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The starting new financial perspective linked with assistance deriving from
European funds for Polish agriculture poses new challenges for potential beneficiar-
ies. Besides the pro-environment element related to the so-called greening policy',
one of the basic features of distributed aid is still to increase competitiveness® of
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agriculture relative to other sectors of the economy?. In the case of Poland, increasing
national competitiveness will also concern undertaking competition by Polish agri-
cultural producers on the European market.

Already in 2012, by analysing the current functioning of agricultural subsi-
dies from European funds, we pointed out that these funds cause an increase in
regional competitiveness in the agricultural sector’. Even then we emphasized that
some of the activities under the Rural Development Programme 2007-2013 do not
in fact serve to improve competitiveness, but they are a maintenance mechanism
for Polish farmers®. A typical example subjected to legal and economic analysis,
which demonstrated this thesis, was the effectiveness of structural pensions’. In
this regard, most of the funds allocated to help farmers who have expressed their
intention to phase out agricultural activities were spent on current needs and did
not contribute to significant investments in the agricultural sector. We appealed
to review the economic efficiency of specific activities in the new financial per-
spective and to leave only those that have a significant impact on the level of
competitiveness of Polish agriculture.

The assistance programmes for the years 2014—-2020 implemented since 2014
seem to realize this postulate only in part. The choice of legal mechanisms in the
new financial perspective is not always aimed only at improving the competitive-
ness of farming activities® but it significantly affects the environment or social
structure of rural areas. It is true that the most cost-intensive activities and those
that do not have a major impact on increasing competitiveness were dropped,
such as the structural pensions mentioned above, but there are still legal mecha-
nisms which should be further developed not only in terms of legislation, but also
in-depth economic analyses’. It is worth mentioning the submeasure 6.5 indicated
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in the Rural Development Programme 2014-2020 — Payments to farmers eligible
for the system for small farms, who permanently donated their farms to another
farmer, which in its mechanism appears to be similar to the mentioned structural
pensions.

The question is how the new legal mechanisms'?, in a relatively rapidly chang-
ing economic environment, will affect Polish agriculture? Will further subsidies
lead to a significant increase in the competitiveness of this economy sector? It
should also be emphasized that the directions of changes of the Common Agri-
cultural Policy indicated in 2013 allow to state that the funds allocated to agri-
culture in such an amount are already the last chance to change the way in which
agricultural activities are done and to increase its profitability'!. It is worth look-
ing at the individual activities of RDP in terms of implementation of the goal to
raise competitiveness of not only the entire agricultural sector but also individual
farms'2. The following overview of selected legal problems in specific activities
is only a contribution to the broader discussion on the economic and legal state
of Polish agriculture in the European context". Has the Common Agricultural
Policy' realized in Poland for almost 12 years been bringing the expected results
and moving agricultural income closer to the Community level?

Improving competitiveness is also one of the declared objectives of the CAP
reform. In the Message from the Commission to the European Parliament, the
Council, the European Economic and Social Committee of Regions “CAP until
2020: meeting the challenges of the future associated with food, natural resources
and territorial aspects” it was indicated as follows: “Improving the competi-
tiveness of the agricultural sector and enhancing its qualitative share in the food
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chain, as the agricultural sector is characterized by high dispersion in comparison
with other sectors of the food chain, which are organized better and therefore have
a greater bargaining power. Furthermore, European farmers must face competi-
tion from world markets and at the same time they are forced to comply with the
high standards associated with the objectives of environmental protection, food
safety and its quality as well as animal welfare, which are required by the people
of Europe”. This means that improving competitiveness is to be connected to
both increasing food safety'® as well as with the requirements for environmental
protection'’ in agricultural production.

It needs to be noted at the outset that the combination of all these elements
can slow down the process of raising competitiveness for European farmers, in
relation to their competitors from countries such as the USA or China'®. It should
be considered today whether the stringent requirements for farmers in the Euro-
pean Union correspond to the needs of meeting the challenges posed outside the
Community".

The Polish Rural Areas Development Programme (PRDP) identifies 14 basic
measures®® which are funded under the programme. Only some of them can be
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considered as such that can significantly increase the competitiveness of Polish
agriculture. They pursue quite hierarchically defined objectives — priorities such
as easier transfer of knowledge and innovation in agriculture, forestry and rural
areas; improving the competitiveness of all types of farming and increasing the
profitability of farms; improving the organization of the food chain and promot-
ing risk management in agriculture; restoring, preserving and enhancing ecosys-
tems dependent on agriculture and forestry; promoting the effective management
of resources and transition to a low-emission economy and one that is resilient to
climate change in the sectors: agriculture, food and forestry, as well as increasing
social inclusion, reducing poverty and promoting economic development in rural
areas’'. This means that in the current financial perspective, the improvement of
competitiveness is only the second priority. Of course one should keep in mind
here that in the broad meaning of the concept of competitiveness, each of these
measures will have an impact on its level. Selected legal instruments which have
a direct impact on the competitiveness of Polish agriculture will be presented
further on in the discussion.

The main legal instrument, already present in the previous RDP are activities
that support young farmers. In the RDP 2014-2020 they are contained in the
measure Development of farms and economic activity. In addition to bonuses
for young farmers, other submeasures are a bonus for starting a non-agricul-
tural company and restructuring small farms. According to the RDP “support is
granted in connection with starting an agricultural business. Support concerns
the development of agricultural activity on a farm, as well as preparation for the
sale of agricultural products produced on the farm™?2. At this stage, the farmer is
to receive specific aid, after meeting the conditions, in order to be able to under-
take investment activities.

Further conditions entitling for the use of this instrument include meeting the
criterion of being a young farmer, that is a person who has not reached 40 years
of age, has appropriate professional qualifications and for the first time starts an
agricultural business as the only head of the farm, that is until the date of submis-
sion of the application for aid the person has not been a head of the farm. Linking
the commencement of agricultural activity with the requirements of the qualifica-
tions is to encourage the professionalization of the farmer profession and raise the
competitive capacity of such a qualified person to start a business®.

A legal problem arises already at the second requirement, where the person
applying for aid should begin organizing the farm before the date of application

2l http:/www.minrol.gov.pl/ Wsparcie-rolnictwa/PROW-2014-2020 — (1.04.2016).

22 RDP 2014-2020, p. 219.

2 B. Klepacki, Wyksztalcenie jako czynnik réznicujgcey zasoby, organizacje i wyniki ekono-
miczne gospodarstw rolniczych, Warszawa 2005; T. Dolegowski, Konkurencyjnos¢ a procesy in-
tegracyjne w Europie, Warszawa 2000.
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for aid, but not earlier than 12 months before its submission?*. The question arises
how the farmer should acquire funds for organizing the farm before submitting the
application. Even if he has his own resources or will obtain a preferential credit,
he’s taking a large financial risk already at the start. Of course, it is connected
with any kind of business, but some young farmers take it in the perspective of
obtaining the bonus referred to in the discussed submeasure. The risk would be
all the greater if the young farmer does not receive aid, then not only he would not
improve the competitiveness of his business, but may run into financial trouble. It
is a feature threatening not only the effectiveness of the disbursed funds, but also
the existential basics of a young farmer.

Another issue required in the criteria for aid is a requirement for conducting
the agricultural business personally. It was identified that “head of the farm con-
ducts the agricultural business personally (works on the farm and makes all deci-
sions on the farm), on his own account and on his own behalf, bears the costs and
enjoys the benefits in relation to the business”*. These regulations correspond to
e.g. the normative definition of an individual farmer. The problem is the issue of
verification and control of the personal conduct of the farm.

Bonus from the discussed measure can’t be granted to a person who was
awarded a bonus under the measure “Setting up of young farmers” RDP 2007-
—2013 or for a farm, for which bonus was granted under the measure “Setting up
of young farmers” RDP 2007-2013, unless aid was granted, but has not been paid
because of resignation or failure to comply with the conditions resulting from
the decision to grant aid. This means elimination of a large part of farmers from
accessing these funds. On the one hand, it should be evaluated positively because
of the increased number of potential new beneficiaries. On the other hand, entre-
preneurial farmers are excluded from the aid, who have already demonstrated the
fulfilment of the relevant access criteria.

Inthe case of spouses, only one of them can get the bonus, regardless of whether
they conduct a farm together or separate farms, and the spouse of a young farmer
meets the conditions. The farmer shall receive help if it has appropriate profes-
sional qualifications resulting from education or work experience in agriculture.

24 According to the RDP “Organizing a farm starts with the moment when the person ap-
plying for aid has become the owner or took possession of the farm, and ends with the start of
agricultural business as head of the farm.

If organizing the farm:

1) is started by a minor, the period of 12 months is counted from the date of this person coming
of age;

2) starts as a result of inheritance, the period of 12 months is counted from the date of obtain-
ing a final court decision on the acquisition of inheritance”.

25 According to the RDP “The following prove in particular conducting an agricultural busi-
ness as the only head of the farm: registering livestock in order to conduct agricultural business,
applying for direct payments, applying for financial assistance for farmers under the EU programs
or national aid, keeping a special department of agricultural production”.
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According to the RDP, the condition relating to professional qualifications is met,
if the young farmer has agricultural qualifications, confirmed by an appropriate
certificate or diploma, or equivalent work experience in agriculture or shall com-
plement professional qualifications (education) within 36 months from the date of
receipt of the decision to grant assistance. This means that the person who applies
for assistance can complete his qualifications later. Such a regulation increases
the availability of potential aid for people who want to get interested in agricul-
tural activity. At the same time it causes that aid can get to the beneficiary who
will not have qualifications in the initial period to use the allocated funds best.
It is true that a number of security mechanisms has been provided in case of any
failures, like the need to present a business plan® concerning the development of
the farm, but it must also be made clear that they may be obligations undertaken
by a person whose knowledge of the agricultural activity can be dramatically
verified by reality. The question is whether such allocated funds can significantly
raise the competitiveness of the Polish agricultural sector or will they only help to
learn the profession for young farmers.

The competitiveness of this assistance funds is also measurable. In the RDP
it was determined that as a result of the business plan, an increase in economic
size of the farm by at least 10% will take place. This means that such aid should
be used in the manner specified in the business plan at the same time bring-
ing the increase in the value of the farm. This increase, in turn, should translate
into improved competitiveness of the farm and its investment capacity, and thus
increase the competitiveness of the entire agricultural sector. Practical problem
remains only to develop criteria for assessing the ex-ante and ex-post value of the
farm and the impact of the aid on the increase of this value.

Some help can be an obligation of the beneficiary to start conducting a sim-
plified accounting on the farm not later than on the date of commencement of
the realization of business plan and to conduct such accounting at least until the
expiry of the target period. Accounting books in this area can give objective crite-
ria for measurability of the achieved results. However, it needs to be remembered
that the increase in the economic value of a farm can be affected not only by the
granted aid, but many external factors. Separating these factors from the assis-
tance funds can be a difficult task when there is a need for a fair assessment of the
impact of aid on the Polish agriculture.

26 According to the RDP: the farm specified in the business plan: has agricultural area at least
equal to the national average, and in the case of farms located in the voivodeship with an average
lower than the national — at least equal to the voivodeship average, and not more than 300 hectares;
at least 70% of the minimum size referred to in the preceding point (basic part of the farm), is the
subject of ownership of the beneficiary, perpetual usufruct or lease of agricultural property of
the State Treasury or LGU; it has an economic size of not less than 13 thousand EUR and not more
than 150 thousand EUR.
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The beneficiary should become a professionally active farmer in the meaning
of EU rules on direct payments within 18 months from the start of agricultural
business. Furthermore, he should be subject to social insurance of farmers under
the Act on social insurance of farmers as a farmer under the law and in full for
at least 12 months from the date of payment of the first instalment of assistance.

The granted aid should affect the sustainability of the conducted agricultural
business. In this regard, the beneficiary conducts a farm as the head at least until
the expiry of the target period. The support granted in the amount of 100,000 PLN
should affect competitiveness and investment opportunities of a newly created
farm, provided there is a conducive legal environment. Some risks mentioned
above may affect the state of distribution of this aid to farmers. According to the
intended law, one should consider the possibility of clarifying the specific criteria
of access to help, and in a larger size standardize a method for evaluating the con-
dition of the increase of the economic value of the farm?’.

Another submeasure aimed to improve the competitiveness of the agricultural
sector are bonuses for starting a non-agricultural company. This form of assis-
tance should result in retraining farmers, whose farms do not achieve satisfactory
income, and are therefore not able to compete on the market.

Assistance within the bonus for starting a non-agricultural company may pre-
fer above all innovative investments; carried out by persons who are beneficiaries
of the measure “Payments to farmers transferring small farms”; carried out by
persons resident in the poviats with the highest level of unemployment in the
voivodeship; involving the creation of FTE jobs (does not concern self-employ-
ment); carried out by persons who are qualified in the field of non-agricultural
activities foreseen in the business plan. Bonuses combine several aspects of possi-
ble assistance. On the one hand, they may prefer entities that permanently get rid
of the farms, on the other allow non-agricultural activities on farmland.

Measures such as bonuses for starting a non-agricultural company influence
the competitiveness of agriculture as much as they eliminate from the market
entities that are not efficient in terms of profits and investments. Through assis-
tance they allow farmers to take up a different type of business or employment,
thus affecting the level of competitiveness of the economy. Such an assertion is
all the more justified that the support is 100,000 PLN. This allows farmers for
retraining and starting other non-agricultural activities.

7 Difficulties in this regard were noticed in the RDP: “Difficulties in the confirmation of the
economic size of the farm in the case of field crops in the absence of the possibility of a detailed
verification of the type and area of declared crops, due to further simplifications of the rules for
granting area payments. Difficulties in carrying out inspection activities for all farms for which
an application for aid was submitted, in particular when the application deadline will prevent
the confirmation of the structure of crops on the given farm in the time required to handle the
application. Difficulties in monitoring the successful implementation of the business plan”, RDP
2014-2020, p. 222-223.
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Some doubts, also highlighted in the RDP, are caused by the evaluation of
economic viability of new projects undertaken by farmers. There is a risk whether
the adopted business plan can be effectively implemented and whether non-agri-
cultural activities will enable the farmer to get by on this new source of income.
Legal problems start even in the interpretation of the concept of innovations as
priority actions in this support instrument. It may turn out that the farmer does
not meet the new challenges and at the end of the program will remain without the
possibility of farming and without any sources of income from non-agricultural
activities. Such a threat can cause not only burdens on the state welfare, but also
adversely affect the competitiveness of the whole economy.

A reliable assessment of the business plans submitted by the applicants should
be postulated. The state should also provide the appropriate level of consultancy in
the scope of planned investments and identify potential hazards and risks, taking
into account the characteristics and qualifications of the farmer. The appropriate
assessment of the intended projects at the stage of design will make it possible to
avoid subsequent bankruptcies for people who benefit from bonuses for starting
a non-agricultural company and do not achieve their financial effect.

The financial instrument for Polish agriculture which is connected with high
hopes due to the agricultural structure is the submeasure Restructuring small
farms. In accordance with the wording of the RDP ““aid is granted for the restruc-
turing of farms in the production of food or non-food agricultural products, as
well as the preparation for sale of agricultural products produced on the farm.
Restructuring means fundamental changes in the farm, which are intended to
improve its competitiveness and increase its profitability through an increase in
economic size, in particular as a result of changes in the profile of their agricul-
tural production®”. This means not only incentive to specialize in agricultural
production but also the search for new production solutions which should raise the
level of profitability of farms and thus contribute to improving competitiveness.

Aid may be received by a farmer who conducts agricultural activities on the
territory of the Republic of Poland for commercial purposes; he is an independ-
ent or dependent owner of a farm within the meaning of the Civil Code, with an
agricultural area at least 1 ha or property used to conduct production in the field
of special agricultural production within the meaning of the regulations on social
insurance for farmers; he has a farm with an economic size of less than 10 thou-
sand EUR; he submits a business plan for the restructuring of the farm. As in pre-
vious aid instruments, one of the key roles is played by the business plan, which
is the axis of restructuring such a small farm.

It is assumed that as a result of implementing a business plan, there should be
an increase in economic size to at least 10 thousand EUR, while the increase must
be at least 20% of the initial value. Achieving such growth can be a problem given

2 PROW 2014-2020, p. 233.
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the current economic and political factors independent of the farmer. There is also
the problem of the criteria of measurability of this growth, seen in the RDP¥,

The preferred criteria for the selection of entities to which aid will be directed
is the type of planned production (e.g. organic production), economic size of the
farm, the impact of the implementation of cross-cutting objectives, the complex-
ity of the business plan, processing of agricultural products produced on the farm,
participation in organized forms of cooperation of agricultural producers, pro-
fessional qualifications of the farmer. The amount of the support possible to be
obtained is 60,000 PLN. This amount may be a threat to the successful implemen-
tation of the entire operation. It may be simply too low in view of the purchase of
expensive and specialized equipment required e.g. for processing products pro-
duced on the farm.

The amount of support can reduce not only the interest in this action, but also
destroy any implemented business plans. It seems that for their rational imple-
mentation, an average farmer will need larger amounts. In this regard, various
assistance possibilities from the state arise, like loans at preferential rates, provid-
ing technical, legal, accounting assistance.

The above analysis of selected legal measures affecting the competitiveness
of Polish agriculture in the coming years allows for a moderate assessment of the
planned activities. The current stage of issuing executive regulations and car-
rying out the recruitment requires intensive work on the possible correcting of
some problematic issues indicated above. It is also a time that will allow both to
make initial assessments, as well as medium-term assessments of effectiveness
of the granted assistance.

The importance of legal aid should be noted, which the farmers should receive
from specialized entities. The complicated system of Polish agricultural law, and
in particular European agricultural law has a significant impact on the competi-
tiveness of Polish agriculture. This process can be affected by the lack of knowl-
edge about the rights and obligations of the potential beneficiaries of assistance.
A farmer who does not have knowledge about existing procedures and respon-
sibilities that is associated with the obtained support could lose more than gain
from the received assistance.

It is worth to rethink individual actions and sub-actions identified in the RDP
in terms of their effectiveness in improving the competitiveness of Polish farmers.
We propose that along with this program national support measures are developed

2 RDP 2014-2020, p. 235: “Difficulties in the confirmation of the economic size of the farm
in the case of field crops in the absence of the possibility of a detailed verification of the type
and area of declared crops, due to further simplifications of the rules for granting area payments.
Difficulties in carrying out inspection activities for all farms for which an application for aid was
submitted, in particular when the application deadline will prevent the confirmation of the struc-
ture of crops on the given farm in the time required to handle the application”.
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regarding the preparation of applications, or getting help in the possession of own
contribution (of course while maintaining the rules relating to state aid and de
minimis help), e.g. for organizing the farm by a young farmer. Such actions can
significantly help Polish farmers to compete with farmers from other EU coun-
tries. This will also help in the long run to build a national agricultural policy and
legal instruments that can help in its implementation. Due to the uncertainty of
directions of future reforms of the CAP it can be a legitimate move, which will
prepare the Polish agricultural administration to function in conditions of much
lower or non-existent agricultural support from European funds. Such a scenario
should be considered also today, four years before the end of the current financial
perspective. In this context, the problem will arise whether farmers who currently
benefit from assistance funds will be able to keep their machines, modernized
farms, acquired know-how, in the absence of lack of financial assistance from
outside. The strength of the competitiveness of the Polish agricultural sector will
perhaps be known at that time.

The analysis includes only some legal instruments that in the assumptions
are intended to improve the competitiveness of Polish agriculture. The conducted
analyses do not include a very important element of conducting agricultural busi-
ness in harmony with environmental protection indicated e.g. In cross-compli-
ance principles®.

The presented selected regulations were related to these activities, from which
farmers can obtain the highest level of funding. All other possible “funding
streams” of Polish agriculture should be also analysed and all regulations harmo-
nized, both concerning European aid, as well as other aspects of the farmer activ-
ity. Only then the farmer, who will be able to take care of running his farm, and
not exploring further meanders of law will be able to increase the competitiveness
of Polish agriculture. This challenge must be taken today, because probably the
current financial perspective will be the last with this scale of measures allocated
to the agricultural sector in the European Union budget. This opportunity cannot
be missed.

3% A. Niewiadomski, Europejska Sie¢ Ekologiczna Natura 2000..., p. 293-304; B. Jezynska,
Proekologiczne instrumenty..., p. 251-264.
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SELECTED REGULATIONS OF THE COMMON AGRICULTURAL
POLICY AFFECTING THE COMPETITIVENESS OF POLISH
AGRICULTURE IN THE NEW FINANCIAL PERSPECTIVE

Summary

The article presents selected legal problems in the scope of rural development
policy, which affect the competitiveness of the agricultural sector in Poland. Selected
submeasures identified in the Rural Development Programme 2014-2020 were subjected
to legal analysis in terms of rationality and possible efficiency of the adopted assumptions.
Potential dysfunctions were indicated and proposals according to the intended law were
contained.

There has also been an attempt to assess the functioning of the Common Agricultural
Policy as a mechanism for improving the competitiveness of the individual farms, as well
as the entire agricultural sector.
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