZNO 
GO "AGROREG" (the Agency for Re- GOSPODARCZYCH (Society for Socio

gional Development), a joint stock corn- Economic Investments Ltd. Co.) (TISE). 

pany with headquarters in Nowa Ruda. Its founders apart from BISE are Socidt6 
d'Investisseinent et de D6veloppement 

-Apart from BISE, the above two agen- International (France) and. the. Founda

cies' shareholders are as follows: the In- tion for Socio-Economic Initiatives. 
dustrial Development Agency;, the com
munities in the territories where they op- The task of TISE is to provide assistanc-. 
erate; -and the. largest -state enterprises in creating small and medium sized enter

with their seat. in thosb communities. prises and to secure theirfuther growth 
•...... , .by- investment in their cital -TISE fi

nancial resources can be investe in eco
nomically sound enterprises which fulfill 
important needs ini local: coinmunities.AU 
soon as' an. einterp'riseis ',able"!'tofirly 
stand on its own, which-should:not .take 
longer than a few years' ,TISE will with
draw its support and sellits: shares. " 

.12 BISE
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CAPITAL IHVESTMEHTS 

In the spring of 1991 BISE set up a 

holding company, BISE PARTYCYPAC-
JA, in order to separate those activities 

i.which had no direct connection with 

banking services. The company will be in-

strumental in creating a network of corn-

panies constituting the "BISE group". 

The goal of the company is to engage in 

* all kinds of economic activity, especially: 
financial operations,investment activity, 

managing property rights and interests of 

other entities; representation, agency, 

consulting, marketing, promotion, and 

advertising services; organizing training; 

and trading in goods, services and prop-

erty rights, 

In 1991 BISE Partycypacja acquired 

shares in the following companies: 
Ltd. Co., itsNAJ INTERNATIONAL 


scope of operation being as follows: 


a) staff management counselling; 

on vocational orientationb) counselling 

of employees; 
c) promotion of professional ethics in 

staff management. 
FINLEX Ltd. Co., its activity being as fol-


lows: 

a) consulting services;
 

b) economic and financial analyzes;
 

0 investment and financing activities; 

d) information, promotion, advertise
ment; 

e) provision of office work and adminis
trative services. 

COMPENDIUMEDITORIAL COMPANY 
Ltd. Co. The company's activities comprise 

editing, printing and advertising as well as 

provision of legal training and at ice. 

ork on establishing TOWARZYST-
WZAJEMNYCHWO UBEZPLECZEN4 

un(Mutual Insurance Association) was 

1991. Founders other thandertaken in 
BISE are: FISE; Fundac.ja Pomoc Spele

czna SOS (the Social Assistance Founda

tion SOS); Fundacja Akcji Demokraty

cznej (the Democratic Action Founda

tion); Fundacja Spoleczna Solidarnog6 

(Social Foundation Solidarnosc); Euresa 

Holding (a European consortium of mu

tual arid cooperative insurance associa
dozen coope rativetions); and several 

banks. 
The idea of mutual insurance consists of 

an association of members who pay their 

insurance premiums in the form of inter

est-free deposits. Membership shares do 

not bring any income and the budgetary 

surplus, if any, after deduction of indem

nities payable to the members affected by 

the insured losses and covering of admin

is earmarked for theistrative expenses, 
or for financingcommon self-help fund 

insurance premium reductions in the fol

lowinag year. 

2 
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SERVICES OFFERED
 

BISE and its subsidaries offer a wide Commercial Bank of Krak6w (Warsaw 
range of services designed for foreign in- branch) and the National Business Ser

vestors, including legal/economic exper- vice. One- or two-day training sessions 

tise and preparation of documents nec- have also been organized for employees 

essary for the registration of new compa- of the Employment Offices (over 1000 

nies. Whenever there is interest, the people trained). Together with ANCE (a 

Bank can also offer special services, e.g. French agency for creating enterprises) 

legal opinions, property evaluation, etc. BISE has also organized courses for 

BISE has also worked for a number of young businessmen. 
joint venture companies and for repre
sentatives of well-known foreign corpo- As a result of the close cooperation be

rations. tween BISE and French banks, BISE is 

The bank organizes training courses for visited by a number of foreign nationals, 
future financial analysts. A number of especially of French origin, interested in 

such 2-week courses have already taken engaging in economic activity in Poland. 

place, notably for the employees of the At BISE they can find information, ad-

Polish Development Bank, the Bank of vice, and a general introduction to the 

Employee Ownership, the Industrial and Polish situation. 

BISE --/14 



EMPLOYMETCOMPUTERIZATIO.F-160 

The Bank has bought and put in place
Computerization 

the banking information 	 system "Ban
a comprehenkier" and is implementing 

sive computerization of its operations. 

Computerization will also enable the im
controlof a managementplementation 

system, which will: 
in advanceforecasts- prepare budget 

and perform after-the-fact control; 

optimize the management of assets and 
-

in real time the
liabilities by evaluating 

cash flows and risks. 

As the Bank's operations have expan-
Employment 

ded, more and more specialists have been 

hired. At the beginning of 1991, 30 peo

ple were employed; later that year the 

to 60. The staff is composedfigure rose 
primarily of young people, under 40 years 

of age. Nearly all of them are university 

mainly from Economic and
graduates, 

Employees upgradeLaw Departments. 
their qualifications at special courses, and 

also participate in specialist training given 

on-site at the bank. Several persons have 

for training in foreign banks,
been sent 
mainly to Cr6dit Coop6ratif, Credit Fon

deCr6dit Commercialcier de France, 
France and Rabobank. 

is 
31SE 




F-161CURRENT PROJECTS 

In the last quarter of 1991 BISE began 

to organize its Branch Office, in order to 
facilitate cash transactions and maintain 
both term and current accounts for its 

clients. Maintaining current accounts of 

boTowers will also be the means by 

which BISE, following the longstanding 
tradition of other banks, may have better 

control over the use and repayment of 
loans. The International Department is 
being expanded as well; until now it has 

mainly been working on the implementa
tion of new banking products, in cooper

ation with BISE's foreign shareholders. 

The International Department will offer 

its clients comprehensive services includ

ing collecting and cashing cheques, for

eign money transfers, and financing for 

imports and exports. 

As the range of services offered by BISE 

has broadened, the Bank has begun to 

cooperate closely with non-profit organi

zations such as foundations and associa

tions. BISE's cooperation generally takes 

the form of assistance in financial man

agement. 

BISE Branch Office, 38 Senatorska St. 

16 
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FINANCIAL RESULTS
 

The financial statements were audited take deposits. The ratio is expected to
 
by DRT Poland. The balance sheet and fall next year when BISE's Branch Office
 
the income statement have been present- open, and when the Bank begins to use
 
ed according to the New Chart of Ac- the credit lines offered by other banks. 
counts. A comparison of the results
 
achieved by BISE in 1990 and 1991 is not Return on equity, i.e., the ratio of income
 
useful, as the Bank's activities began iii after taxes to the average book value of
 
the second half of 1990. the Bank's own capital; amounted to
 

64%.
 
Total assets at the end of December 1991
 
amounted to 122.4 billion zloty. The Return on assets, reflecting the relation-

Bank had revenues of 47.7 billion zl., pri- ship between income after taxes to the
 
marily interest (93% or 44.5 billion). Of average value of the Bank's assets,
 
this, 26% was interest on loans; 57%, in- equalled 21%.
 
terest on term deposits and accounts with
 
other banks; and 17%, Treasury bill in- Profit per share (net income divided by
 
terest. The remaining 7% of revenues the weighted average number of shares)
 
consisted of leasing income, commissions, amounted to 4,803,459 z.
 
and fees derived by BISE from organiz
ing training courses.
 

The proportion of revenues attributable
 
to interest on loans was rather small. This
 
stemmed from the fact that the Bank
 
engaged in lending operations gradually, in billion zI
 
and offered some clients a grace period 50
 
on repayment of interest.
 

Expenses amounted to 11.7 billion z. 
This included 36% for personnel costs 40 
and only 6% for interest expense. An 
additional 6% (included under "Other 
expenses") was used for staff training. 30 
The ratio of expenses to revenues was 
25%. 

20 
Income before taxes amountcd to 33.8 
billion zi. 

BISE's liquidity ratio, (a weighted aver- 1 
age of equity to risk assets, calculated ac
cording to NBP's methodology and fol
lowing the guidelines con:ained in the I IIII IV quartersNew Chart of Accounts), amounted to income Mexpenses= of the year 
60% on 31 December 1991. Such a high
ratio results from the faic that in 1991 Income and Expenditure of the Bank in 1991 

ISE did not offer current accounts nor (cumulative a the end of each quarter of the year) 

BISE 17 
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INCOME STATEMENT
 

Note 1.1-31.12.1991 28.7--31.12.1990 
in rin. zl in min. zl 

Interest income 2 44,536 2,330 
Interest expense (665) 0 
Net interest income 43,871 2,330 
Commission income 800 99 
Commission expense (86) 0 
Net commission income 714 99 
Leasing income 2,044 0 
Profit from financial operations 46,629 2,429 
Other operating income 351 6 
Employees' expenses (4,216) (612) 

comprising
wages and salares (2,624) (439) 
payroll tax and social security (1,577) (173) 
transfer to employees' funds (15) 0 

Other expenses (6,266) (991) 
Total expenses (10,482) (1,603) 
Depreciation (466) (24) 
Income from operations 36,032 808 
Extraordinary income 4 0 
Extraordinary expenses 3 (2,074) 0 
Net extraordinary expenses (2,070) 0 
Charitable donations (180) 0 
Income before taxes 33,782 808 
Excess wage tax (1,183) 0 
Income tax 4 (11,214) (323) 
Net income 21,385 485 

Allocation of net income: 
Dividend 14,362 0 
Reserve for loan losses 2,500 0 
Reserve capital 0 48 
Guarantee fund 1,500 0 
Investment fund 2,155 243 
Employees' fund! 868 146 
Special fund 0 48 

21,385 485 

Earnings per share (in z) * 4,803,459 170,056 

" Net income divided by the weighted average number of shares 

The notes form an integral part of these financial statements. 

. . . . . -- "_77D 
I ". 
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F-164 BALANCE SHEET 

". . .. .,.,. : , . . --- , ... . . 

Note 31.12.1991 31.12.1990 
in rin. zi in rain. zi 

.ASSETS
 

Cash at bank and on hand 5 4,42'7 16,172 
Treasury bills 12,450 5,765 
Term deposits with other banks 8,500 50,000 
Loans to customers 6 77,104 9,229 
Participation rights in other companies 7 1,029 0 
Shares in other companies 8 3,500 0 
Intangible assets 9 172 220 
Fixed assets 10 11,005 297 
Other assets 11 4,258 42 

TOTAL ASSETS 122,445 81,725 

LIABILITIES 

Liabilities 12 8,108 329 
Reserve for loan losses 1,371 0 
Reserve for unpaid interest 347 0 
Share capital 13 23,860 14,260 
Share premium 13 14,260 14,260 
Reserve capital 14 49,993 50,000 
Guarantee fund 15 2,769 2,391 

, Investment and fixed assets funds 242 0 
Employees' funds 62 0 
Special fund 48 0 
Net income 21,385 485 

TOTAL LIABJUTIEM 122,445 81,725 

QLL Wlodzimierz Grudzifiski (President of BISE) 

Wojciech Marek (Vicepresident of BISE) 

e notes form an integral part of these financial statements. 

19 " / / 
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STATEMENT OF SOURCE AND APPLILATION OF FUHDS
 

SOURCE OF FUNDS: 

Internal sources: 
Net income 
Depreciation and amortisation 
Loss on liquidation of fixed assets 
Transfer to employees' funds 
interest recorded in guarantee fund 
Amounts received from customers for guarantee fund 

External sources: 
Shares issued 
Received from the Fund for Social and Economic Initiatives 

Received from the Minister Qf Labour and Social Policy 

Total sources 

APPLICATION OF FUNDS: 
Investment activities: 

Purchases of fixed as:;ets 
Purchase of intangible assets 
Purchase of participation rights and shares in other companies 

Net disbursements on employees' funds 
Refunds to customers from guarantee fund 
Total applications 

Increase in funds 

Increase in lizbilities 
Increase in loans to customers 
(Decrease)/increase in cash and other monetary assets 

Increase in other assets 
Total 

1.1-31.12.1991 28.7-31.12.199C 

in min. A_ in min. zi 

21,385 485 
466 24 

92 0 
15 0 

543 0 
1,660 391 

24,161 900 

9,600 28,520 
0 2,000 
0 50,000 

9,600 80,520 
33,761 81,420 

11,219 301 
0 240 

4,529 0 
99 ( 

162 0 
16,009 541 

17;752 80,879 

(7,779) (32(, 
67,875 9,22 €

(46,560) 71,93" 
4,216 4. 

17,752 80,87' 

The notes form an integral part of these financial state, 



F-166 NOTES TO FINANCIAL STATEMENTS 

*O 
UAri9 

1) ACCOUNTING POLICIES 

a) 	Method of accounting basis. Income from leasing activities isrh.e financial statements have been pre- recorded as income on a cash receivedp.e under the historical cost conven- basis.
 
iin. Consolidated 
 financial statements 

.gave not been prepared as the directors c) Guarantee fund
believe that such financial statements Accounting for the guarantee fund is carwould not provide any additional mean- ried out in 	accordance with the regulaingful information. tions of that fund. 

0)-Income recognition d) Fixed assetsInterest is recorded as income on a cash Fixed assets are disclosed in the financialreceived basis. Interest due but not yet statements at historical cost less atcumureceived is shown as deferred interest in- fated depreciation. Depreciation iscome and is recorded as income when the charged to tie income statement on aentire amount of the interest due is re- straight line basis, using the annual rates
ceived. Commissions charged to 
 custom- prescribed hv the Minister of Finance.ers are recorded as income at the time of Fixed assets on lease to customers areeffecting the transactions to 	which they accounted for as the Bank's own fixedrelate. Bank and treasury bill interest is assets and are depreciated in the samerecorded as income on a cash received way as other fixed assets. 

1.1-31.12.1991 28.7-31.12.1990 

2) INTEREST INCOME	 in min. zi in min. zA
Loan interest 
Interest on term deposits with other banks 11,579 

23,273 1,041Treasury bill interest 
23,806 0

j 	 Bank interest 78 0 
' 

44,536 2,330 

V 	3) EXTRAORDINARY EXPENSES
Fine for late payment of income tax 

2,059 0

Other 
15 0 

2,074 0 

x&'tess:treasurybillinterest 	 (7,806) 808AddFnont -deductibleexpenses 
___ 

Oe2,059 0PK axable income 
28,035 808 

..Ino tax (40%) 
to 	 1,214 323conflicting intcpretations by the Minister of Finance and NBF, a possibility exists thatU outof 1,117 min. zi 	

tk Rank will have to pay income tax in theon deferred interest incme shown in Note 12. 

'.i 
11 "2 
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NOTES TO FINANCIAL STATEMENTS 

(b) The range of the company's activities stem from theproduction and sale of pharmaceutical products to building and operating drug store(c) The company started operations in 1992. 

8) SHARES IN OTHER COMPANIES 

Agencja Rozwoju Regionalnego S.A. (a)4.9%Agencja Rozwoju Regionalnego "AGROREG" S.A. 
500 0

5.4% 500BISE Partycypacja S.A. (b) 0 
100.0% 2,500 0 

None of the aove shares 3,5000are listed on the Stock Exchange.(a) Percentage of the company's share capital owned by the Bank at 31.12.1991. 
(b) The company started operations in 1992. 

9) INTANGIBLE ASSETS 
Notarial fees and stamp duties (net) 

172 220 

5) CASH AT BANK AND ON HAND

Cash 

Current accounts with NBP 

Current acc. 
 nts with other banks 

6) LOANS TO CUSTOMERS 
Loans to customers are repayable as follows:
 

up to 3 months 

over 3 months and up to 1 year 

over 
1 year and up to 5 years 

7) PARTICIPATION RIGHTS IN OTHER COMPANIES 

Polcerp Sp. z o.o. (b) 
Towarzystwo Inwestycji Spoleczno-Ekonomicznych Sp. z 

(a) Percentage of the company's capital owned by the Bank at 31.12 1991. 

31.12.1991 31.12.1990 
in mln. z in mL!. zi 

20 5 
10 3,389 

4,397 12,778 

4,427 16,172 

569 0 
7,114 0 

69,421 9,229 

77,104 9,229 

(a)
20.8% 125 0 

.0. (L) 50.3% 904 0 

1,029 0 

22 22........ -7 
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10) FXEM ASSETS 
Net book value:
 
Building held for investment purposes 


Fixed assets on lease to customers 

Other fixed assets 

Fi-xed assets under construction 
r7. 


11) OTHER ASSETS
 
Interest receivable 

Other 


12) LIABILITIES 

Deferred interest income 

Amounts due to the State Treasury 

Amount due for the purchase of participation rights in other companies 

Amount due for the purchase of shares in other companies 

Other 


13) CAPITAL 

Share capital: 
.tthe beginning of the period 

hares issue.d 


At the ead of the period 

.Share premium: 
At the begivning of the period 

1Shares issuedof the period
end 


.RESERVE CAPITAL
 
the beginning of the period 


.IReceived from the Minister of Labour and Social Policy (a) 
.rnfer to guarantee fund 


fer from net income 

end of the period 


31.12.1991 
in mln.zl 

4,005 
4,753 
1,363 

10,121 
884 


11,005 

2,108 
2,150 
4,258 

2,793 
670 

904 


2,500 
1,241 
8,108 

14,260 
9,600 

23,860 

14,260 
0 

14,260 

50,000 

(55)0 
(5
 
48 

49,993 

31.12.1990 
in mn. z 

0 
54 
243
 
297 

0 
297
 

0 
42 
42 

0 

323
 
0 
0 
6 

329
 

0 
14,260 
14,260 

0 
14,260 
14,260 

0 

50,0000 

0 
50,000 

this amount was received from the Minister of.Labour and Social Policy within the framework 

'the programme for the restructuring of industry. This amount isnot repayable. 

23 
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31.12.1991 . 31.12. 1 MO0 
in min.z1 inran. zi 

15) GUARANTEE FU.N'JD) ""__'"_: __" 

At the beginning of the period 02j;0 

Received from the Funed for Social and Economic Initiatives .. Q*;y 2,000 
Amounts received from customers 160-.''..- 391 
Interest 543*; ..-. • 
Transfer from reserve c,-pital 55 -

Refunds to customers (1.2)-, 0 
Reserve for loan losses (1,371)-7- 0 
Reserve for unpaid inter.est (347)" 0 

At the end of the period 2,769 , 2,391 

Auditors' Report to the Shareholdersof the Bank 
for Socio-Economic Initiatives S.A. 

N',.
, have audited the financialstateMeltN 011 I 1,? to 24 in accordance 
witk: IntenationalA uditing Guidelines. 

ji ndraw attention to the potentialtax liabilitY r''rredto in note 4 
in t,17e amount of 1,117 million zL. 

Suhj],'ct to any adjustment that )7ight have been necessry if the outcome 
of t/ae uncertainty referred to above had been known, in our opinion. 
the financialstatements give a true and fir view of the Bank 
at .31 December 1991 and of the profit and source and application offunds 
for the year then ended in accordance with the accounting policies as set 
out in note 1 and the requirements laid down by the Securities Commission 
("K(Irnisja Papier6w Warto.ciowych ") dated 29 July 1991. 

DRT Poland 

Wur'aw, 17 April 1992. 

24 BISE
 




