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HA00epaIIcasoro, KA 8U3HAYANA nepedie NONTMUYHUX NPoYecie K 6 Mill Yu iHwil Kpaini, max
il 8 okpemomy pezioi 6 yinomy. Cnabka nosuyisa Pocii na miscnapoonii apeni 6 90-x poxax
MUHYI020 CIOAIMMS 008301ULA €BPOAMIIAHMUYHIL KOANIYIT NPOBeCmuU acpecusty BiliCbKO8Y
xkamnanito npomu Cepbii, a omoice, niompumasuiu ceyecionicmcoki npoyecu Kocosa. B
cmammi HA20JIOULYEMbCSL, WO € OeKLIbKA Memooie NIOMPUMKU CEnapamucmcbKux npoyecie, a
came, iHGopmayiuna, ¢iHaHCco8a, MeXHIYHA, 2YMAHIMAapHa, IHGopmayiina, BilcbKosa.
Posenaoaromvcs maxi cknaoosi 306HIUHBLO20 6NIUSY HA eMHOCeNapamucmcoKull KOHGQNIK &
Kocoso sk inghopmayitina, nio uac axoi 8 ceimosiil npeci 8i0Oysanacs anmucepocvka
KaMNAauiss, mMexHiuHa ma QIHAHCOo8A 8 Meddcax SKUX MepopucmudHa opeawizayis Apmis
suzeonenns Kocosa ompumyeana ginancosy niompumky 6i0 3axody, a maxoxc mexiumuy,
moomo CIIIA nocmauanu 6otioguxam 30poro; GilicbK08a — Ni0 4aC Yb0o2o BUOY NIOMPUMKU
€8POAMIAHMUYHA Koaniyis nposena eiticbkogy xamnauito npomu Cepbii, nio uac kol
3aeunyno OeKiibKu mucad noded ma 3pylunosana iHgpacmpykmypa. Kpim moeco, asmop
ananizye 3asoanns, axi CILIA cmasuna neped coboio nio uac yiei siticokosoi azpecii ma it
HACniOKU.
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THE PRIORITIES OF THE POLISH ECONOMY IN THE LAST 25 YEARS
IN THE UKRAINIAN CONTEXT

Ukrainian economy faces the huge strategic challenges at present. The great example
may be the experiences of the other countries, such the Poland’s economic policy from the
near past. The Polish economy in the last 25 years of its sovereignty and almost permanent
economic development, has become a developed economy recently. How did it happen that
two economies, which started from the very similar point and from the same level of the GDP
per capita, go the very different way and develop significantly differently?

What were the key challenges and priorities of the Polish economy? Is there any key in
order to avoid the mistakes and the middle income trap? Which tools and strategy is crucial
to implement in order to release the full potential of the Ukrainian economy? The world seem
to be more and more dynamic, especially in the last years and even months The significant
context of the deliberation is the current Ukrainian situation and its challenges, which using
the Polish experience and at the same time being very similar in many issues, could avoid
many structural and strategic mistakes in the economic development.

Key words: Poland, Ukraine, development, transformation, economy, reforms.

POLAND 1989
Poland’s economic transition is one of the most impressive transformations of the last
25 years in the world and one of the most positive examples of the European changes after the
collapse of the Iron Curtain, unless the brightest. In 1989 Poland was one of the poorest
countries among those transforming in the Central-Eastern Europe, including those which
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were still part of the Soviet Union, and almost twice poorer than the Czech Republic and half
poorer than Hungary. From a practically bankrupt country, with a very low (about 1.700
USD) GDP per capita, a huge public debt, an inefficient industry and also highly corrupted,
Poland became developed in a real terms and one of the fastest economically increasing in
Europe. How did it happen and how it was possible to increase without any recession for
almost 25 years? The answer is not easy, however the key points are reforms, a healthy
economic system and releasing the people’s energy and creativity.

The crucial moment was the year of 1989 when Poland as the first country in the
Eastern part of the Iron Curtain carried out the semi-democratic elections which allowed to
appoint a new opposition government. Although the first real economic changes became
already in 1988, particularly the business activity law, the most important reforms were
established in 1989 and also named by the current new Minister of Finance, professor Leszek
Balcerowicz.

Before we mention about the reforms, let us look back at the situation of Polish
economy at the starting point. Poland, as the rest of the communist states, had the centrally
planned economy where state’s property was absolutely fundamental and privileged.
Although the first private companies already existed, the real boom has not come yet. The
industry, although super-important and essential part of GDP, was inefficient, too employed
and underdeveloped. The state suffered the lack of capital and goods what was noticeable for
instance in shops, equipped usually only in vinegar what is the symbol of the 80s. until today.
Despite the higher demand than supply, the salaries were extremely low even in purchasing
power parity. Poland was deeply corrupted state where even small things were difficult to
solve without a special gratitude. As the rural country, where agriculture was also an
important part of GDP, this part was underdeveloped as well and did not supply the citizens
enough. To make matters worse, the Polish public debt, particularly international debt, was
extremely high because of the loans from the 70s. when economy invested huge amounts of
borrowed money in industry and constructions. The most symbolic and noticeable thing were
increasing prices because of the higher and higher inflation.

EXPERIENCES OF THE POLISH REFORMS

Now it is a time to understand what was implemented on January 1, 1990 when the
Balcerowicz reforms entered into force of an act. Shortly before Balcerowicz said: ‘We need
to end up with the false game where people pretend to work and the state pretend to pay. This
dozen days may decide about the years (...) The situation is extremely difficult, but waiting
may only make it worse. The society will approve the program only if the goals and results
are clear. There will be no system changes when the inflation exists. Thus, the first hit must
be aimed there”. The Plan comprised ten economic acts. One of the first and the most
important issue was a liberalization of the internal prices what released a trade but also
contributed to the enormous increase of inflation (which became a hyperinflation for a while
at the level of about 1000%). In order to control it, the interest rate became higher over the
inflation. Because of the free trade and business activity, the trade and import dramatically
increased what also helped to supply the economy. What was fundamental, the rate of
exchange of the American dollar became transparent and stabilized what was the consequence
of a full convertibility. The banking system was completely reformed so as the credit policy
and because of that international banks had an open space to invest there, change the market
and teach people how to exist in capitalist world. Many inefficient public companies became
privatized or simply were liquidated what certainly rebounded the increasing unemployment.
A year later an income tax was implemented, the next year valued added tax (VAT) as well,
becoming soon the crucial income for the budget. What is very important, because of the fact
that the Balcerowicz plan was accepted by the international institutions (like International
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Monetary Fund), Poland could raise for cancelling or reducing the foreign debts what was
mostly successful in the following years.

The effects of the shocked therapy were relatively quick. Although the GDP dropped in
1990 and 1991 what was impossible to avoid and was normal everywhere in this part of
Europe including better developed and less reforming countries. So as in Ukraine, however
the comparison of those processes I mention in the further part. Inflation in Poland decreased
firstly to dozen or so and in about 10 years to only a few percent. The budget deficit
disappeared in only one year and what more important the wealthy countries, which were the
lenders, decided to restructure the Polish debt what became the first real help of Western
world. However, Poland needed a lot of capital and the foreign direct investment which came
during the coming decade, but not huge at once.

On the other hand the rapid therapy of the economy had also the other, much darker
face. Because of the closing inefficient factories policy the unemployment rate increased
dramatically, especially in the traditionally industrialized regions and in the villages. In
Poland appeared enormous poverty areas, consumed by a structural unemployment and a
social discontent what was the direct cause of many extreme views and approaches until
today. Comparing to the communist time in the society appeared fast developing social
stratification, which fortunately today is not high, but still constitutes an important problem
for a society and an economy. Summing up, some part of the society became a beneficiary of
the new system, however the other, less lucky or smart people remain poor or even poorer
than during the previous regime. Moreover, professor Balcerowicz became for years, actually
until today, persona non grata of many political and social environments in Poland, being a
symbol of everything was went wrong in Poland after collapsing of the communist system.
Many of experts or ordinary people accuse him for implementing a neocolonial system in
Poland which brought about the sale of the national heirlooms like big industrial companies,
banks, steelworks and also closing down the mines, shipyards or State Agricultural Farms
(PGRYy), what directly caused the enormous unemployment and the poverty areas. Especially
the unemployment in the villages and the wild privatization is being criticized by the left side
of the Polish public opinion and also experts. For example, professor Witold Kiezun, who was
the economist in the US universities during the communism in Poland and today at the age of
92, assume that Polish economic transformation was a typical neocolonial transition and the
Polish state created the best conditions for the Western companies in the world to earn money
with the greatest rate of return, even higher than in Africa and without any risk. He gives
many examples what did wrong in Poland, which companies were ready to compete with the
Western ones but never had a chance to do this. He also criticizes the process of the
evaluation of the Polish companies which was mostly conducted by the international
institutions what devaluated their price and worth significantly. Together with the other
dimensions he reckons, that the important part of the Polish economic potential was lost or
even stolen. However, today we may only consider and also draw conclusions for the future,
what went wrong and which parts of the transformation and reforms were less successful or
failed, especially when we compare the final result with the neighbouring countries which
chose the other, often a slower path. The certain is that Poland committed many little or larger
mistakes which came from a lack of experienced elites or professionals, too much trust for the
foreign economic experts and maybe also a huge enthusiasm for the Western lifestyle. The
last point caused later the other problems like ‘relishing’ the Western life being in everything,
from the cuisine, the local products to travelling. What is satisfactory, this - typical for young
and free economies - disease disappears after about two or three decades when people are
either fed up or missing of their difference, or usually both.
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At this point it is necessary to mention about the other fundamental reforms or
regulations and also the milestones for the economy. In 1991 the Warsaw Stock Exchange
was opened, the key institution for a large and ambitious free market. In 1993 Poland became
fully independent when the last Russian soldiers left the Polish borders what enabled to
conduct the fully sovereign policies. Two years later the redenomination of Polish zloty (PLZ)
into new Polish zloty (PLN), erased four zeros and decreased the inflation. The further
fundamental step was implementing the new constitution in 1997 which included an
important regulation — the public debt cannot be higher that 60% of Polish GDP. This easy
provision efficiently defend against possible populists who could irresponsibly try to buy the
voters. Another crucial, and also one of the best carried out reforms, was the local government
change. Because of the reform from 1999 Poland consists of only 16 voivodeships
(wojewddztwo), smaller poviats (powiat) and the smallest communes (gmina). At all the
levels the local representatives are being chosen in the direct elections what also brings people
closer and build the local awareness and responsibility. However, the most important and also
symbolic events took part in 1999 and 2004. Firstly, Poland became a NATO member what
gave the guarantee also for the potential foreign investors that the market and investment are
safe. However, the other event was much more important from the economic perspective.
Joining the European Union enabled not only to adjust the law or regulations to the most
efficient one, but also opened the unprecedented inflow of funds (about 150 billion EUR in
the years 2004-2020). At the end it is necessary to point out the important act from the future
perspective, namely the increase of the retirement age for both men and women to 67 years
old (gradually and with some exceptions, certainly).

POLAND FROM TODAY’S PERSPECTIVE

How is Poland today? GDP per capita (PPP) in 2014 will reach 24 thousand USD and is
higher than Hungarian one, being twice lower in 1989. According to the newest Transparency
International report, the country is ranked as 35 the least corrupted state and almost every year
climbing the list. The structure of the GDP is very healthy, where 63% are services, 33%
industry and only 4% of agriculture. Still pretty high (increased especially from 2009) is
unemployment rate, at 11,4% (according to Eurostat only 8,7%) but is very likely to reach 6-
7% until 2016-2017. However, at this point it is important to mention the very large
emigration to the Western European countries (especially the UK, the Netherlands, Germany,
Norway) which is estimated between 1-2 million people. In the Doing Business ranking
Poland is ranked at 32. place in the world, systematically going up (several years ago being
around 70. place).

Despite being the relatively healthy economy, Poland has another crucial priorities in its
strategy of development and briefly I would like to point them. The first issue is a policy of
demography and migration. In the country there is one of the lowest fertility rate among the
EU states. It is mainly because of the economic and not encouraging system solutions what
often makes the children too expensive for young parents. The different are also the priorities
for young people who prefer to make their career and want to have less children than their
parents. It is impossible to solve the problem by one political decision, solutions must be the
comprehensive and treated as the one and huge system and orientation change, together with
migration policy. Poland as a country with extremely low rate of migrants, has a great
opportunities bound up with opening the market for the foreign comers. The very important
may be the heritage of the Rzeczpospolita, as traditionally multicultural state of Lithuanians,
Ukrainians, Jews, Germans, Armenians, Poles of course but also different nations. The only
certain thing is that every year the rate of migrants will be higher and higher, being a great
chance for Polish development (certainly together with some limited threats). This issue is
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crucial to develop the economy in a sustainable way, especially when the unemployment rate
is going to decrease noticeably in the following years.

Another priority is the innovative and science policy. Research and development funds
are much too low, being at the level of about 0,9% of Polish GDP, while the EU goal is to
head minimum of 3%. The great examples are here such countries like Israel or South Korea
which spend more than 4% as the future development investment. Polish funds are going to
reach 1,7-1,9% until 2020, however it is still not enough if the country wants to catch the
leaders and produce more hi-tech instead of the cheap products. The real opportunity are the
European funds which can be spend in accordance with the innovative policy, supporting such
projects. The other thing is a cooperation of the state and business, together with the
universities. The private business and scientists must be also encourage to spend their money
for the innovative research in order to treat it as a real investment. Only fully coordinated
policy may be competitive in the changing environment of the globalized world.

The metropolitan policy is especially important nowadays as more and more people live
in the cities, what is an ongoing world’s process, not other in Poland. Therefore the
metropolitan areas must be treated in a special way as they just mean more than in the past,
being the key centres of change. One of the most important Polish problems are the sprawling
suburbs which are a way worse communicated with the downtown and the working districts.
In order to control the way of change the local governments must have more power of
decisions what means more rights in the nationwide politics. Especially today, in the new era
of building a new but well known kind of the cities — smart cities — places comfortable for its
citizens not only for cars or the great industries.

POLAND’S EXPERIENCES IN THE UKRAINIAN CONTEXT

Poland may be a very good example for Ukrainian transformation because of many
reasons. We should start from the historical and cultural similarities, as important as a
geographical factor. All of them together cause that those two countries impact themselves
significantly and this process may only be deeper and deeper. Shortly this means that the
development of one of the countries will impact positively on the other country, increasing
the trade, security or the mobility of the societies like the mutual migrations.

It is important to mention that in 1989 the economies of Poland and the Ukrainian part
of Soviet Union were pretty similar, particularly if we take into account the level of
development measured in nominal GDP per capita, which were in both of them at the level of
less than 2 thousand dollars and about 5 thousand dollars in Purchasing-Power Parity (PPP).
In 2012, the last stable year for such comparisons, the Polish GDP per capita (PPP) raised to
more than 22 thousand dollars, while the Ukrainian raised only to about 7 thousand dollars.
Unfortunately, as a result of the last events in Ukraine, during the next years this difference
may still deepen. However, the way for the fast development may lie in the fast and important
implementation of reforms which can be often followed on the Polish experience.

This what differ the chart of Ukrainian and Polish economic development are the huge
ups and downs of the Ukrainian one. At the beginning the enormous (up to -22.55%) decrease
through the 90s, then the impressive (up to 12.95%) increase of the GDP at the beginning of
the new millennium. Unfortunately, followed by the another big decline in 2009, during the
world crisis. The Polish chart seems much more ‘boring’ what means also the stability. At the
beginning of the 90s. rather the significant decrease, but then from 1992 the systematic
growth without even a year of recession. It is not the result of the political strategy but a
significant sign of the importance of the Polish reforms from the 1990 which were mentioned
previously. Despite the mistakes and the great social expenses, Polish economy did an
enormous step in only 25 years of its transformation in order to be a developed economy. It
did not happen only because of the great strategy, more likely is the reason of a release of the
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people’s energy and creativity. Certainly the success would not be possible without the
beginning reforms and a huge shock therapy at the start. Nowadays, Poland is in a totally
different moment, being an important part of the united Europe and the Western civilization.
However, the challenges are maybe different, but still same important. Still, Poland is a great
example for the other transforming economies that the work and persistence, often very hard,
lead to the success and there is always a good time to start reforming the economy.

POTENTIAL OF UKRAINE AND THE CHALLENGES

Ukraine is in the crucial moment of its transformation and development. After three
‘revolutions’ the country seems to be finally ready to join the Western way of the
development and this path of transformation. The country must define the goal which is
chasing the Europe’s level of development but also remembering about the local specificity.
In order to gain it the government should prepare the new and comprehensive strategy for the
future and what is necessary, despite of the costs of the reforms, they should be socially
accepted and approved by the society and the political class. Although the internal differences
between the regions and the difficult situation in the eastern part of the country, the coherent
message of the goal may unite the people. Ukraine does not need to copy and make the errors
of the other transforming economies (such Poland) and learn from the mistakes what would
make the process easier, less expensive socially and also cheaper. What are the most
important economic challenges? Definitely the reforms of administration, banking system,
opening the market for investors together with creating the good conditions for them, fighting
with a corruption, partly limited privatization. Maybe the most important is the opening of the
country and releasing the energy and creativity of the citizens — instead of blocking — a trust
for their ideas. Here the good example may be Georgia which is one of the leading countries
in the Doing Business index. What is very weighty, the Ukrainian economy has a great
potential in many contexts like a heavy industry, a tourism, a social capital with the educated
society, a cheaper workforce etc. The positive example of Ukrainian transformation would
have a crucial impact on Russia what is the significant argument for the European Union. It
seems that Ukraine did the first of the most important steps which was a final selection of the
European path. The second one is reforming and a systematic growth. If this appears, both
people of Ukraine and the European countries believe it was the right choice and would never
abandon the way. Poland is the best example here.
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M. Puba

MMPIOPUTETHI HATIPAIMU EKOHOMIKH MOJIBIII B KOHTEKCTI
EKOHOMIKH YKPATHHM 3A OCTAHHI 25 POKIB

Tenepiwniii cmau cnpas KUOAe CepuosHull cmpameiunuil 6UKIUK eKOHOMIYI YKpainu.
Baoicnusum npukiadom modce cuyeyéamu 00C6i0 HWUX KpaiH, AK, HANPUKIAO eKOHOMIYHA
nonimuxa Ilonvwi y Heujo0aeHboMy MUHYI0MY. 3a 25 0CMAaHHIX pOKi6 ICHYBAHHSA HE3ANEHCHOT
NONbCLKOI eKOHOMIKU Ma Matidice NOCMIHO20 PO38UMKY, GOHA CMANA OYHCe PO3GUHEHOIO.
Omorce AKUM YUHOM O8I eKOHOMIUHI cmpamezii, Ki NOYUHAAU C8Ill WX 3 OOHO20 U MO20 JHC
8IONPABHO20 NYHKMY MA 3HAXOOUNUCS HA NOYAMKY HA 0OHOMY U momy dc pieni BBII na oyuy
HaceneHHs, NiuIY PISHUMU WIAXAMU A PO3BUBATUCS Y OOKOPIHHO PISHOMY HANPAMKY?

AKumu € 0CHOBHI GUKIUKU, 3 AKUMU CMUKacmvcs ekonomixa [lonvwi? Yu € akuii-nedyow
WAX YHUKHEHHs NOMUIOK mMa NACMKU cepeoHbo20 npuOymky? AHxuti mexawizm ma SKY
cmpamezito HeoOXiOHO 3acmocysamu 071 Mo2o, Wob po3KpUmMuU yeeco NOMeHyian yKpaincbKoi
exonomixu? Ceim cmae oedani Oinbut OUHAMIYHUM, OCOOIUBO 8 OCMAHHI POKU, AOO HABIMDb
micayi. Basicnusum numanHam 01 062080peHHs € CyUacHa cumyayisa 6 Ykpaini ma euxkiuxu, 3
AKUMU 80HA cmuKaemovcs. Buxopucmosgyiouu ooceio Ilonvwi ma cxoorcicme y b6azamvox
acnekmax, Ykpaina mooice YHUKHYMU 6A2amvOX CmMpyKMypHUX ma cmpameivHux nOMUuLoK y
EeKOHOMIYHOMY PO3GUMKY.
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