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FOREIGN ECONOMIC FACTORS OF POLAND'S DEVELOPMENT
WITHIN THE EU : TRADE, INVESTMENT, INNOVATION

Poland has managed to maintain relatively stable economic growth for almost 30 years, even during the global financial crisis
of 2007-2009 and the debt crisis in the European Union. The phenomenon of Poland's weak susceptibility to crisis phenomena is
due to the long-term consequences of post-socialist transformations, some objective characteristics of the country's economic and
geographical situation, as well as the specifics of the economic situation after its accession to the EU in 2004. The aim of the article
is to study the external economic factors of the development of the Polish economy within the European Union with an emphasis
on the trade, investment and innovation components of its foreign economic relations. The weak susceptibility of the Polish econ-
omy to crises is due to several factors. The elimination of customs barriers and obstacles to the movement of capital after Poland's
accession to the EU had a positive impact on the dynamics of FDI. A large role was played by a capacious domestic market and
weak dependence on external demand. In addition, Poland's exports did not depend heavily on any limited group of goods. How-
ever, the innovation level of the Polish economy remains low compared to other EU countries. Poland is among the countries that
are moderate innovators. It is concluded that Poland has built a fairly competitive economy, occupying a favorable place in the
division of labor system in Europe. A number of long-term factors include the radical economic reforms of 1990, which made it
possible to find investors for large enterprises, while preserving the country's industrial sector. Polish industry has found a suc-
cessful export niche in the production of spare parts and components, which allowed it to be integrated into the production chains
of European and global enterprises. Thanks to accession to the EU and the attraction of EU subsidies, it was possible to support
the economically and socially vulnerable agro-industrial sector. However, at the moment, there are no noticeable successes in the
innovative development of the Polish economy: such comparative advantages as cheap labor and insufficient private investment
are gradually decreasing. In addition, the excessive focus of exports only on EU markets poses new challenges for the Polish
economy, which could undermine its resilience to global crises in the future.
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30BHILUHbOEKOHOMIYHI YUHHUKU PO3BUTKY NO/bLLI Y CKNAAI EC:
TOPTIBNA, IHBECTULLIT, IHHOBALLIT

Tonvwi 60anocsa 36epicamu 6i0HOCHO cmabitbHe eKoHoMiuHe 3pocmants matice 30 pokie, Hagimb y nepioou Ceimosoi
inancosoi kpuzu 2007-2009 pp. i 6opeosoi kpusu ¢ Eeponeiicokomy Corosi. Denomen cradkoi cnputinsamausocmi Iomvuyi 0o
KpU308UX A8UUY 3YMOBTEHULl 00820CHPOKOSUMY HACTIOKAMU NOCMCOYIANICIUYHUX NePemeopeHb, OesaKUMU 00 €KmueHUMU
XAPaAKMePUCIUKAMU eKOHOMIKO-202paghiuHoe0 CMano8uwa Kpainu, a maxodic cneyugixoio eKkoHomiunoi cumyayii nicis i
ecmyny 0o €C y 2004 p. Memoio cmammi € 00CTOHMCEHHSL 306HIUHbOCKOHOMIYHUX YUHHUKIG PO3GUNK) NOJIbCOKOT eKOHOMIKU )
cknaoi Egponeticokoeo Coro3y 3 AKYEHMOM HA MOP2OBEbHY, THEECMUYINIHY MA IHHOBAYIIHY CKIAO06I i 308HIUHbOCKOHOMIYHUX
sioHocun. Cnabka CnputiHAMIUGICMb NOMbCLKOI eKOHOMIKU 00 Kpu3 00YMOGIeHA KilbKoMa YuHHUKamu. JIikeioayis MumHux
bap'epie ma nepewikoo o pyxy kanimaiy nicisi écmyny Ionvwi 0o €C cnpusimauso ennunyiu Ha ounamixy I Benuxy pon
6I0igpas eMHULL BHYMPIWHIT PUHOK | CIAOKA 3ANIeAHCHICMb 6I0 306HIUHb020 nonumy. Kpiv moeo, excnopm Ilonvwyi He cunbHo
3anedicas 6io Oy 0b-sKoi oomedcenol epynu mosapie. OOHAK, IHHOBAYIIHUL PiGeHb NOJIbCLKOL eKOHOMIKU HA Ml iHuwux kpain €C
sanuwaemsca Hegucokum. Tomvya 6xooums 00 Kpain — nomipkosanux iHHo8amopis. 3pobierHo eucrhosok npo me, wo [lonvwya
no6yoyeana 00Cums KOHKYPEHMOCHPOMONCHY eKOHOMIKY, nocisui 8ucione micye y cucmenmi noodiny npayi é €gponi. Jlo yinoi
HU3KU 00820CIPOKOBUX YUHHUKIE MOXCHA GiOHeCMU paouxaibHi ekonomiuni pegpopmu 1990 p., sxi 00360munu 3HAMU iH8ecmopig
BEIUKUX NIONPUEMCME, 30epicuit NPOMUCIO8Ull cekmop Kpaitu. T1oabcbka npoMuciogicms 3HatuIa 60any eKCHOPMHY HIuY 3
BUPOOHUYMBA 3aNACHUX YACTHUH MAd KOMNOHEHMI8, AKa 00360una 80yoyeamu ii y GUPOOHUYI TAHYIONCKU EEPONELICLKUX MA
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cgimosux nionpuemcms. 3asosxu ecmyny 0o €C ma zanyuennro cyocudiii €C 60anocs niompumamu eKOHOMIYHO Ma COYIAIbHO
8pazueuil azponpomuciosuli cexkmop. OOHAK HA OAHUL MOMEHM NOMIMHUX YCNIXI@ 8 ITHHOBAYIHOMY PO3BUMKY NOJIbCLKOL eKO-
HOMIKU He CNOCIepI2aembCsi: NOCHIYROB0 CKOPOUYIONbCS MAKI NOPIGHIbHI nepedazu, SIK Hedopoea poboya cuid, HeOOCMAmHil
pisenb npusamuux ingecmuyii. Kpiv moeo, Haomipua opienmayis excnopmy auwe Ha purku €C cmasumb noibCoKy eKOHOMIKY
nepeo HOBUMU BUKTUKAMU, SIKE 30amui nidipeamu y MatoymHubomy it CmilKicms 00 C8ImoeuUx Kpus3.

Knrouosi cnosa: 306HIUIHbOCKOHOMIYHI BIOHOCUHU, €6POIHMESPAYISL, 306HIUIHS MOP2IGIS, eKCROPM, IMNOPM, CIAIULL PO36U-
MOK, eKOHOMIUHULL PO3BUMOK, TH8ecmuyil, inHoayitiHull possumox, Ionwwa, EC.

Problem Statement. Poland is an example of a European
country that has managed to maintain relatively stable eco-
nomic growth for nearly 30 years, even during the global finan-
cial crisis of 2007-2009 and the subsequent debt crisis in the
European Union. The phenomenon of Poland's low susceptibil-
ity to crisis phenomena is due to the long-term consequences of
post-socialist transformations, certain objective characteristics
of the country's economic and geographical location, as well as
the specific economic situation that developed after its acces-
sion to the EU in 2004.

Analysis of recent research and publications. The origins
of the Polish economy's success have been examined in various
studies, including those by the authors of the economic reforms
of the late 1980s and early 1990s — Professor S. Gomutka [6],
the architect of the reforms L. Balcerowicz [1], as well as World
Bank economist M. Pentkowski [14], and others. Some works
are devoted to identifying Poland's competitive advantages in
comparison with other countries of Central and Eastern Europe
[21].

Despite the existing body of research, the current state
and future development prospects of the Polish economy
within the European Union remain insufficiently systema-
tized, particularly with regard to the interrelationship be-
tween trade, investment and innovation components of its
foreign economic relations, which constitutes an unre-
solved research problem and necessitates further in-depth
analysis.

The aim of the article is a study of external economic fac-
tors in the development of the Polish economy within the Euro-
pean Union with an emphasis on the trade, investment and in-
novation components of its foreign economic relations.

Research methods. To achieve this goal, general theoretical
and specific scientific research methods were used: historical
(during the generalization of the economic development of Po-
land within the EU) and systemic approach (when characteriz-
ing the dynamics and structure of its foreign trade).

Presentation of the main results of research. Poland was
the first country in Central and Eastern Europe to implement a
radical economic transformation plan, which envisioned the
rapid dismantling of the state socialist system and the transition
to a market economy. These radical reforms had a social cost
and had a mixed impact on the subsequent structural develop-
ment of the Polish economy, but were overall successful. After
sharp declines in 1990 and 1991 (11.6% and 7%, respectively),
Poland's GDP grew by 2.6% from 1992 onward, accelerating in
subsequent years [5]. The financial stabilization achieved in the
first years of reform, certain successes in privatization, and the
rapid growth of new private enterprises set a steady trend in the
development of the Polish economy. Average economic growth
rates from 1989 to 2013 were approximately 4%. The process
of industrial production growth was characterized by a fairly
profound structural restructuring. The share of the ferrous

metallurgy and mining industries (primarily coal mining),
which had been actively developing during the socialist period,
in the overall structure of industrial production declined signif-
icantly. At the same time, the share of consumer goods in pro-
duction increased significantly [2].

Thus, even in the first decade of economic reforms, Poland
was able to realize the advantages associated with an early
(compared to other countries in the region) start of radical eco-
nomic transformations and a moderately tight monetary policy.
Relatively cautious privatization, which made it possible to find
foreign investors for large Polish enterprises, contributed to the
preservation of Poland's industrial potential. The rapid emer-
gence of new private enterprises also contributed to accelerated
economic growth. Thanks to the low cost and relatively high
quality of the Polish labor force, the country became attractive
to foreign investment. A particular advantage was the large size
of Poland's domestic market — this quality distinguished it from
most other countries in Central and Eastern Europe, making the
country even more attractive as an investment destination. As a
result, production oriented both to the domestic market and to
exports began to develop dynamically. Poland's accession to the
European Union in 2004 and the preparations leading up to it
led to a number of positive changes in the Polish economy. As
a candidate country, it was required to align its legislation with
the EU's economic, social, and environmental principles. Dur-
ing the negotiations, it managed to secure concessions from the
EU in a number of other important areas.

After joining the EU, Poland became a recipient of various
types of subsidies provided to regions whose economic indica-
tors (gross regional product per capita, unemployment, etc.) lag
behind the EU average. Under the 2007-2013 and 2014-2020
budgets, Poland received significant subsidies from the Cohe-
sion Fund and EU structural funds, as well as significant funds
to support agriculture [23]. From 2004 to 2023, €75 billion was
allocated for these purposes under the EU's Common Agricul-
tural Policy (CAP). Direct payments to farms accounted for
over €53 billion. According to estimates by the Polish Ministry
of Finance, over the 15 years of EU membership, subsidies
from the EU budget (minus the contributions Poland has made
to the EU budget during these years) amounted to approxi-
mately €110 billion [23].

The elimination of customs barriers and obstacles to capital
movement after Poland's accession to the EU had a positive im-
pact on FDI dynamics. In particular, in the year of the country’s
accession to the EU, their annual inflow amounted to $12.1 bil-
lion—three times more than in the previous year—and in 2007,
it reached a record $19.8 billion [13].

The effectiveness of Poland's existing economic system was
tested during the global crisis of 2007-2008. Despite the reces-
sion that had begun in many European countries, the Polish econ-
omy continued to show positive dynamics. Annual growth only
slowed from 5.1% in 2008 to 1.6% in 2009, and in 2010 it
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accelerated again to 3.9% [18]. In 2014, when most EU countries
were experiencing a debt crisis, Poland managed to avoid reces-
sion.

The Polish economy's low vulnerability to crises is due to
several factors. A large domestic market and relatively low de-
pendence on external demand played a significant role. Poland's
export-to-GDP ratio in 2007 and 2008 was approximately 38%,
significantly lower than that of other members of the Visegrad
Group [16]. According to the National Bank of Poland, eco-
nomic growth after the onset of the crisis was supported by do-
mestic consumption [18].

Polish exports were not heavily dependent on any specific
group of goods. A positive factor was the preservation of the
national currency, which allowed for a 30% devaluation of the
zloty in 2008-2009 and supported exports. According to World
Bank experts, this measure was of great importance in support-
ing economic growth [22].

After the 2008—-2009 crisis, the share of foreign capital grad-
ually declined as Polish banks expanded in the country's bank-
ing system, a phenomenon also facilitated by the crisis of major
international banks [10]. A weak point of the modern Polish
economy is the low level of private national investment, which
fell to 13% of GDP in 2023—the lowest level in all years of
economic transformation [15].

This is partly explained by the structure of the Polish econ-
omy, where a relatively high proportion of small enterprises do
not make significant investments. However, in recent years,
these processes have been influenced by the government's un-
predictable regulatory policy and the increasing presence of the
state in the country's economy [9].

Despite its notable economic successes, Poland's position in
key economic rankings remains relatively modest. As of the end
of 2024, Poland ranked 46th in the world for the second consec-
utive year in the Index of Economic Freedom (IEF) [7].

The compilers of the rating consider the country's economy
"moderately free," while before 2014 it was considered "virtu-
ally unfree." In 2017 and 2018, Poland ranked 86th and 82nd,
respectively. Currently, Poland ranks slightly below the Euro-
pean average in this rating. The World Bank's Doing Business
rating for 2023 ranked Poland 40th globally, with the country's
position deteriorating over several years (in 2022, it was 33rd,
and in 2021, 27th). This situation is caused, in particular, by the
increased time required to register real estate rights [8].

In Transparency International's Corruption Perceptions In-
dex, Poland ranked 41st in 2023, compared to 36th in 2022.
This was largely due to the controversial judicial reform cur-
rently being implemented by the country’s authorities [17]. In
July 2023, Moody's warned that this reform could weaken Po-
land's position in the credit rating [11]. However, the agency
expressed similar concerns in April 2022, nevertheless affirm-
ing the country's rating at A2 with a stable outlook [12].

The innovative level of the Polish economy remains low
compared to other EU countries. In the European Innovation
Scoreboard in 2023, Poland received 64 points, placing it
among moderately innovating countries [4].

The rating's compilers note that Poland gained points thanks
to a friendly innovation environment and a high share of em-
ployment in rapidly growing enterprises. It can be seen that Po-
land lags behind the general European indicators in the share of
employment in high- and medium-tech industries (28.2%
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versus 37.5% for the EU as a whole) [4].

Research and development expenditure in Poland in 2023
was 1.2% of GDP, compared to the EU average of 2.1%. There
are virtually no signs of an increase in innovative output. Ac-
cording to government statistics, the share of high-tech products
in the overall structure of sales in the Polish manufacturing in-
dustry has been declining in recent years: from 6.8% in 2020 to
4.7% in 2022 [20]. Unfortunately, innovation has so far had lit-
tle impact on Polish industry. Poland's limited, but still noticea-
ble, successes in areas of the economy related to technology de-
velopment are worth noting. Polish companies with original de-
velopments currently account for up to 10% of the 3D printer
market and are also present in the market for 3D printing mate-
rials [3]. Poland is quite prominent in the electric vehicle mar-
ket, at least in one segment. In 2023, Poland became the largest
exporter of electric buses among EU countries, accounting for
36.1% of all European exports of this type of transport [19].
However, this market is still quite limited, as the results were
achieved through the export of only 131 electric buses. Some
progress has been made in improving the innovation environ-
ment in Poland in recent years.

It is worth noting that Poland provides incentives to compa-
nies that finance research and development. Since 2018, com-
panies have been able to deduct 30% of the salaries of employ-
ees engaged in research and development from their tax base.
Since 2020, R&D expenses have been fully deductible, and in-
centives are available to all companies, regardless of production
volume or number of employees. Since January 2021, Poland
has also introduced a tax incentive, informally known as the IP
box, which reduces the tax rate on income for individuals and
legal entities derived from registered intellectual property by up
to 5%. Polish authorities recognize the problems associated
with the low level of innovation in the economy and are taking
steps to improve it [20].

However, it is still too early to talk about significant and sus-
tainable results of this policy. The economic crisis caused by the
coronavirus pandemic has undermined the Polish economy's
reputation for invulnerability to global economic shocks. In
2020, thirty years of economic growth were interrupted. Ac-
cording to the European Commission, the Polish economy con-
tracted by 4.3% in 2020, and unemployment increased from
3.6% to 7.5% [20].

Conclusions. Poland has built a relatively competitive
economy, occupying a favorable position within the European
division of labor. Among a number of long-term factors, these
include the radical economic reforms of 1990 and the creation
of a large private sector. These reforms avoided the serious mis-
takes of privatization and made it possible to find investors for
large enterprises, preserving the country's industrial sector.

Polish industry found a successful export niche in the produc-
tion of spare parts and components, which allowed it to integrate
into the production chains of European and, to some extent,
global companies, without becoming dependent on the produc-
tion of asingle product. Thanks to EU accession and the attraction
of EU subsidies, it was possible to support the economically and
socially vulnerable agricultural sector. The state's retention of im-
portant financial and banking instruments—the national currency
and a large commercial bank—also allowed for the implementa-
tion of a number of sound measures that have ensured the resili-
ence of the Polish economy in the face of economic crises.
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Nevertheless, unfortunately, no significant progress in the in-  Furthermore, the excessive reliance of exports solely on EU mar-
novative development of the Polish economy is currently being  kets is exposing the Polish economy to new challenges that could
observed. Comparative advantages such as low-cost labor are  undermine its resilience to future global crises.
gradually eroding, and private investment levels are insufficient.
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