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Summary: The article attempts to determine the importance and share of the agricultural
sector in creating the national economy in Poland. The survey covered the years 1994-2016
and was carried out from the perspective of two subperiods: pre-accession (1994-2003) and
post-accession (2004-2016). To achieve the goal, the shaping of the share of agriculture in
the creation of global production and gross domestic product is presented and discussed.
The development of the share of investment outlays and the value of assets involved in the
agricultural sector and the percentage of people employed in agriculture in relation to employ-
ment in all sectors of the economy was also examined. The data used in the work came from
the Central Statistical Office. To achieve the intended research goal, among others dynamic
indexes, which were used to compare the phenomena in question over time and average annual
values of particular parameters, calculated using the arithmetic mean. Based on the conducted
research, a gradual decline in the share of the agricultural sector in creating value in the na-
tional economy was observed, consistent with the global tendency for developing countries.
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1. INTRODUCTION

Agriculture differs from other branches of economy, as it is very closely con-
nected with the land factor, which is distinct from other production factors mainly
because of being determined by the laws of nature (e.g. photosynthesis, climate,
soil fertility) [Wilkin 2003, p. 27-36]. Therefore, it is not possible to rapidly in-
crease agricultural production, and certainly not without a substantial decline in
quality and other properties of crops. Moreover, contrary to labour and capital,
agricultural land cannot be easily adapted for alternative applications, similarly
to a considerable part of capital resources used in agriculture. In addition, the
agricultural sector is characterised by a long payback period. As a result, the
competitiveness of farms’ activities will always be restricted in relation to other
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capital applications. Therefore, farming activity often generates losses, which
are covered by taxpayers or farmers themselves depending on legal and political
conditions [Stiglitz 1987, p. 51-53].

Another reason for the deprivation of farming income is the intermediary
nature of the demand for agricultural raw materials, which translates into a sub-
stantial distance between the final consumers and agricultural producers. Thus,
although being the most crucial element of the food chain and incurring the great-
est production risk, the farmers’ income share is lower than that of processing
companies and traders. This phenomenon can be explained with the fact that the
largest profits are generated in sectors being the closest to the final customers
[Hamman and others 2012, p. 465-483]. In the case of agricultural products, the
added value chain is often long, as a substantial part of crops undergoes a number
of modifications in the processing industry before reaching the end user. This is
how the market depreciates agriculture, redistributing the financial surplus in a way
which is unfavourable to this sector [Czyzewski, Czakowski 2017, p. 138-150].

2. RESEARCH MATERIAL AND METHODOLOGY

The main objective of this article was achieved by way of analysing and
comparing the development of the contribution of agriculture to the following
macroeconomic indicators: global production, gross domestic product, investment
value, fixed assets and the number of people employed. The study covers a long
research period, i.e. 1994-2016, which is divided into two subperiods taking into
account the accession of Poland to the European Union: the pre-accession one
(1994-2003) and the post-accession one (2004-2016).

The data used in the article were provided by the Central Statistical Office.
In order to achieve the intended purpose of the research, the authors used, among
other things, the dynamic indices, which were applied for comparison of the con-
sidered phenomena over time, as well as the annual average values of individual
parameters, which were calculated using the arithmetic mean.

3. RESEARCH FINDINGS

The contribution of agriculture to creating value in the national economy in
1994-2016 in Poland was significantly determined by two fundamental events
(Table 1). The first of them was the political transformation, the consequences
of which were observed at the beginning of the period analysed, and the second
one was the accession of Poland to the European Union. In the first case, the
major changes connected with the said event in the agricultural sector include
ownership transformations related to the privatisation of the State Agricultural
Enterprises, as a result of which around 3.5 million ha of cultivated land were
sold and leased [Michna 2011, p. 12-14]. Moreover, this was connected with
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deregulation of the prices of agricultural products, the elimination of the majority
of state budget subsidies for agriculture and food products, as well as opening the
domestic agricultural and food market to foreign entities [Czakowski, Czyzewski
2017, p.9-14]. On the other hand, the accession of Poland to the European Union
was the greatest economic and social event of the 21% century. The preparations
for the accession began before 2004 as part of gradually adjusting the national
structures to the EU ones. However, the most important changes were the aboli-
tion of customs barriers and the functioning within the EU common market, as
well as assuming the common agricultural policy [Czakowski 2017, p. 161-180].

Table 1. Contribution of agriculture® to the national economy in 1994-2016 (in %)

Specttication | iictons | SPP' | expenditures|  amets | EPIOYed
1994 8.41 6.29 3 13 26.6
1995 8.27 5.98 3.3 12.8 26.2
1996 7.76 5.54 3.3 11.7 26.6
1997 6.38 4.79 2.9 9.8 27.0
1998 5.82 4.14 2 9.1 27.0
1999 4.95 3.39 1.9 8.4 27.1
2000 5.33 4.38 1.9 7.9 28.0
2001 5.36 4.52 1.9 7.5 28.9
2002 4.94 3.97 2.1 7.2 29.0/ 16.6
2003 4.74 3.85 2 6.9 16.5
2004 5.04 4.50 22 6.6 16.4
2005 4.49 3.97 2.3 6.5 16.2
2006 4.19 3.75 22 6.3 15.9
2007 4.38 3.77 2.2 6 15.1
2008 4.00 3.26 2.1 5.7 14.7
2009 3.89 323 1.9 5.4 15.0
2010 3.79 324 2 52 16.5
2011 4.06 3.48 22 5 16.3
2012 4.07 3.39 2.4 4.9 16.4
2013 3.71 3.31 2.6 4.7 16.3
2014 3.08 3.01 2.5 4.6 16.5
2015 2.85 2.55 2.3 44 14.9
2016 2.82 247 2.3 4.2 14.5

1994-2003¢ 6.2 4.69 2.43 9.43 -

2004-2016¢ 4.16 3.59 2.21 5.63 15.9

2004-2016/

1994-2003¢ 62.53 75.90 92.43 56.69 -

* Data for agriculture together with hunting and forestry; ® in connection with the change of the cur-
rent principles of the national accounts system related to the compliance with the requirements of the
European System of National and Regional Accounts “ESA” 1995, data for the years 1994-1999 were
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developed according to a different methodology; ¢ on average in a year; until 2002, results based on the
PSR methodology from 1996, in 2002-2009 results based on the PSR methodology from 2002; from 2010
results based on the 2010 PSR methodology; ¢ arithmetic mean of years; © index of dynamics between
indicated periods, 1994-2003 = 100.

Source: CSO, 1994-2013, Statistical Yearbook of the Republic of Poland (data for 1994-2013), Warsaw.

Because of, inter alia, the political changes in Poland, there was a clear trend
toward a decreasing contribution of agriculture to global production and GDP in
the beginning of the period analysed (1994-1998). The change in intersectoral
relations in the national economy resulted mainly from the transformation of the
price system. The contribution of agriculture to global production was determined
by a slower pace of changes in the prices of agricultural products in comparison
with price dynamics of the whole economy [Czakowski 2016, p. 247-260]. On
the other hand, the contribution of the agricultural sector to GDP was smaller
because of deteriorating price conditions of exchange with regard to agriculture
[Baer-Nawrocka, Poczta 2014, p. 85-89]. It is worth adding that the accession
of Poland to the European Union, in particular on account of being subject to
the CAP and an increase in foreign demand, contributed to the stabilisation of
the level of agriculture’s contribution to the national economy [Kowalski, Figiel,
Halamska 2011, p. 29-42]. In 2016, agriculture together with hunting and forestry
were responsible for 2.82% of global production and 2.47% of GDP. Another
thing to be observed is the decrease in the contribution of agriculture to global
production and GDP during the economic crisis dating back to the end of the
first decade of the 20" century [Bigiel and others, 2012, p. 29-38].

Investment activities in agriculture were of great importance for the whole
agribusiness, as they meant the ability and willingness of farms to adjust to the
changing environment. Because of investments, it was possible to replace fixed
assets which were used in the process of production and to purchase new ones.
Accumulation, as well as simple and expanded reproduction are of key importance
for the development of agricultural markets, as they determine the competitive
position of farms in the long term [Jozwiak 2012, p. 29-30]. In particular, the last
of the phenomena mentioned above is highly desired, as it covers replacement
of used means of production and labour force, as well as their extension, which
have a positive result in the form of the increasing production volume [Grzelak
2012, p. 57-67]. The contribution of agriculture to investment expenditures before
the accession of Poland to the European Union showed a downward trend, and
after 2004 this indicator stabilized and began to slightly increase. This was also
caused by an increase in investment expenditures related to the implementation
of the common agricultural policy. The net effect of the implementation of these
activities (i.e. activities which mainly supported investments, but also included
other activities, e.g. direct subsidies) in Poland in 2004-2011 is PLN 9.1 billion
[Czubak 2015, p.199-206]. Fixed assets, similarly to the level of investments,
shaped the production and economic situation of farms. Because of the low income
in Poland, the majority of farms could not afford to replace fixed assets, even
as regards simple reproduction [Sass 2014, p. 155-170]. The above-mentioned
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problem was strongly connected with the fragmentation of the agrarian structure
in Poland. The slight increase in the contribution of agriculture to investment
expenditures in the whole economy, as well as the increase in net investments
did not stop the decline in agriculture’s contribution to the value of fixed assets.
However, attention should be paid to the fact that, in the case of fixed assets,
their structure is of great significance. Thus, although the absolute value of fixed
assets in agriculture did not change, it should be highlighted that the changes
that took place as regards the direction of investments were very favourable and
stimulated a higher productivity. The post-accession period was characterised
by an increase in the real value of investment expenditures, and the structure of
assets had a lower share of buildings and structures in the total value of fixed
assets [Kapusta 2015, p. 100-106]. It is also worth emphasising that capital, as
the most mobile factor of production, can relieve constraints resulting from the
lumpiness of land. This is possible due to the fact of capital seeking compensation
for the marginal return. Thus, as aptly expressed by R. Sobiecki, ‘an attractive
land can be approached by capital’ [2007, p. 107].

Agriculture provided jobs for almost 15% of people employed in the national
economy at the end of the period analysed (2015-2016). In comparison with
highly developed countries, this was a very significant percentage. It was more
difficult for the labour force to leave the agricultural market in favour of other
economic sectors because of, among other things, the high unemployment rate
and relatively slow structural changes taking place in agriculture. Another factor
to block the reduction of employment in agriculture was the natural duration of
generation change of farm owners and the fact of them conducting activities until
their retirement age [Frenkel 2014, p. 51-63].

The indicators showing the contribution of agriculture to the national economy
proved that this sector was depreciated by the market mechanisms. The return of
the economic surplus generated by agriculture, which flew out to other economic
sectors, was a serious problem. Agriculture is not able to operate effectively in
the long term with no adequate funds necessary to conduct restructuring pro-
cesses. One of the ways of solving the above-mentioned problem is the economic
interventionism [Sobiecki 2015, p. 38]. It is based on a long-term development
policy and consistent investments in agriculture. It should be highlighted here
that actions undertaken by a government in this regard should be aimed at sub-
sidising agriculture so that it is possible to create new production structures and
self-sufficiency of rural areas is guaranteed. No investments permitting restructur-
ing and reorganisation may cause agriculture to turn into a “social sector” over
time, the maintenance of which will each year require larger and larger amounts
of state funds [Czyzewski 2007, p. 55-56].

The situation of farms conducting agricultural activities may also improve by
way of reducing transaction costs. This process is complementary to the economic
interventionism, and it can even, along with its development, gradually replace
the budgetary re-transfer of revenue to agriculture [B. Czyzewski 2007, p. 57].
According to the transaction cost theory, the key issue for entities, which in this



16 Helena Czakowska, Dariusz Czakowski

case are farms and processing enterprises, is whether the amount of costs incurred
in connection with making transactions within an organisation (hierarchically) is
higher than those incurred in the case of transactions made in a free market [Blaug
2000, p. 619-620]. According to B. Czyzewski, in the case of agriculture, a hypoth-
esis can be put forward that the most favourable option is a not fully integrated
hierarchical structure, which means maintaining the autonomy of both parties to
a transaction [B. Czyzewski 2007, p. 83-88]. Examples of such an organisation
are farming cooperatives, which manage agricultural production in agreement with
processing enterprises. Here, the economic surplus is achieved thanks to higher
selling prices of agricultural products and lower production costs. It is possible
to establish higher selling prices because of benefits derived by processing enter-
prises thanks to limiting the uncertainty as regards the amounts, timeliness and
quality of the raw materials delivered. Producers, on the other hand, are able to
reduce their costs because they can plan the type and amount of their crops, as
well as use their assets better. In the case of free market structures there would
be no transfer of profits back to farms, as none of the above-mentioned benefits
and savings resulting from hierarchized structures would occur.

When executing the above-mentioned options, which guarantee that a greater
part of the economic surplus is transferred to agriculture, it is also worth paying
attention to the agrarian structure of farms. Thus, a separate approach should be
adopted for industrial farms and for those operating according to the concept
of socially sustainable agriculture [Zegar 2011, p. 11-22]. Industrial (factory,
conventional) farms are understood as large farms deriving profits mainly from
economies of scale. Their major disadvantage is degradation of agricultural eco-
systems through the outflow of biogenic substances to groundwater and pollution
of soil with toxic chemicals. Unfortunately, despite the fact of being aware of the
negative impact of industrial farms, for many years now, the economic order has
been valued above the social and environmental order, which is in contradiction
to the rules of sustainable development [Runowski 2007, p. 13-26]. The current
form of the common agricultural policy is aimed at ensuring that, in the immediate
future, industrial farms become friendly to environments in which they operate.
According to the definition provided by J. S. Zegar, in turn, farms representing
the socially sustainable agriculture should at the same time satisfy the require-
ments (threshold values) in three above-mentioned spheres, i.e. the economic
sphere (providing a satisfactory income to a family or user in comparison with
the income of other social groups), the environmental sphere (observing the code
of good agricultural practice, and observing the legal and administrative criteria
when receiving support from public funds), and the social sphere (contributing
to the maintenance or development of the economic and social viability of rural
areas and cultural values) [Zegar 2005, p. 8-9].

Both groups of the farms described above follow different prerequisites as regards
their operation. However, both these groups complement each other, as their satisfy
different needs. Intensification of agricultural production has a positive influence
on its efficiency through better use of production resources. Large farms are able
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to derive profits more rapidly thanks to a significant reduction of their operating
costs. Consequently, food security is ensured. On the other hand, socially sustain-
able agriculture is connected with higher operating costs, especially because of the
small size of farms, which limits economies of scale. Nevertheless, this type of
production is characterised by a higher quality of agricultural raw materials dem-
onstrating health properties, which are more beneficial to consumers. Moreover,
socially sustainable agriculture enhances the broadly defined “rural well-being”,
which should be perceived, among other things, through the improvement of the
social function of agriculture and rural areas, the supply of public goods and the
maintenance of family farms [Henisz-Matuszczak 2007, p. 102-103].

4. SUMMARY

To sum up, a gradual decrease in the agricultural sector’s contribution to the
creation of value in the national economy was observed, and this trend is typical
of developing countries. This was proved by the lower annual average contribution
of agriculture to global production and GDP, which was determined, inter alia, by
the slower pace of price changes of agricultural products in comparison with the
price dynamics in the economy as a whole. Unfortunately, at the same time, the
percentage of people employed in agriculture remained the same, which impeded
structural changes of this sector. However, an increase in agriculture’s contribu-
tion to investment expenditures in the national economy after 2004 was observed,
which was determined by the accession of Poland to the European Union and
a substantial increase in the amount of financial support provided to this sector,
which resulted from the fact of being subject to the common agricultural policy.
Moreover, it should be remembered that, despite the decrease in agriculture’s
contribution to the value of fixed assets in economy, in the post-accession period
0f 2004-2016, the structure of these assets underwent favourable transformations.
This was connected with the increasing pace of providing utility infrastructure of
land, and the contribution of machinery, technical equipment and manual equip-
ment to the structure of assets, as well as the simultaneous decrease in the share
of buildings and structures in the total value of fixed assets.
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ZNAGZENIE | UDZIAt ROLNICTWA W GOSPODARCE NARODOWEJ
W POLSCE PRZED | PO AKCESJI DO UNII EUROPEJSKIEJ (1994-2016)

Streszczenie: W artykule podjeto probe okreslenia znaczenia i udziatu sektora rolnego w two-
rzeniu gospodarki narodowej w Polsce. Badanie objeto lata 1994-2016 i zostato przeprowadzona
z perspektywy dwoch podokresow: przedakcesyjnego (1994-2003) i poakcesyjnego (2004-2016).
Aby osiagnaé cel, przedstawiono i oméwiono ksztattowanie udziatu rolnictwa w tworzeniu
produkcji globalnej i produktu krajowego brutto. Badano réwniez ksztattowanie si¢ udziatu
naktadéw inwestycyjnych i wartosci aktywow zaangazowanych w sektor rolny oraz odsetek
0s0b zatrudnionych w rolnictwie w odniesieniu do zatrudnienia we wszystkich sektorach
gospodarki. Dane wykorzystane w pracy pochodzity z Gtownego Urzedu Statystycznego. Dla
osiagnigcia zamierzonego celu badawczego wykorzystano m.in. indeksy dynamiczne, ktore
zostaty uzyte do poréwnan rozpatrywanych zjawisk w czasie oraz §rednioroczne wartosci
poszczegdlnych parametrow, liczone przy wykorzystaniu $redniej arytmetycznej. Na pod-
stawie przeprowadzonych badan zaobserwowano, zgodny z ogdlno$wiatowa tendencja dla
krajow rozwijajacych sig, stopniowy spadek udziatu sektora rolnego w tworzeniu wartosci
w gospodarce narodowe;.

Stowa kluczowe: rynki rolne, integracja europejska.
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