PRZEGLAD ZACHODNI
11, 2017

MARIAN GORYNIA
Poznan

THE POSITION OF POLAND’S ECONOMY IN THE ECONOMY
OF THE EUROPEAN UNION IN 2003-2014

INTRODUCTION

This paper offers an analysis of the position of the Polish economy in the econo-
my of the European Union.! The aim of this analysis is to identify the changes in the
role Poland played in the EU economy between 2003 and 2014. The year 2003 was
the last year before Poland became a member state of the EU. This analysis focuses on
the first 11 years of Poland’s membership of the EU,? from a macroeconomic perspec-
tive. The two main questions asked are:

e Which changes were major in the light of the income convergence theory and
the catch-up effect concept?

e What are the prospects of Poland’s economy from this perspective, and what
measures of economic policy can be applied to ensure that the changes are growth-
stimulating and per saldo lead to a higher level of prosperity in the medium and long
term?

The theoretical dimension here is not limited to the two theories mentioned above.
It has been assumed that firstly, a brief, synthetic literature review is needed to allow
the identification of theoretical inspirations which might contribute to an explanation
of the processes investigated.

This analysis of the economies of Poland and the EU concentrates on selected as-
pects of the evolution of the Polish economy such as GDP changes, changes in exports
and imports, and changes in inward and outward foreign direct investment (FDI). Ex-
ports of goods and services and changes in Polish outward FDI are viewed as the most
important manifestations of the active internationalisation of Poland’s economy, and
imports and FDI inflows to Poland as the most significant manifestations of Poland’s
passive economic internationalisation.

! This article focuses in the rank of Poland in the EU. The approach taken is the same as in two other
publications of the author which focus on Poland’s rank in global economy: Gorynia (2012), Gorynia
(2014).

2 The processes analysed here had their wider context, the main components of which were: globali-
sation, European integration, transformation continuation, global economic crisis, human development,
and political situations. These are briefly referred to in the later part of this article.
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In this short paper, the analysis presented is limited in terms of both its depth
and the interpretations of the observed patterns. The discussion of the causes of the
identified changes is also limited. The macroeconomic perspective has its limitations
too. For example, the structural and spatial dimensions of the changes in Poland’s
economy are not discussed.

This paper includes tables which contain two sets of figures for the EU. In the
first (EU 15-28) the figures refer to the actual EU members in the year in question. In
the period analysed, the number of these members changed thrice (EU enlargements
in 2004, 2007 and 2013). The second set of figures is based on the assumption that
in every year analysed the number of EU members was 28. This makes the figures
comparable in time for the same group of countries, and thus in the discussion below
it is only the second set of figures that are considered.

THEORETICAL AND PRACTICAL ASPECTS OF THE RANKING OF ECONOMIES

Every national economy usually belongs to a set of economies which are similar
to it in one way or another, and with which it is regularly compared. Economies are
grouped considering their level of development or even their actual developmental
phase, the dominant characteristics of their regulatory systems, their size (GDP, re-
sources, etc.), their openness (internationalisation) and the like. Specific criteria for
grouping economies also serve to distinguish emerging economies, transition econo-
mies, economies which together pursue economic integration (for instance, the EU
member states) and so on. This paper focuses on the member states of the EU, and Po-
land specifically. The research question concerns the changing rank of Poland among
this group of countries in a period of 12 years. Before the changes in question are pre-
sented and discussed, it is worth asking another question: What can various theories,
concepts and trends contribute to an explanation and theoretical interpretation of the
evolution of the rank of Poland’s economy within the EU?

From a theoretical point of view the problem seems somewhat analogous to that
of the transition of communist economies from the system of administrative (bureau-
cratic) regulation to the market economy system. In the early 1990s the transition
problem had two dimensions: epistemological and practical. In its epistemological di-
mension it meant that there were no convincing arguments for the unavoidable fall of
the communist economy. In the practical dimension there was a shortage of normative
knowledge on the implementation of the transformation process with regard to chang-
es to the regulation system, institutional restructuring and changes in the economic
structure. Twelve years after Poland became an EU member state, a coherent, positive
theory describing and explaining the changes which took place in the position of the
Polish economy amongst other EU member states is still lacking. Similarly, no nor-
mative theory, including recommendations in the form of patterns or best examples
to be followed and practical directives on the implementation of transformation, has
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been offered. In other words, there is no canon of practical recommendations referring
to the preferred directions of economic restructuring in a member state which before
joining the EU transformed its communist economy to a market economy. It is worth
noting that this underdevelopment of normative theories is at least partly rooted in the
weakness of positive economic theories (description and explanation).

These observations lead to another question. Given this situation, how to carry out
advanced theoretical research which will simultaneously allow one to draw practical
conclusions with regard to the position of Poland’s economy in the EU, emphasising
the changes which took place over time?

It appears that pointing to theories and their most important assertions that refer in
any way to the issue in question, and identifying areas of their possible convergence,
may contribute to attempts at building a positive economic theory. The need to build
a normative theory may be subordinated to making the (imperfect) findings of posi-
tive theories useful and, on the other hand, to drawing on assumptions of ideological
systems and economic doctrines which are favourable to economic growth and pro-
ductivity. In other words, in the case of both positive theory and normative theory it is
highly likely that their present stage of development allows only for eclectic solutions
drawing on various concepts. The building of a coherent theory is a huge challenge
and task to be completed. The author of this paper is not driven by the illusion of “dis-
covering” the best theory explaining the evolution of the rank of Poland in the EU,
but by a desire to share the observation that a theoretical foundation, though highly
fragmented, can be sought in various theoretical frameworks.

THEORETICAL FOUNDATIONS EXPLAINING THE CHANGES IN THE RANK
OF POLAND’S ECONOMY WITHIN THE EU

As has already been noted, as yet no coherent theoretical concept has been devel-
oped which would create a conceptual framework concerning changes in the rank-
ings of a relatively new member’s economy within a grouping pursuing economic
integration. However, research on this issue may be carried out from the viewpoints
of various theories which do not concentrate on changes in an economy’s rank, but —
even if indirectly — touch upon issues related to the ranking. It can be underlined, as
a preliminary point, that the positive foundation of such theories continues to grow
and is diversified. The extent to which these theories are related to the present problem
varies, and theorems are not always coherent and univocal. The theories also refer to
different levels of economic phenomena and take into consideration different aspects
of the functioning of economies.

Firstly, it should be noted that in the analysed period Poland’s economy was
subject to at least three important parallel and overlapping economic processes. De
facto, they also had important political, social, legal, and other aspects. These pro-
cesses were transformation, globalisation and integration. It appears that these were
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the dominant processes in the socioeconomic changes in Poland in the last 25 years,
including the period of Poland’s membership of the EU which is analysed here. It
should be noted that these processes were very complex and interdisciplinary, and
that they were interwoven. This is why the search for a coherent theoretical concept
covering those changes in an all-inclusive manner is futile. We deal with fragmentary
theories covering a limited number of variables and aspects. In these theories, it is
common to mix issues belonging to different levels of analysis (from macro to micro);
also descriptive/explanatory aspects (positive theory) are interwoven with practical
aspects (normative theory) and elements of future projection. The fact that there was
a combination of multiple processes means that theories which try to explain them are
fragmentary and of limited value.

The first process mentioned is transformation, which began in the early 1990s.
There is no overall agreement on whether this process was completed (when?) or is
still continuing. This means that a generally accepted definition of transformation is
lacking. In the period analysed below, different manifestations of the transformation
process were surely still present in the functioning of Poland’s economy; it is true
to say, however, that the relative importance of transformation issues consistently
diminished. As Witold Trzeciakowski notes, transformation processes refer to the re-
structuring of one system into a different one (Trzeciakowski, 1997, p. 49). The initial
system was the communist economy, and the target system was a market economy. In
so far as there are many theories that explain relatively well the functioning of a com-
munist economy and that of a market economy, a theoretical insight into transforma-
tion processes is lacking. As regards concepts for the shaping of a transition policy,
three should be mentioned: the big bang, institutional evolution, and minimum bang
(Otta, 1994, pp. 43-46). More detailed discussions of issues relating to transformation
are offered by Otta (ed., 1994), Contractor (1998), Kleer and Kondratowicz (eds.,
2006), Gorynia and Kowalski (2008), Kowalski (2009), Wozniak (2011), Kowalski
(2013), and Koztowski and Wojtysiak-Kotlarski (eds., 2014).

The second process mentioned is globalisation. The relevance of this factor has
been stable and enormous, because it creates many opportunities for the Polish econo-
my, but also many threats. In the long run it is the most important external determinant
of the place of Poland in the global economy.

From a theoretical-epistemological point of view, globalisation appears to be
a natural consequence or attribute of the market economy. In this sense it is fully un-
derstandable that companies which operate in accordance with the profit maximisation
stereotype (the neoclassical vision of a company) try to expand to foreign markets to
increase their turnover, profits, company value and other similar indicators. From the
normative point of view, a solution must be sought to the problem of state interven-
tionism in the market economy, which relates to its imperfections, where in the case
of globalisation the issue is not the economic interventionism of individual states, but
effective and coordinated intervention by the international community. In analysing
the abovementioned aspects of globalisation (the core of the phenomenon, favourable
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factors, forms of globalisation, the role of the state in globalisation processes, effects
distribution), one may refer to works by, for example, Ohmae (1995), Parker (1998),
Streeten (2001), Gorynia (2002), Gorynia and Wolniak (2002), Stiglitz (2002), Mil-
ward (2003), Dunning (ed., 2003), Bhagwati (2004), Gorynia (2006), Rodrik (2011),
Stiglitz (2011), Nederveen (2012), Kotodko (2013) and Kowalski (2013).

The third and last process is integration with the EU. It is difficult to overes-
timate the impact of this process, mainly because of the great importance of eco-
nomic cooperation with this group (especially trade and foreign investments). The
most relevant theories which should be referred to here are the free trade theory, the
customs union theory, the common market theory and the monetary union theory.
These combine elements of normative and positive economic theories. They specify
what results, and why, integration may bring about (once certain assumptions are
met) and how to ensure that these results are achieved (what measures of economic
policy are to be applied). Issues in European integration are discussed, for example,
by Cieslik, Michatek and Mycielski (2012), Pellerin-Carlin (2014), and Matuszynska,
Musiatkowska and Mazurek (eds., 2015). It has been accurately stated elsewhere that:
“The EU enlargements should be considered in the wider context of other develop-
ments which have had an impact on the acceleration of processes within the EU. It is
difficult to set apart the impact of the conditions mentioned, and thus such an attempt
has not been made in this text” (Zukrowska, 2015, pp. 12-13). This quote seems to
confirm the opinion that in the modern economic world, the level of complexity is
so great that a precise identification of the impact of various factors is difficult if not
impossible. Another circumstance which needs to be taken into account is the 2008
global economic crisis. Its general consequence was the emergence of exogenic ob-
stacles to growth incentives for Poland’s economy. The economic crisis has been thor-
oughly discussed by Kotodko (ed., 2010), Kowalski (2013) and Dzikowska, Gorynia
and Jankowska (2015). Furthermore, in the background of the processes considered
here are issues of human development and concurrent political issues. Relations be-
tween social growth and trade and foreign investments are discussed by, for example,
Michatek, Brzozowski and Cieslik (2012), and political issues by, for example, Balcer
and Wojcicki (2014).

The theoretical frameworks briefly presented above have served as a basis for at-
tempts at explaining the changes in the ranking of Polish economy within the EU, but
they are limited in so far as they cover only economic issues. It should be emphasised
that economic processes do not take place in isolation from other domains of national
growth, and are closely related to the social and political spheres at the very least.
For instance, relations between social growth and foreign investment are analysed by
Michatek, Brzozowski and Cieslik (2012). The impact of political issues has also been
discussed, for example by Balcer and Wojcicki (2014).

In the transition period and after Poland joined the EU, the Polish economy was
clearly a catching-up economy. This concept is directly related to the income conver-
gence theory. According to this theory there is a general tendency for the levelling of
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differences in per capita income between the EU member states. The idea of catch-
ing up is derived from the belief that economies with lower income per capita grow
faster than those with a higher level of affluence. As experience has taught us, the
postulates of this theory are not always confirmed in practice. In the case of many
countries such forecasts have turned out to be wrong. Examples (less numerous) of
successful economic transformations, which in the long run reduced the distance be-
tween a catching-up economy and the most developed economies, or even enabled it
to overtake them, can also be given. These observations were essential to positing the
two research questions asked in the introduction above.

In conclusion, it can be stated that — in general — the publications referred to above
indicate that no coherent theoretical foundations for an analysis of the evolution of
Poland’s economy and its rank in the EU have been built, and theoretical contributions
are scattered throughout the economic literature. In this situation, the identification
and gathering of these contributions in one place is a valuable undertaking in itself.
Moreover, the presented simplified review of theoretical concepts may be of heuristic
value, helping us to realise the complexity of the situation which conditioned Poland’s
economic growth and material advances. It becomes clear that there are many condi-
tions on which we have no influence, while others are fully or largely dependent upon
actions taken by Poland, including its economic policy.

In the following sections of this paper the focus is on selected aspects, such as
changes in gross domestic product, exports and imports, and foreign direct invest-
ment inflows to Poland and Poland’s direct investments abroad. It is assumed that
these are the basic and most important indicators describing the evolution of Poland’s
economic rank within the reference group, i.e. the EU member states.

CHANGES IN GDP

In the period examined, Poland’s GDP grew from 192,725 million EUR (euro) in
2003 to 412,488 million EUR in 2014. This represents a growth, in current prices, of
114% (Table 1°). In the EU-28 the aggregate GDP grew from 10,496,216 million EUR
in 2003 to 13,942,561 million EUR in 2014, an increase of 32.8%. It is worth noting
that Poland’s share of the EU-28’s GDP grew from 1.8% in 2003 to 3% in 2014. De-
spite its significant growth, Poland’s GDP continued to be relatively low. Throughout
this period the annual changes in Poland’s GDP were positive in nearly every case.
The only exception was 2009, when the GDP fell by 13.2%, although this negative
figure was due to a change in the exchange rate (measured in the Polish currency, the
GDP in 2009 was not lower than in 2008). In the EU-28 the situation was similar: only
in 2009 did GDP decrease (by 5.7%). However, while in the case of Poland, in the

3 Note: in Tables 1, 3, 5, 7 and 9 growth rates are expressed as percentage ratios, taking the figure for
2003 or for the previous year to be 100%. For example, a figure of 214% indicates an increase by 114%.
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three best years for GDP growth the rate was relatively high (19.9% in 2005, 15.5% in
2008 and 14.6% in 2010), in the EU-28 the three best rates were relatively low (6.0%
in 2007, 5.8% in 2006, 5.0% in 2004).

In the years discussed, the GDP per capita (at the official exchange rate) changed
in Poland from 5,039 EUR in 2003 to 10,792 EUR in 2014, while for the EU-28 the
respective figures were 21,214 EUR and 27,193 EUR (Table 1). It follows that Po-
land’s GDP per capita was 23.8% of the EU-28 average in 2003 and 39.7% in 2014.

In 2003-2014 Poland’s GDP per capita grew similarly to the total GDP (by
114.0%). In the same period the EU-28 GDP per capita increased by 28.2%. In Poland
the annual growth in GDP per capita was negative only in 2009. The same is true of
the EU-28.

The data presenting the changes in Poland’s GDP figures and their comparison
to the EU’s GDP, in both absolute and relative terms, including growth rates, provide
a context in which we may consider the question of Poland’s position within the EU.
In terms of total GDP, the country’s rank improved slightly. In the first three years
of the analysed period, Poland’s economy was the tenth or eleventh largest amongst
the 28 EU member states. In 2008 it was the seventh, and in the next six years it was
eighth or ninth. The data on GDP per capita demonstrate that Poland’s rank in the EU
was fairly stable, but at the same time the country’s performance was weak. Poland’s
successes, that is the relatively good growth rates, were not strong enough drivers to
significantly improve its ranking. Poland languished consistently in places 24-26 (it
was in 24" place in 2003, 2005, 2010, 2013 and 2014, in 25" place in 2011 and 2012,
and in 26™ place in the remaining years).

CHANGES IN EXPORTS

As mentioned above, exports are a manifestation of active economic internation-
alisation. The value of Polish exports in current prices grew from 53,985 million EUR
in 2003 to 156,665 million in 2014 (Table 3), representing a growth of 193.9%. In the
EU-28, the value of exports grew from 2,589,998 million EUR in 2003 to 4,406,424
million in 2014. The percentage growth here was 70.1%, significantly lower than the
figure for Poland. Polish exports grew every year except for 2009; the same is true
in the case of the EU-28. Poland’s most spectacular growth rates came in 2005, 2006
and 2010, when exports grew by over 20%. In the EU-28, the strongest growth was
recorded in 2010 (18.1%), 2006 (12.5%) and 2011 (12.5%).

The value of Polish exports per capita grew from 1,404 EUR in 2003 to 4,108 EUR
in 2014. Exports per capita of the EU-28 were 5,256 EUR and 8,693 EUR respectively.
The growth in exports per capita was 192.6% for Poland and 65.4% for the EU-28. For
both Poland and the EU-28, the annual growth rate was negative only in 2009.

Poland’s share of the EU-28’s exports grew from 2.08% in 2003 to 3.60% in 2014.
Throughout the examined period the growth trend was regular. However, in spite of
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this growth, the share of Polish exports remained relatively low. It is also worth not-
ing that the percentage contribution of exports of goods and services to Poland’s GDP
grew steadily, even though this growth was uneven over time. It grew from 33.4% in
2009 to 47.4% in 2014. In the EU-28 this indicator increased from 32.7% in 2003 to
43.1% in 2014.

A simple indicator reflecting changes in a country’s exports is its place in rankings
(Table 4). In 2003, as an exporter of goods and services, Poland ranked twelfth in the
EU-28. As an exporter of goods it also ranked twelfth, and as an exporter of services
it ranked sixteenth. Its respective ranks in 2014 were ninth, eighth and thirteenth. In
terms of exports per capita, Poland ranked 25%, 23 and 27" respectively. These three
ranks remained the same in 2014.

The next indicator describing the evolution of Poland as an exporter is the Export
Performance Index (Table 10). This is the ratio of the percentage of Poland’s GDP ac-
counted for by exports to the corresponding percentage for the EU-28. It is a measure
of the country’s relative propensity to export, compared with the other countries in the
group. In 20032014 the value of this index for Poland ranged between 1.055 (2008)
and 1.223 (2014). In general, it tended to rise slightly. These figures demonstrate that
Poland’s propensity to export was higher than the average for the EU-28, and that it
improved slightly.

CHANGES IN POLAND’S OUTWARD FDI

The second most important manifestation of the active internationalisation of Po-
land’s economy is its outward foreign direct investment (FDI) (Table 5). In the case of
Poland, its cumulative outward FDI in 2014 was 14,508.9% of its 2003 figure, while
in the EU-28 the corresponding percentage was 186.3%. Poland’s figure increased
every year with the exception of 2014, when it fell by 7.9%, while the figure for the
EU-28 showed a decrease on three occasions, in 2008, 2011 and 2014 (by 7.4%, 4.5%
and 4.2% respectively). The data on annual FDI outflows is presented in Table 6.
Poland ranked twelfth (its highest place) in 2014, while its performance was poorest
in 2003 (27" place). The 2013 figures should be treated with caution; they may still
be officially adjusted. In terms of outward FDI per capita, Poland’s rank in the EU-28
ranged between the seventeenth (in 2010 and 2014) and twenty-seventh (in 2003 and
2013).

The changes in Poland’s foreign direct investment can also be described with the
Outward FDI Performance Index (Table 10). In every year from 2003 to 2014 the
value of this index was below 1, which means that Poland’s percentage contribution
to the outward FDI of the EU-28 was smaller than its contribution to that group’s
GDP. The changes in the values of this index are interesting. It was highest in 2014
(0.631) and lowest in 2013 (-0.397). This demonstrates that Poland’s economy is not
yet a mature foreign investor.
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CHANGES IN IMPORTS

The dealings of Poland’s economy with the world economy include passive
internationalisation, and imports are one of the most important manifestations of
this. Table 7 contains data on goods imports by Poland and the EU-28. From 2003 to
2014 Poland’s imports grew by 173.2%, while those of the EU-28 grew by 68.2%.
Poland’s imports fell only once, in 2009, while those of the EU-28 did so twice, in
2009 and 2013. Imports per capita over the same period increased by 172.0% for
Poland and 63.5% for the EU-28. Again, they decreased only in 2009 for Poland and
in 2009 and 2013 for the EU-28. The ratio of imports of goods and services to the
Polish GDP was lowest in 2005 (35.9%) and highest in 2014 (46.2%).

Poland’s place in the ranking of importers is also interesting (Table 8). In 2003
Poland ranked twelfth in the EU-28; it ranked tenth in the import of goods and four-
teenth in the import of services. In 2014, its ranks were 8", 8" and 13™ respectively.
Poland’s imports per capita in the three categories ranked 26", 26" and 27" in 2003
and the 25", 25" and 25" in 2014.

In 20032014 the Import Performance Index for Poland ranged between 1.151
(2005) and 1.299 (2014) (Table 10). This index value was relatively stable and did
not change much over the entire period analysed (1.285 in 2003 and 1.229 in 2014).
These values indicate that Poland’s percentage share in EU imports exceeds its share
in GDP by about one-quarter.

CHANGES IN INWARD FDI

The next important manifestation of the passive internalisation of Poland’s econo-
my is foreign direct investment in Poland (Table 9). Between 2003 and 2014, cumula-
tive inward FDI in Poland increased by 271.7%, compared with 97.2% in the EU-28.
Both for Poland and the EU-28, the figure decreased on three occasions: in 2008, 2011
and 2014.

Poland’s place in EU rankings by inward FDI was relatively stable, except in
2013 (see Table 6). In most years, Poland ranked in either the top ten or the top twenty
among the EU-28. Its rank was highest in 2005 (5" place) and lowest in 2013 (25
place). In terms of inward FDI per capita, Poland’s performance was much weaker.
Its highest place among the EU-28 was twelfth (in 2010) and its lowest was 26" (in
2003 and 2005).

In 2003-2014 the Inward FDI Performance Index (Table 10) for Poland ranged
between 0.012 (2013) and 3.397 (2004). This large difference reflects the changes in
FDI inflows in particular years. In most years the role of Poland as a country with
significant inward FDI inflows was much greater than the role of the Polish economy
as a contributor to the GDP of the EU-28.
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CONCLUSIONS: TOWARDS A NORMATIVE THEORY OF THE EVOLUTION
OF THE RANK OF ANEW MEMBER STATE IN AN INTEGRATION GROUPING

BASICS OF A GROWTH-ENHANCING ECONOMIC POLICY

In this section we refer back to the research questions asked at the outset. The first
concerns the importance of various changes in Poland’s economy in the light of the
income convergence theory and the catch-up effect concept. To answer this question,
a review of the changes discussed above will be presented.

In 20032014 the total growth of Poland’s GDP was much higher (114.0%) than
that of the EU-28 (32.8%), with a difference of more than 81%. The difference in the
GDP growth per capita was similar (114.2% for Poland and 28.2% for the EU-28).
Being aware of the gross simplification involved, it can be noted that in the period
examined, the growth indicators were more favourable in the case of Poland than the
EU-28.

The exports data is also interesting. In 2003—-2014, Poland’s exports grew by as
much as 193.9%, compared with 70.1% for the EU-28, a difference of more than
123%. Exports per capita increased by 192.6% in Poland and 65.4% in the EU-28.
The changes in Poland’s share in the exports of the EU-28 were positive. Poland’s
exports of goods and services expressed as a percentage of GDP were slightly higher
than for the EU-28. Another indicator of Poland’s contribution to exports is the rank-
ing of the largest EU-28 exporters, in which Poland improved its position signifi-
cantly. Poland also achieved a slight improvement in its rank in terms of exports per
capita. The Export Performance Index data demonstrates that Poland’s position as an
exporter within the EU-28 was fairly stable.

In terms of outward FDI, the index measured as the ratio of cumulative invest-
ment in 2014 to that in 2003 was almost 78 times larger in Poland’s case than in the
case of the EU-28. In terms of annual outflows, in 2003-2014 Poland’s share in the
EU-28 figure was highly volatile, but in some years it was significant. Similar conclu-
sions can be drawn from the analysis of the Outward FDI Performance Index.

Note should also be taken of the data on imports. Between 2003 and 2014, Polish
imports grew by 173.2%, compared with 68.2% for the EU-28 (the growth in imports
per capita was about the same). Poland’s ranking among the EU-28 in terms of total
imports showed a marked improvement, while in terms of imports per capita its rank-
ing was relatively stable. The analysis of the Import Performance Index demonstrates
that in this area Poland is a relatively important player in the EU-28 (relative to its
contribution to GDP).

The rate of growth in cumulative inward FDI between 2003 and 2014 was almost
twice as high for Poland as for the EU-28. As far as the annual value of FDI inflows is
concerned, in most years Poland’s rank was rather stable and high. However, in terms
of inflows per capita, Poland’s performance was much poorer.

The second research question concerns Poland’s economic prospects. It needs to
be emphasised (as was noted earlier) that the building of a normative theory of the
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economic evolution of a new member state in an integration grouping should refer
back to two possible foundations. One is positive economic theory, which identifies,
describes and interprets patterns which — in the case of Poland — have emerged after
the country became a member state of the EU. The other foundation is provided by
relevant theorems and directives of selected economic doctrines, which can help to
enhance economic effectiveness and growth. It is desirable to translate the directives
into concrete recommendations for an economic policy to enhance the growth of pros-
perity in the medium and long run.

The changes in the economic situation of Poland and the EU-28, as presented
above, have already been compared and summarised. However, these changes have
not yet been analysed in terms of any theory. Theory testing would be futile as there is
no good theory which might be applicable. Nevertheless, the described changes point
to processes which were positive and negative for the growth of Poland’s economy.
Many developments indicate that in the functioning of Poland’s economy after 1990
and in 2003-2014, there were noticeable trends characteristic for the catching-up
concept. Their manifestation was the strong improvement in the ranking of Poland’s
economy globally and in the EU. At the same time, important challenges and serious
threats for Poland have been identified. Both the positive and negative trends in Po-
land’s economy may be a foundation for normative recommendations. The message
of standard SWOT analysis is that positive trends should be exploited, possibly sup-
ported and strengthened, while negative trends should be counteracted if not elimi-
nated. SWOT analysis, however, is not a sufficient foundation for normative recom-
mendations, and it is not the only analysis of value. It will also be necessary to recall,
selectively and in summary, the recommendations to be found in various economic
doctrines* and adapt them to the actual condition of Poland’s economy, and to devise
a set of normative recommendations aimed at ensuring economic growth and, conse-
quently, raising the level of prosperity. The recommendations for Poland presented
here do not follow directly from the deliberations presented above; they rather reflect
the author’s own perspective, which is an outcome of many years of research on com-
panies’ performance and the dependence of their competitiveness on current national
economic policy. In seems that the basic economic doctrines which can be a source
of inspiration are monetarism, supply-side economics, economic interventionism,
market support, growth support and the doctrine of selective growth orientation. The
recommendations which they offer are not always consistent, and it would be difficult
to devise a cohesive economic strategy. Consequently, it appears that in the building
of such a strategy, an approach of pragmatic eclecticism is needed. The outline of
such an approach is presented below; more elaborate justification of these postulates
can be found in other works of the author and his collaborators (Dzikowska, Gorynia,
Jankowska, eds., 2016).

4 For a review of the most important doctrines see Gorynia (1994) and Gorynia (1995).
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Summing up the comparisons of the changes in the rankings of Poland’s economy
among the EU-28, the following conclusions can be drawn:

— Poland’s economy grew significantly faster than that of the EU-28. In other
words, Poland’s “catching up” to the rest of the EU progressed relatively quickly,
which can be counted as a success. A factor that detracts somewhat from this success
is that the growth indicators for the EU-28 were very low in the analysed period.
In this situation even the not very impressive growth rates for Poland gave it quite
a significant advantage over the EU-28. In terms of raising the level of prosperity,
the successes of Poland take on a more relative character when compared with other
regions of the world.

— The patterns identified for 2003-2024 are of limited value as far as economic
forecasts are concerned. A huge number of variables overlap, and this refers to na-
tional economies and particular economic policies. This overlapping makes economic
growth scenarios highly uncertain. In this situation much speaks for a very careful
formulation of predictions. This refers to possible growth scenarios (forecasts) and
to economic policy variants dictated by politicians. In the medium term, Poland’s
economic aspirations will continue to benefit from growth factors characteristic of
a transforming economy, although the role of these factors will continue to weaken.
They include cost advantages in some sectors, well-educated human resources, loca-
tion advantages, a relatively large domestic market, etc. Concurrently, however, the
weaknesses of Poland’s economy will be evidently unfavourable. They include the
low degree of innovation, immature institutions, issues in the labour market, shrinking
workforce, progressive absence of cost advantage in some sectors, relatively low val-
ue-added, and a number of other factors which together lead to the middle wage trap.

— Taking into account the achieved growth level, demographic potential, eco-
nomic structure and similar variables, it appears that as far as total GDP is concerned,
Poland will rank seventh or eighth in the EU-28 in the medium and probably long run.
It is difficult to find indications that its rank may rise significantly. What is more, Po-
land may encounter serious difficulties in maintaining its present position. From this
point of view, any experiments that may endanger the balance in Poland’s macroeco-
nomic policy or strong state interventions in the economic structure are unadvisable.
What is needed is a pragmatic economic policy. Such a policy should pay high atten-
tion to macroeconomic balances, improve the maturity of imperfect market economy
institutions, improve the functioning of the labour market, build strong foundations in
terms of the international treaty base, and create a solid information compendium to
support the expansion of Polish enterprises to foreign markets. It should also mitigate
the negative effects of current demographic processes. As far as the value of the Polish
GDP per capita is concerned, it is highly unlikely that the country’s ranking within the
EU will improve spectacularly, as the aforementioned middle wage trap is a serious
threat.

— If growth trends similar to those identified above are to be maintained, Poland
should concentrate on the intensification of its economic relations with the parts of the
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world whose economies are growing faster than that of the EU, and frequently also
faster than Poland’s. These are more promising markets. It is recommended to focus
efforts on cooperating with the fastest growing segments of the world’s markets and
to increase geographical diversification in order to avoid the negative consequences of
the domination of the slow-developing EU in Poland’s trade. This recommendation is
additionally supported by the so-called Hausner Report. In that report it is noted that
since 2009, Poland’s strong focus on exports to the EU markets has been one of the
reasons why the growth rate of Polish exports is lower than the growth rate of global
imports (Hausner et al., 2013, p. 43). It appears that the above observations justify the
recommendation to diversify Polish exports geographically, focusing on markets that
are growing much faster than the EU average and possibly the global average.

— The above recommendation should not be followed mechanically or regarded
as dogmatic and unconditional. It would be inappropriate to give up efforts at increas-
ing Poland’s exports to the difficult EU markets. This applies in particular to exports
from the few industries which have successfully competed in terms of quality (dif-
ferential competition). The EU market is highly competitive and very demanding, and
this provides positive stimuli to further improve the quality of the goods exported.
The EU market can and should continue to play the role of a difficult test bed and
a bridgehead in the struggle to win other markets. This is because of its geographical
and cultural proximity. It is also highly relevant that the relative shares of the EU mar-
ket in Polish exports are very high, and it will be impossible to quickly compensate for
these shares with exports to other markets of similar capacity, even if their growth rate
is higher. In other words, the recommendation to expand to markets outside Europe in
no way means that trade with the EU is to be restricted.

— Economists’ theoretical research on the role of FDI in Poland’s economy indi-
cates that it can be reasonably expected that the relative importance of outward FDI
will grow and the importance of inward FDI to Poland will lessen as Poland’s net
outward investment position (NOIP) improves. This expectation follows from Dun-
ning’s analysis (1986) of the Investment Development Path (Dunning, Narula, 2002;
Gorynia, Nowak, Wolniak, 2007). This objective observation (following from the
theoretical research mentioned) about the expected trend should not, however, lead to
decisions serving to counteract FDI inflows to Poland. The need for an open policy in
this area follows from the high rate of foreign investments and changes in FDI flows
worldwide. The appeal of Poland as a good place for capital investments in sectors
which have hitherto been popular may fluctuate. Care must be taken to ensure that
de-internationalisation processes do not prevail over internationalisation processes.
The internationalisation of the economy has always been a benchmark of economic
competitiveness and effectiveness.

Finally, it should be emphasised that in this short paper the analysis and interpre-
tation of the observed patterns have necessarily been limited, and a more thorough
discussion on the causes of the identified changes could not be presented. Moreover,
structural and spatial changes in the economy of Poland are beyond the scope of the
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macroeconomic approach adopted. Nevertheless, it seems that that the issues tackled
can be investigated further. The testing of particular theories using data relevant to
changes in Poland’s economy may be valuable. In this context, the question about
research perspectives is very important. The issues tacked in this paper are not only
relevant to economics, but also have social and political dimensions. In short, the
condition of Poland’s economy is one of the most important factors determining the
position of Poland in the EU and worldwide.
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ABSTRACT

The first aim of this paper is to identify and evaluate major changes and trends in the signifi-
cance of the Polish economy for the European Union economy in the years 2003-2014. The con-
ducted analysis concerns changes in the gross domestic product, exports, imports, inward foreign
direct investment and outward foreign direct investment. The paper s second aim is to forecast what
the above mentioned variables under analysis will be in the future and to formulate some recom-
mendations with regard to future economic policy.



