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Summary:

Since 1989 Poland went into transition from centrally planned to market economic system. One of an important element of this transition  was foreign trade of which an important part is constituted by the trade of agricultural and food products.The  aim of the paper is to describe changes and problems in agricultural foreign trade in Poland during the period of transition with special attention to the last three years. The general trends in foreign trade, commodity and geographical structures as well as description of agricultural trends with the European Union, former USSR and CEFTA countries are discussed.

Anotace:

Od r. 1989 přechází Polsko z centrálního plánování na tržní ekonomický systém. Jedním z důležitých prvků tohoto přechodu byl zahraniční obchod, jehož významnou část tvoří obchod zemědělskými a potravinářskými výrobky. Cílem příspěvku je popsat změny a problémy v zemědělském zahraničním obchodě v Polsku během transformace, se zvláštní pozorností věnovanou posledním třem letem. Je diskutován také celkový trend v zahraničním obchodě, komoditové a geografické struktuře, stejně jako popis zemědělských trendů v Evropské unii, dřívějším SSSR a zemích CEFTA.
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Introduction    

 
One of the important element of structural reforms aimed at the transition from the centrally planned to the market economy in Poland was broad opening of Polish economy for world economy and joining it as an more active member of international business activity.An assumption of gradual integration with the European and Atlantic structures was recognised as main way for implementation of that opening.

The main part of the integration and cooperation processes with foreign partners is the foreign trade, which is the field of far reaching intervention and regulation by national governments and international bodies. During transition Poland undersigned several bilateral and international agreements aimed at liberalising and improving the foreign trade and international economic cooperation. The most important include such as  an European Act with interim trade agreement with the European Union, trade agreements with the EFTA and CEFTA countries as well as the Final Act of the GATT/WTO negotiation. Most of these agreements resulted in improving and liberalising the trade of industrial products.The liberalisation of agricultural trade, however was not advanced.

Despite of the European Community concession, the trends of agricultural trade with the EU are unfavourable for Poland, while trade with Eastern Countries shows high rates of development, even this is not regulated by special agreements and concessions.The development of an agricultural export is in the critical position and it creates unfavourable condition for the future of Polish agriculture.There is a need of further negotiations on the mutual liberalisation of agricultural trade in Europe, with the EU and inside smaller groups such as CEFTA countries. 

Changes in the system of foreign trade
The broader opening of Poland for international cooperation along with the important shift from east to west cooperation was one of the characteristic features of the Polish economic system transformation. The liberal concept of international trade relations promoted by the economic stabilisation programme faced farmer resistance in that time. They demanded the restoration of not only  an intervention on the internal market but also an external protection, first of all before the competitor of imported subsidised agricultural products.

The changes in foreign trade system in 1987-1989 have been culminated in a radical liberalisation since January 1990. The state monopoly in the foreign trade has  been abolished. The new system of trade was based on internal convertibility of Polish currency, comparatively free access of enterprises and persons to foreign trade and decreasing level of customs duties and liquidation of some quantitative restrictions for import. In the beginning of the decade the customs duties for agricultural and food import averaged below 10% ( ranging between 5% and 25% ). Poland had the most liberal tariff in Europe during this time period (EC 1995).

Large uncontrolled agricultural and food imports together with the food aid offered by western countries had a destructive impact on Polish agriculture and the food sector. Farmers strongly opposed such policy and were demanding some level of protection from foreign competition. As a result of this the level of customs duties on imported agricultural products was increased in May 1991 from 10% to 18%, and in August to about 27%. Higher levels of protection were for dairy products and sugar (35%-40%). With the beginning of the Agricultural Market Agency activities, and with increasing the border protection the new process of agricultural intervention policy consolidation begun. This process was highly influenced by new trends in foreign policy which directed Poland on an integration path with the European Union. One of the most important factor in this process was an European Agreement associating Poland, together with former Czechoslovakia and Hungary, with the European Community. Parallely to integration process, with to the European Union, a new path of integration with other external organisations such as EFTA and CEFTA was continued. Poland participated also in the Urugway Round and undersigned the Final Act concluding the GATT/WTO negotiations.

European Agreement - Limited Concessions, Poor Utilization
The European Agreement between the European Union and Poland was signed in December 1991 and come into force in February 1994. Since March 1992 it went into operation in the form of an Interim Agreement covering existing mutual trade provisions.

In the area of trade liberalisation, the Agreement provides for the creation of a free trade area for most industrial products within a ten year period. Special provisions are applied to the sensitive sectors- coal, steel, textiles and agriculture. The agricultural provisions were considered separately and trade liberalisation in this field  was limited to the selective market concessions of the asymmetric character. Concessions granted by EU to Poland had to be higher than concessions of Poland to the EU.

 
The agricultural trade concessions of the EU  are mainly related to limited tariff and import levies and quotas subject to stepwise reductions and increasing preferential quantities. The basis for the concession granted were the average import quantities in 1989/90 enlarged by about 10%. For the years till1996 the quotas are raised by 5-10% a year according to sensitivity of the products. The EU trade concessions for Poland are differentiated in six groups:

*  Levy reduction of 50% during two years from 1992 onwards whereby the corresponding quantities increase by 5-10% each year until 1996. This concession is applied to specific quantities of duckmeat, live geese and geesemeat, pork meat, potato starch, sausages. Excluding duckmeat, these preferential quantities in the 1994/95 seasons have not been fulfilled.

*  Consolidation of the autonomous tariff and levy reduction by 30-100% granted previously under the Generalised System of Preferences regulation. In 1991, these groups participated in about 27% of Polish agricultural export to the EU consisting of minor market products such as horses, game meat, soft fruits, honey, cut flowers, rabbits, several vegetables and certain meats etc. The soft fruits are, however the subject of minimum import price regulations which can constitute an important import barrier.

*  75% reduction of import levies for young bovine animals between 160 and 300 kg, granted for quota specified for the years 1993-1996. The number of animals subjected to this concession will increase from 39600 in1993 to 99000 in 1996. Quotas given for this group are in general fully used.

*  Stepwise levy and tariff reduction of 20% in the first year, 40% in the second and 60% in the successive years until 1996 is applied to such products as: meat of bovine animals, swine and swine meat, chicken and turkey meats, milk powder, butter, cheese, eggs, and buckwheat. These specific quantities increase every year by 10% during the next 5 years. Only 10% of the quota for swine meat was utilised in 1994; 58% of the sheep animals quota(SAEPR 1995).

*  Stepwise tariff reduction similar to the above levy cut applying a 60% reduced tariff from the third year downwards to a several fresh and processed fruits and vegetables.

Some of these products are also under minimum price regulations.

*  Reduction of the agricultural variable component for certain quantities of products such as yoghurt, margarine, sugar confectionery, chocolate,pastry cakes, ice cream etc.

The preferential quantities are increased gradually reaching in 1996 a level of 50% above that of the 1990 level.

The European Council in Copenhagen in June 1993 agreed to accelerate by 6 months the schedule of the agricultural trade provisions in the European Agreement.

The agricultural trade concessions of Poland for the products from the Eropean Union are related to a 10% tariff reduction beginning March 1992 on about 250 products which are mostly not manufactured in Poland. Poland made commitment to remove limitations and barriers on alcohol import till the end of 1998 and on non-agricultural part of processed food products. Nonrecurring decreases in tariffs in 1991 covered about 19% of Polish agricultural import from the EU end if fish and fish products could be added this share  is increased to 40%.

     The European Community, being the main trading partner of Poland, becomes the biggest beneficiary of trade liberalisation introduced in Poland in 1990. This was additionally strengthened by the European Agreement( OECD 1995).

      The asymmetric shape of the trade concessions haven't been proven in practice. The use of preferential quotas was too complicated and thus did not attract importers.

For Poland the utilisation of the preferential quotas  has been relatively low in the first three years of the Interim Agreement. In many cases quotas have not been used even though trade was continued on the free market basis. In1992 Polish exporters were able to use fully preferential quotas only for 33 among 76 products under this provisions. In 29 position degree of utilisation of quotas did not exceed 20%. In 1993 degree of the quotas use decreased and in 1994 and 1995 is still low, particularly in the meat sector-except duckmeat for which quota is fully used. In this subsector and as well as for dairy products the demand for import licences is much higher than the quota available.

EFTA,  CEFTA  and  GATT  agreement

The agreement on free trade between Poland and EFTA, concluded in December 1991, provides creation of the free trade zone to the end of 2001. This started to be applied since November 1993. The EFTA agreement is similar to the agreement with the EU. It provides for stepwise asymmetric decrease in tariff and the liquidation of non-tariff barriers. Temporary measures of market protection could be kept. Industrial products and processed agricultural and fish food, with exclusion of agricultural raw materials, are included. The tariffs for agricultural products differ, but are generally high. The protection of agricultural markets in EFTA countries was complicated and generally not lower than in the EU. In addition to tariff and import levies the EFTA countries used different quantitative and other protection measures (ec. quotas, minimum purchases on internal markets and others were included). The trade concessions were in a frame of general agreement negotiated bilaterally. The progress in agricultural trade liberalisation as a result of these negotiations is assessed not to be so important. The situation, however, changed at the beginning of 1995 when three of the former EFTA countries- Austria, Finland and Sweden became members in the EU.

The collapse of the COMECON and different level of economic transition in Poland and in other Central and Eastern European Countries ( CEEC) hampered and verified the trade relationship between Poland and these countries. A common interest of Czech Republic, Hungary, Slovakia and Poland led to establishing the Central European Free Trade Agreement (CEFTA). This was known also as a Wysehgrad Agreement. The part related to trade came into effect in March 1993.

The CEFTA Agreement, which is similar to the European Act, provides stepwise reduction of tariff and non tariff barriers in trade with a possibility of temporary use of protective actions. The free trade zone for industrial products should be created during 8 years, while on agricultural markets the agreement would permit a steady reduction in custom duties of certain contingents during a 5 year period. Further concessions had to be negotiated later. Even the agreement has a multilateral character, the type and scale of concessions was negotiated bilaterally. Because all these countries conduct protectionist line of policy in agriculture, the agreement was difficult to negotiate and their scope was rather moderate. However, after a prime ministers', meeting in Brno in September 1995 the process of Central European integration in the agricultural sphere was decided to be accelerated. Since January 1996 custom duties for most of agricultural products was reduced by 50%. The sensitive product groups were selected in which the reduction of tariffs were scheduled for a longer time. Establishing the free trade zone for five countries (Slovenia joined the group in September 1995) with a population of about 70 million people is important not only for the Central Europe but for total Europe as well.

Demonopolization of foreign trade in the beginning of 1990 led to a creation of many small trading firms which increased trade turnover, first of all with Western Europe. The trade with former Soviet Union countries decreased at that time. From 1992, the trade between Poland and those countries was done in convertible currency on a world price basis, and the quantitative limits had been neglected. The shortage of convertible currencies in these countries was a reason that barter trade developed. In the following years the conditions of trade with western countries worsened but improved with eastern countries. The credit granted by the EU to Russia ( triangle agreement) influenced positively this trend. While export of agricultural and food products to the EU countries in 1989-1995 decreased slightly, export to the Eastern European Countries increased 4-5 times to a level of 581 million dollars, that constituted about 55% of the export to the EU ( 1054 mill.$). The trade with East European countries has a good perspective for the next 5-10 years if these countries overcome the initial difficulties of market transformation.

With the beginning of market transition Poland made access to the GATT Uruguay Round negotiations, and in April 1994 concluded together with other countries the Final Act and declaration about establishing the World Trade Organization (WTO). Starting in July 1995, Poland implemented the result of the URA concerning the commitments on internal support, market access, and export compensation.

Under minimum market access, quota duty rates are set between 10% for oilcakes and 50% for apples and potatoes. The quantities related to these rates which are due to be imported by the end of the century are fairly important for several products such as pork, poultry, butter, cereals, vegetable oil, vegetables, potatoes, sugar and beer. In some cases such as cereals, feeds, sugar, pork and others the minimum access will limit the scope for further home production expansion.

However, the average weighted import custom duties for agricultural products implemented since July 1, 1995 increased only by 3.8 percentage points, from 19,5% to 23.3%. The tariff rates applied to ordinary trade products, constituted the first  trading group, specific fruits and vegetables, oilseeds, butter and chocolate. After tarification, the limits for so called tied custom duties should be lowered  by 37% until the year 2000, with minimum decrease for specific products by 15%. In fact, less than half of agricultural imports in 1994 was covered by this reduction. This group constituted 45% of Polish imports ( 49% of import from the EU).

For the second group of products, the custom duties will be lowered sizeable. This group includes such products as oilseed cake, coffee, tee, nuts, cotton and specific fruits and vegetables. This group constituted about 36% of Polish agricultural imports (33% from the EU).

The third group is recognised as a sensitive, and is highly protected by custom duties. In 1994, this group which includes beef, some processed food products, alcoholic drinks, tobacco etc. constituted 19% of Polish agricultural and food imports    ( 18%  from the EU). The custom duties for about 64 products traded with the EU will be reduced stepwise with the  possibility of adjusting this process if some unfavourable trends appear on the market. 

Poland's commitments in the field of internal support should amount to 3.3 bill. dollars by the year 2001. It appears not to be big in relation to the number of farms. However, it would be difficult to accomplish if the present price support system on the internal market would be continued. The limitation which could appear would raise the question about what kind of  support would be still possible without violating the GATT ceiling under domestic support. A new kind of green policies relating to supply control and structural changes may be proposed.

During the next six years, beginning in 1995, the number of products supported by export subsidies should decrease by 21% and budgetary outlays by 36%. The Polish commitments on export competition amounted to 672 million dollars in the base year. The budget outlay could support export in limited ways for products such as processed fruits and vegetables and processed and fresh meats. Support would be very limited to export of such products as potatoes, potato starch, rapeseed, fresh fruits, vegetables, and sugar. Other products could be done without any subsidies.

The GATT Agreement permits Poland to use all advantages of world wide trade liberalisation. It has superior character in relation to the European Agreement and in fact weakened, and even cancelled the preferences given by the EU to Poland and other Central European Countries.

Foreign trade turnover 

The trends in agricultural foreign trade turnover are influenced by the supply and demand relations situation on the internal market changes on the world food markets, exchange rate policy, regulations used for export and import and the system of international agreements. The complex of these factors influenced negatively the foreign trade in Poland which is characterised by great trade deficit in spite the high rate of economic growth ( 7% in 1995 and 6% in 1996) and the progress in economic restructurisation. The trade deficit in countries being the Polish foreign trade since 1991 and in  the trade of agricultural products since 1993 was partly due to the high rate of investment ( 6,2% in 1994, 19% in 1995 and 22% in1996)which involve the  import of goods for necessary modernisation of the economy. This high demand for imported commodities  in Poland was accompanied by economic recession in main Polish trade partners in Western Europe. Another reason of the growing trade deficit was appreciation of Polish zloty in relation to foreign currency. This resulted in decreasing competitiveness of Polish export and growing profitability of import. 

 Table1. Total foreign trade turnover and agri-food trade turnover in years                                                                         1985-1996
	
	Value in mill.USD   mln  USD


	

	
	1985
	1990
	1991
	1992
	 1993
	 1994
	 1995
	 1996

	Total  export
	16385
	14 614
	14903
	13182
	14 143
	17 240
	22 895
	24 440

	Total  import
	11441
	9 733
	15521
	16173
	18 843
	21 569
	29 050
	37 137

	Balance
	  4943
	4881
	- 618
	-2991
	- 4 691
	-4 329
	-6 155
	-12697

	Agri-food  export
	  1609
	  2252
	  2469
	  2002
	 1 646
	 2 084
	 2 511
	 2 757

	Agri-food  import
	  1302
	  922,7
	2082,1
	1952,2
	 2 256
	 2 411
	 2 987
	 3 989,1

	Balance
	    297
	 1329,5
	  386,5
	    49,3
	  - 610
	  - 327
	  - 476
	-1 232,0

	Share of agri-food export in total export %
	     9,8
	     15,4
	    16,6
	    15,2
	    11,6
	   12,1
	   11,0
	   11,3

	Share of agri-food import in total import  %
	   11,5
	     9,5
	    13,4
	    12,1
	    12,0
	    11,2
	    10,3
	   10,7


Source: Own elaboration based on data GUS(Central Statistical Office), SAEPR
Generally growing trends in total and agricultural foreign trade are presented in table 1. In both, the growth of import was more dynamic. These resulted in negative balance of trade which increased almost every year since 1991. In 1996 export increased by 6,7% while import by 27,8%.

Till 1992 Poland had a positive balance of agricultural foreign trade since 1993, partly as a result of 1992 and 1994 decrease in agricultural production, we have agricultural  import larger than export. However in the last year, than we can observe  the rate of grow of agricultural trade exceeds the rate of total trade growth.

Figure 1.                  Changes in trade turnover in 1994-1996 (%)

                         IMPORT                                                                                    EKSPORT
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Source: Own elaboration based on data GUS.

Agricultural export constituted 15-17% of the total export during 1990-1992 and only 11-12% in the next years. Agricultural import, excluding 1990-1991, when reached extreme shares 9,5% and 13,4%, constituted between 10% and 12% of the total import.

According to the rate of growth, the three steps could be  distinguished in Polish agri-food export during transition. They are as following:

                  1986-1991   -  upward  trend,

                  1991-1993  -  declining trend,

                  1993-1996  -  growing  trend.

In agricultural import the continuos growing trend was interrupted by two periods of decline in the years 1988-1990 and 1991-1992.

Figure 2. Polish foreign trade of agricultural and food products (mill. USD)

                                              in 1986-1996.
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Source: SAEPR,Report. Polish foreign trade of agricultural and food products in  1996; 

             Warsaw 1997.

Since 1993 agricultural import exceeds export. This resulted in the negative balance of trade which increased from 327 mill. USD in1994 to 1232 mill. USD in 1996. In 1996 the import grew by 33,5% compared to 9,8% growth  of export. The slump in the agricultural trade balance was even worse than in total trade.

      The dynamic development of import and lagging development of export were influenced by:

- high  internal demand for consumer and investment goods, the last one related mostly to foreign direct investment,

- maladjustment of Polish export supply in relation to import demand of potential trade partners of Poland,

- protectionist practices by main trade partners, mainly from Western Europe,

-  weak financial and economic position of trade partners in countries of the former USSR.

Fluctuation of agricultural production in Poland due to changing weather conditions influenced agricultural foregin trade as well. For instance due to unfavourable weather, Poland moved from export to import position in rapeseeds and oils as well as in consumption and feed grains. Growing import of citrus and tropical fruits disrupted also the trade balance in horticultural products. These changes enlarged the competitiveness of foreign commodities for Polish producers. Hopefully, the development of investments in some food industries in Poland will improve export possibilities in the future.

The commodity structure of agricultural trade 

Generally, a very small part of commodities manufactures by Polish farmers are sold abroad. The only exception is fruits of which over 50% is exported. The share of raw materials in Polish export is about 15% and live animals about 6%. Both show a declining trends. Main exported of Agri-food products are processed plant origin product, which in 1996 constitutes almost 35% of total agricultural export. These include mainly confectionery and vegetable and fruits processed products. The export value of the first reached 261 mill. USD while the second group- over 504 mill. USD. Next important agri-food export group were constituted by meat and meat product as well as dairy products. They constitute about 26% of agri-food export and show a steady growing tendency.

Table 2.  The commodity structure of agri-food export in 1992-1996 in millionUSD.

	
	   Value 


	
	

	Commodity groups
	1992
	1993
	 1994
	 1995
	 1996

	Raw plant
	  561
	  362
	   212
	   365
	   241

	Live animals
	  230
	  172
	   179
	   180
	   175

	Processed plant
	  423
	  339
	   679
	   753
	   956

	Animals' preserves
	  404
	  365
	   440
	   604
	   721

	Fish and processed fish
	  145
	  138
	   122
	   154
	   171

	Spices and certain beverages such as tea etc.
	  134
	  156
	   278
	   228
	   212

	Another
	  101
	  113
	   173
	   226
	   281

	Total
	 2001
	 1646
	  2084 
	  2511
	  2757


     Source: SAEPR,Report Polish foreign trade of agriculture and food products Warsaw 1996,1997.
The most important commodities which Poland imported in last year were raw materials and semi processed products of plan origin. They constituted respectively 32%  and 22% of total agri-food import. Poland traditionally imports large quantities of cereals, vegetables oils and protein meals and cakes as well as tropical fruits and condiments. The share of the last groups in total agri-food import  was about 18%.
In 1996 about 3,6 mill. tons of grain were imported to Poland, of which 61% was wheat while 15% barley and maize each. This large import of cereals resulted of growing demand on internal market, low level of prices on world market and suspension of custom duties for imported grain.

Table 3.  The commodity structure of agri-food import in years 1992-1996 in million USD.

	
	  Value

	

	Commodity groups
	1992
	1993
	 1994
	 1995
	 1996

	Raw plant
	  369
	  600
	  384
	 586
	 1267

	Live animals
	   41
	    32
	     58
	    37
	      42

	Processed plant
	  410
	  236
	   505
	  731
	    884

	Animals'preserves
	  167
	  304
	   252
	  185
	    230

	Fish and processed fish
	  111
	  135
	   170
	  183
	    243

	Spices and certain beverages such as tea etc.
	  303
	  331
	   598
	  732
	    713

	Another
	  551
	  617
	   441
	  532
	    609

	Total
	 1952
	 2255
	 2411
	 2987
	  3989


               Source: see Table 2.

For most commodity groups the previous years trends for growth were maintained. An important feature of export is steady dynamic growth of processed plant and animal products which in 1992-1996 increased by 2,3 and 1,8 times respectively.

Since 1992 value of processed meat increased fourfold. Even larger increase were noted in export cheeses and curds. Part of the large import of condiments are reexported.

Figure 3.  Shares (%) of particular sections in total export of agri-food                                           products in years 1994-1996.
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Source: Own elaboration based on data SAEPR.
Figure 4.   Shares (%) of particular sectors in total import of agri-food                                          products in years 1994-1996
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Source: Own elaboration based on data SAEPR.  

The regional structure of agricultural trade

The major feature of Polish export at present is the west-east orientation. Since 1986 the European Union is the largest trade partner of Poland. In 1995 the share of fifteen EU member countries in Polish foreign trade was 67%. In the years 1991-1993 the share of EU in Polish trade grew by 5 percentage points every year.

Table 4.   The regional structure of agricultural and food export in years                                              1986-1996 (million USD)
	
	1986
	1987
	1988
	1989
	1990
	1991
	1992
	1993
	1994
	1995
	1996

	EU*
	658,5
	773,7
	905,3
	1136
	1204
	1608
	 1111
	 953
	1175
	1368
	1306

	EFTA
	100,1
	149,5
	171,8
	207,8
	225,7
	  239
	 198,2
	168,1
	   32
	   35
	   31

	USA
	141,4
	158,5
	134,4
	131,2
	124,4
	  80,2
	   53,1
	 54,3
	   63
	   55
	   60

	USRR*
	147,8
	150,4
	142,7
	117,1
	  72,7
	278,2
	 202,9
	308,3
	  591
	  793
	1066

	CEFTA
	  41,7
	  38,8
	  37,7
	  24,5
	  41,4
	  36,0
	   19,7
	  46,6
	   51
	   74
	   81


Source:Report,Analysis of foreign trade turnover of agricultural and food products in 1993 . MRiGZ. 

*-before 1992 EEC, later former USRR
Since 1994 this growth slowed down and this is observed first of all in agricultural product trade. Decrease in agricultural export from Poland to the EU was noted in 1992-1993 and in 1996. In 1996 the European Union constituted 47% while the former Soviet Union Countries 39% of total agri-food export. The agri-food export to former Soviet Union grew rapidly since 1990. The downward trends are observed in export to the EFTA countries as well as to the USA. Since 1992 the positive trends are shown in export to the CEFTA countries. The balance of agri-food trade with that group of countries is however highly negative for Poland. In 1996 import from CEFTA exceeded almost threefold the level of Polish export.

In the import side the dominant position is also occupied by the EU countries. (table 5)

Table 5.  The regional structure of agricultural and food import in years                                          1986-1996  ( million USD)  
	
	1986
	1987
	1988
	1989
	1990
	1991
	1992
	1993
	1994
	1995
	1996

	EU*
	382,8
	339,9
	553,1
	578,5
	343,3
	1343
	1124
	1286
	1254
	1459
	1872

	EFTA
	211,6
	193,2
	307,3
	264,3
	121,5
	276,3
	228,3
	235,3
	  69,0
	103,0
	128,0

	USA
	 20,8
	 74,1
	 10,6
	 32,4
	199,3
	  37,0
	  90,0
	167,0
	106,0
	115,0
	265,0

	USRR*
	 39,0
	 41,2
	 42,9
	 29,3
	  8,6
	  33,7
	  83,3
	  81,5
	100,0
	108,0
	167,0

	CEFTA
	 39,3
	 17,6
	 16,8
	 24,1
	 11,7
	113,7
	104,9
	  77,8
	  88,0
	238,0
	238,0


Source: see table 4.

The share of this group increased from 37% in 1990 till 47% in 1996. The deficit of agricultural trade with the EU in 1996 reached 566 mill. USD. The share of CEFTA countries and  the USA in Polish import are approximately equal. About 33% of total agri-food imports come from other countries.

Figure 5.        Geographical structure of agri-food trade in 1996.
                              EXPORT                                                            IMPORT

[image: image6.wmf]47%

39%

USA

2%

8%

3%

1%

F. USRR

Rest

EFTA

CEFTA

EU

          [image: image7.wmf]47%

EFTA

3%

USA

7%

33%

CEFTA

6%

4%

EU

Rest

F. USRR


    Source: SAEPR,Report; Polish foreign trade of agricultural and food products                                                                          in1996.,Warsaw 1997.  

Agri-food trade with the European Union

In the nineties' an important changes occurred in commodity structure of Polish trade with the EU. This refer especially to export in which decrease of agricultural and mineral products in favour of industrial products is observed. In 1990 agricultural and food products constituted 21,5% of total export to the twelve EEC countries in 1995 this share decreased to only 8,5% . The share of the EU in Polish export also decreased due to the dynamic development of export for eastern markets.

Before the European Act was introduced, live animals, animal processed products and fish dominated in Polish export to the European Community. Five years later the share of plant origin products increased sizeably. Strawberries, currants, raspberries, cherries, apple juice, onion, frozen fruits, mushrooms, horses, young cattle, molasses, dairy products, fish and poultry products are exported to the EU. 
Figure 6. Foreign trade of agri-food                   
               products with the EU.                              
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 An unfavourable economic situation in the majority of the European Union member countries contributed for to the decline in agricultural export to the EU countries. The decrease in export to the most important Polish trading partners such as Germany, Italy and Holland  was almost 27%.

Source: See Figure 5 

There was unsatisfactory access of Polish agri-food products to the EU markets. The falling share of the EU in the Polish food export confirm inadequateness of the trading arrangements introduced by the European Act. Important reason of described trends was linked with the real appreciation of Polish zloty against western currencies. This decreased the export margins and made import more profitable.

The share of agricultural export in total export to the EU in the mid of nineties was similar to the share of this group in total import and amounted to about 9%. Even import of agri-food products during 1990-1995 increased by almost 92%, this growth lags to the growth of total import which more than doubled (207%). As a consequence the share of agricultural products in total trade with the EU decreased sizeably.

      The structure of import changed as well, the share of final product in import decreased while the share of products for further processing increased.In 1996 the main agri-food imports from the EU to Poland were the supplies of grains (wheat, barley), meat meal, fats and oils, rapeseeds, animals' feeds, guts and bladders and sugar beet seeds. The largest increase in imports was for grains, fodder, maize starch, filled chocolate products, grapes and cacao pastes.

 Trade with the former Soviet Union countries

Since 1991 export of food to the former Soviet Union countries grew very rapidly. In 1996 export exceeded 1 billion USD and positive balance of trade with this group of countries reached almost 900 mill. USD. The export to Ukraine, Russia and Lithuania increased in 1996 by over 45%, 31% and 46% respectively. Export to Belorussia decreased by 9% and trade with other countries of this region was negligible.

    Figure 7.  Foreign trade of agri-food           Polish exporters, having  experience  on   this       

    product  with former USSR                          market,  have engrossingly      

taken advantage          
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of  periodically  occurring export  opportunities  and adjust their offers   to the changing demands of the FSU markets. Polish traders compete on these markets with the EU suppliers  but one of  their   advantage is close distance, a direct borders with these countries as well as formerly tight trade contacts with eastern trade partners. 

           Source: See Figure 5

An important factor is also an improvement in quality of Polish products. The commodity structure of export to the FSU countries include such products as  confectionery, sausages, processed meats, processed fruits and vegetables, ice creams, butter, cheese, bakery products, soft drinks, apples, chocolate and alcoholic beverages. An important part of these export is close to border buying by private people.

Agricultural trade with CEFTA

Countries associated in CEFTA, despite the close geographical location and steps undertaken aiming at trade liberalisation are not an important buyers of Polish agri-food products. In 1996 only 2,9% of Polish export was directed for this markets. 

Figure 8. Foreign trade of agri-food products

                          with CEFTA countries.  
[image: image10.wmf]-200

-150

-100

-50

0

50

100

150

200

250

1986

1987

1988

1989

1990

1991

1992

1993

1994

1995

1996

EXPORT

IMPORT

BALANCE


However  we could observe a steady trend of trade grow, first of all in import side. After mutual trade liberalisation agreement was introduced in 1995 trade turnover increased 4-5 times. In 1996 Polish export to the CEFTA  amounted  81mln USD while import 238 mln. USD. The trade deficit with these countries is kept since 1991.

  Source: See Figure 5.                                        

The reason of the negative balance of trade with the CEFTA was a high import of grain to Poland. The bigger size of Polish market, as well as custom preferences given for CEFTA products imported to Poland constituted main reason of higher import than export with CEFTA countries.

Traditionally, vegetables, fruits and preserves predominate in Polish export to CEFTA. They constituted 45% of agri-food Polish export in 1996. Imports includes such products as oilseeds and oils, grains and grain products, meat and meat products, starch, fruits' preserve. In 1996 export to Czech Republic increased by 26% while import decreased by 20%. Growth of import from Hungary exceeded export to this country. Trade with Slovakia and Slovenia in 1996 decreased by more than 35%.

Agri-food trade with the USA

Decreasing trends are observed in agri-food trade with the USA. Export decreased from 141 mln.USD in 1986 to 60 mln.USD in 1996. Traditional  export of pork hams, alcoholic beverages, cheese and milk products  decreased, while export of confectionery, fresh and processed vegetables and fruits increased. Since 1990 we observe a large increase of import from the USA ( about 131% ). The agri-food trade deficit of Poland with the USA increased to 205 million dollars. Grains, oilseeds, meat, and offals as well as tobacco  are the main imported products.

Conclusion  

There are increasing trends in Polish agri-food trade, however the rate of imports growth exceeds the growth rate of exports, which results to increasing trade deficit. Poland utilised effectively export opportunities in some former Soviet Union markets while still are in force non favourable conditions for export to the European Union, CEFTA and other countries. There are reasons that such pattern of trade will be continued for next year. That reasons are less related to the level of competitiveness of Polish products and refer more to the high level protection by importing countries.

The liberalisation of agricultural and food trade with the European Union countries under the European Agreement is unsatisfactory. Also, trade inside the CEFTA group requires further encouragement by introducing more liberal trade regulations. Some prospects for trade development is linked with the dynamic development of direct foreign investment in the agri-food sector.
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