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1. Introduction: justifications for interventionism
in the agricultural sector

Public spending on agriculture is an element of state interventionism in this sec-
tor. Interventionism instruments can be divided into two groups: market-type
tools (regulating supply and influencing demand intervention prices) and non-
market-type tools (direct and indirect subsidies and structural policy instru-
ments) (Wigier and Chmurzynska 2011; Matuszczak 2020). In the European
Union, a gradual redirection of state intervention to non-market tracks has been
observed since the 1992 in MacSharry reform. This direction has been deepened
by the successive reforms of the Common Agricultural Policy (CAP). Agenda
2000 further reduced the guaranteed (intervention) prices in exchange for an
increase in direct payments. In turn, the provisions of the 2003 CAP reform from
Luxembourg went far beyond the previous measures. A system of decoupled
payments was introduced. These reforms successfully improved the market bal-
ance and increased agricultural income, but they did not fully solve the problem
of disparities in agricultural income. A still unresolved problem is the instabili-
ty of agricultural income (Severini, Tommaso, Finger 2019) and the persistent-
ly large disparities in farmers’ income between EU countries (Kryszak 2020).
Moreover, intra-sectoral income inequalities between different farm groups are
increasing in many EU countries, including Poland (Mishra, El-Osta, Gillespie
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2009; Kata and Wosiek 2020). Interventionism in agriculture implemented by
means of different instruments, yet essentially based on budget expenditure
(more broadly, financial transfers to agriculture), can be considered universal,
as solutions introduced in different parts of the world, especially in highly eco-
nomically developed countries (EU, USA, Japan, Canada and many others) are
standardised (Kulyk 2013).

The justification for state intervention in agriculture and thus for public
spending in agriculture is the allocative and redistributive dysfunctions of the
market mechanism and the need to correct them. Governments of highly devel-
oped countries are fighting against the deep income disparity of farmers relative
to other social/professional groups, the instability of agricultural income, the
low profitability of assets involved in agricultural production, or the unstable
and rising food prices for consumers (Hopkins and Taylor 2001; Matuszczak
2020). These issues, in addition to maintaining food security, ensuring agricul-
tural competitiveness and efficiency and preserving and supporting farms, have
also framed the main objectives of the Common Agricultural Policy in recent
decades.

For several years, there has been a lively public debate on further changes
(modifications) to the CAP, starting with the next programming period 2021-
2027 (EC 2018). The necessity to modify the CAP stems from the changes that
are taking place in agriculture, especially in the environment, as well as the
resulting changes in the function of agriculture in the modern world. These
phenomena are part of a broadly defined agrarian issue (or rather its evolu-
tion), understood as problems which are generated by the agricultural sector in
the economy and which are felt at various levels by the whole economy, society
and the natural environment (Wilkin 1986; McMichael 1997; Adamowicz 2008;
Czyzewski and Matuszczak 2011; Bernstein 2011; Zegar 2019). They concern
such issues as the disparity of agricultural income, which results e.g. from the
drain of economic surplus, the high dependence of the agricultural sector on
the other links (i.e. on the input sector for agriculture and on processing), en-
suring food security, higher-than-average unemployment in rural areas, social
exclusion, worse access to basic services, ageing of the rural population, disap-
pearance of farmers as a separate social group, threat to the vitality of rural are-
as, loss of biodiversity, soil pollution and erosion, limited water resources, food
security, increased volatility of agricultural prices, and increased risk of agricul-
tural production due to climate change (Guthman 2004; Wilkin 2007; Yu, You,
Fan 2009; Tarnowska 2010; FAO 2011; Ploeg 2012; Jakubowska 2016; Wasilews-
ka 2017; Cosgrove and Rijsberman 2014; Krysztofiak and Pawlak 2017; Was and
Kobus 2018; Matuszczak 2020). Climate change and environmental challenges
have prompted the EU to make new ambitious international commitments to
environmental and climate protection, included, in particular, in the Europe-
an Green Deal strategy (EC 2019). According to the European Commission,
farmers have an important role to play in combating climate change, protecting
the environment and preserving biodiversity, and the CAP will remain a key
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tool in supporting these efforts, while ensuring a decent living for farmers and
their families. The objectives of the CAP are reflected in budgetary spending on
agriculture (EU and national).

The concept of state intervention under the conditions of market economy
is based on the assumption about the inefficiency of the market mechanism and
the need for its correction. The reasons and consequences of this inefficiency in
agriculture are widely described in the literature (see e.g. Acoccela 2002; Wilkin
2003; Zegar 2008, 2018; Czyzewski 2009). In general, inefficiencies of the mar-
ket mechanism lead to inefficient allocation of resources in agriculture, low fac-
tor efficiency in this sector, high risk of agricultural production, and uncertainty
of its effects, and depreciation of farmers’ income resulting e.g. from the fact
that the market mechanism does not value or provide farmers with payments for
co-production of public goods and positive externalities (Mancur 1971; Brunstad
et al. 1995, 2005; Baldock 2009). In addition, there is a paradox of development,
according to which the level of support for agriculture increases with socioeco-
nomic development (Czyzewski and Kutyk 2014). This is most often due to two
issues, namely compensation for the previous outflow of some of the economic
surplus from agriculture and payment for the society benefiting from positive
externalities and public goods associated with agricultural activities (Matuszczak
2020). However, it should be underlined that the latest OECD data (2021) in-
dicate that comparing the recent years (2018-2020) with the early 2000s (2000—
2002), one can see a decline in the level of agricultural support (measured by the
PSE indicator)! for all developed countries (OECD countries), from 28.4% to
18.2%. However, the support for agriculture in the group of the so-called emerg-
ing economies? increases, from 3.8% to 7.4% (OECD 2021). Also the system-
atic decrease of the share of CAP in total expenditure of the European Union
budget proves that in developed countries the level of support for agriculture is
decreasing. This may indicate that expenditure on support for agriculture (agri-
cultural producers) increases along with the growth and economic development
of a given country, but only up to a certain level of this development, after which
it stabilizes. With the constantly growing GDP and with the increase in farmers’
income obtained on the market, it means relatively lower support for agriculture
both in the macroeconomic (in relation to GDP) and microeconomic (measured
by the PSE indicator) terms.

It should be mentioned that in the literature we also find a different approach
to interventionism and protectionism in agriculture, which is based on the claim
that the low effectiveness of structures in this sector is caused by the limitation
or even lack of market mechanism. According to some authors (Kowalski and

1 PSE (Producer Support Estimate) - an indicator of agricultural producer support determining the
value of annual cash transfers from consumers and taxpayers flowing to farmers. The PSE indicator pre-
sents the share of agricultural producer income obtained as a result of different support mechanisms in
relation to the value of agricultural production determined in domestic producer prices (Kuiyk 2013).

2 The OECD counts 12 countries as emerging economies: Argentina, Brazil, China, Costa Rica, India,
Indonesia, Kazakhstan, the Philippines, Russia, South Africa, Ukraine, and Vietnam.
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Rembisz 2005; Rembisz 2010), such a profound interference in the market mech-
anism through the EU agricultural policy not only perpetuates low efficiency of
agriculture, but also causes unreliable resource allocation in agriculture and im-
pedes cost rationalisation. A partial verification of these views was the crisis on
the global food market between 2008 and 2014 (expressed by a surge of food
prices)?3, which, to some extent, resulted from the global financial crisis (capital
flight from the financial market to the food market and increase in speculative
food prices) and unfavourable weather conditions in many regions of the world.
Similarly, the economic crisis caused by the COVID-19 pandemic and disruption
of many supply chains in the global food trade may contribute to greater accept-
ance of interventionism and protectionism in agriculture in order to ensure food
security for countries and regions of the world. Undoubtedly, an important factor
in modifying approaches to state interventionism in agriculture is climate change,
which entails increased volatility and unpredictability of agricultural production.
This creates new risks connected with agricultural production, which have their
consequences not only for agricultural producers, but also for consumers and the
whole society as recipients of environmental goods.

It seems that today, after the experience of the economic crises and the deep-
ening ecological and climatic problems on the global and regional scale, it is no
longer a matter of dispute whether to support agriculture through the budget-
ary mechanism (public expenses). The open question is, however, where are the
possible limits of state intervention in the market mechanism in agriculture, and
what agricultural policy objectives should be pursued and with what instruments
so that agriculture becomes an important element of sustainable development
and fulfils its functions effectively.

Without going deeper into the issue of the reasons and effects of state inter-
ventionism in agriculture, it is worth examining the level, dynamics and break-
down of budget expenditure on agriculture, as well as the determinants of this
expenditure. Such research may shed light on different objectives of the fiscal
policy towards agriculture, which is an element of agricultural policy (in the area
of the instruments of state interventionism). A long-term analysis of budget ex-
penditure on agriculture, compared with the dynamics of the gross domestic
product (GDP) or the total expenditure of the state budget, can be particularly
interesting as it can show long-term or permanent trends in the fiscal policy on
agriculture and objectify the assessment of these trends.

The subject of this article is the analysis of long-term budget spending on
agriculture in Poland, i.e. between 1995 and 2020, in the context of its growth,
proportions and trends. The above figures will then be related to GDP dynamics
and state budget expenditure dynamics. This analysis will serve to answer the
following question: Are the changes in Poland’s agricultural budget expenditure
proportionate to the changes in GDP and total state budget spending?

3 Ttis indicated by the FAO Food Price Index (FFPI). A similar “jump” in food prices took place on the
global market from Q4 2020 to mid-2021 (FAO 2021).
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The answer to this question will allow us to verify the following hypotheses:

e HI - agriculture in Poland over the past quarter century (1995-2020) has en-
joyed the fruits of economic growth in a balanced way, i.e. in proportion to the
GDP growth rate;

e H2 - total expenditure on agriculture from 1995 to 2020 grew more slow-
ly than state budget expenditure in the pre-accession period, while after Po-
land’s accession to the EU, the growth of the expenditure on agriculture was
higher than the growth of state budget expenditure.

In this article, we understand state budget expenditure as national budget ex-
penditure together with the budgets of voivodes. On the other hand, by expendi-
ture of the agricultural budget of Poland, also referred to interchangeably in the
article as the total agricultural budget, we understand all public spending directed
directly or indirectly to agriculture. In reference to the agricultural budget of Po-
land, the analysis covers only expenditure, whereas intentionally budget revenues
in sections related to the agricultural sector were omitted. Thus, the agricultural
budget expenditure of Poland consists of:

1. Expenditure from the national budget allocated to agriculture, rural de-
velopment and agricultural markets, together with the budgets of voivodes
and specific reserves and expenses planned in other parts of the budget and
allocated to the agricultural sector. This expenditure will also be referred
to as “the national agricultural budget” or as “national expenditure on ag-
riculture”.

2. Expenditure from European funds on agriculture and rural areas under the
instruments of the first and second pillars of the CAP. Until 2009, this expend-
iture was institutionally allocated to the national budget, while from 2010
onwards, it has been included in the European Resources Budget (EBR).

The main research period covers the years 1995-2020 and the analysis includes
both the growth rate based on single years (base year 1995) and from year to year.
Such a long period (a quarter of a century) allowed us to examine the long-term
trends in the development of the studied quantities (agricultural budget expend-
iture, state budget expenditure, and GDP), to analyse the trends and identify the
trend’s functions, and to search relations between the studied quantities.

2. Sources of empirical materials and research methodology

The sources of empirical materials on the agricultural budget expenditure in Po-
land were primarily the data from the Ministry of Agriculture and Rural Devel-
opment (formerly the Ministry of Agriculture and Food Economy) in the form of
annual information on the draft state budget and the budget of European funds in
the fields of agriculture, rural development and agricultural markets, as well as an-
nual opinions (expert opinions) on the budget law regarding agriculture, prepared
by Professor A. Czyzewski for the Sejm Office of Analyses in the Chancellery of
the Senate of the Republic of Poland (until 2016) and, in some years, for the Sejm
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Committee on Agriculture and Rural Development.* In addition, the sources
were the CSO data on GDP and inflation and farm household income, available
in the form of annual macroeconomic indicators (from 1995 to 2020), agricultural
statistical yearbooks from 2007 to 2020, household budgets (from 2016 to 2019)
and information on the situation of households according to household budget
surveys (from 2003 to 2020). The publications of the Supreme Chamber of Con-
trol (NIK) on the implementation of state budgets were also a source of data.

In the analysis of the dynamics and variability of the examined values, we used
the total agricultural budget spending and its components, as well as state budget
expenditure and GDP, relative and absolute growth rates (constantly and year-
on-year), single-base and chain dynamics indices and average rate of change, i.e.
the average index, calculated as the geometric mean of the indices year-on-year.

The quantities covered by the study were included and analysed in nominal
values (in current prices) and in real values (in constant prices). For this purpose,
nominal values were converted (through deflating) by means of the Consumer
Price Index (CPI) for individual years from 1995 to 2020. To maintain compara-
bility of the analysed values, the same deflator, i.e. the CPI inflation index, was
used for all the time series of the variables (which also concerns GDP).

In order to identify the trends across the studied values, we applied an addi-
tive model of development tendency in the form of a linear trend function.

3. Dynamics and structure of the Polish
agricultural budget expenditure in 1995-2020

Table 1 presents data on the nominal level (in current prices) and make-up of Po-
land’s agricultural budget expenditure in the past quarter of the century. It can be
noticed that in 2004 there was a significant increase in budget spending on agricul-
ture after the UE CAP funds were added to domestic funds (Table 1). Although
some European funds (under the SAPARD programme) were being transferred to
Polish agriculture already since 2000, the year 2004 was a breakthrough, because
farmers received income support in the form of direct payments, LFA payments,
agri-environmental payments and others. At the same time, we can observe signif-
icant changes in the proportions of the total agricultural budget after agriculture
was included in the support programme from the EU funds. Since 2004, Europe-
an funds have accounted for 20% to over 51% of the total agricultural budget of
Poland and have become not only a significant supplement to domestic transfers
to agriculture and rural areas, but also partly “relieved” these domestic transfers.
This is indicated by the declining share of the national budget, especially when
considered without subsidies for the Agricultural Social Insurance Fund (ASIF).
Between 1996 and 2020, the total agricultural budget decreased five times
in nominal terms compared to the previous year (in 2009, 2011, 2016-2017, and
2019). In real terms, the agricultural budget exhibited negative growth in seven

4 Also published in an abridged version in the periodical ,,Wie$ Jutra” (publications in 2003-2017).
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years out of the 25 years studied (also in 1997 and 2018 in addition to those
mentioned above). The relatively large fluctuations in the agricultural budget
may indicate that, in large part, spending on agriculture, agricultural markets,
and rural development was used as a buffer to mitigate budget tensions in the
economy. This claim is confirmed by the much higher variability of agricultural
budget expenditure after excluding “fixed” expenditure on ASIF and expenditure
from European funds. Expenditure from EU funds under the first pillar of the
CAP was fairly stable, while slightly greater variability was observed in the funds
of the so-called second pillar (under successive RDPs: 2004-2006, 2007-2013 and
2014-2020). In general, however, since 2004, European funds have had a sig-
nificant impact not only on the surge in the volume of public funds allocated
to agriculture, but they have also stabilised budget expenditure on agriculture,
which, together with these funds, showed much lower variability, compared to
expenditure coming only from the national budget with and without ASIF, which
will be discussed later.

The importance of European funds for the agricultural budget is evidenced
by the fact that, excluding subsidies to ASIF, the expenditure of this budget in
2020 expressed in constant prices was 352.3% higher than in 1995. However, if
we excluded European funds and ASIE national spending on agriculture in 2020
would be higher in real terms by only 37.7% compared to 1995. The average an-
nual growth rate of budget spending on agriculture (without ASIF, but with EU
funds) was 6.5% in the period in question, compared to 1.1% in the pre-accession
period, and 8.8% between 2004 and 2020. If we take into account expenditure
on agriculture only from the national budget without ASIE it turns out that the
national agricultural budget between 1996 and 2003 was shrinking in real terms
by 2.7% year to year. Only since 2004, due to the need to partially cover the
expenses realised with the use of EU funds with the national budget (e.g. direct
payments), did average expenditure of this budget grow, by 3.2% year to year.

In the pre-accession period, between 1995 and 2003, expenditure on agricul-
ture (in constant prices) per ha of UAA (utilised agricultural area) increased by
42% in real terms, while per 1 AWU (annual work unit) it increased by 95.4%.
Rapid growth of this expenditure in terms of land and labour resources in agri-
culture took place in the first years of Poland’s membership in the EU, i.e. be-
tween 2004 and 2008 (Table 2). In 2008, this expenditure reached the highest
level in the whole analysed period. Compared to 1995, it was higher in real terms
per 1 ha of UAA by 225.8%, while per 1 AWU, it was higher by 365.5%. This
difference results from a faster decrease in labour resources in agriculture com-
pared to the agricultural land resources in the pre-accession period and in the
first years of the EU membership. Since 2009, we observe a decrease and then
a relative stabilisation of agricultural budget expenditure (from 2010 to 2014).
On the other hand, between 2015 and 2019, there was a downward trend in agri-

5 Full time equivalent of 2 120 hours of work per year. It is assumed that there can be no more than
1 AWU per 1 person.
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cultural spending per 1 ha of utilised agricultural area and per full-time employee
in the sector (Table 2), which was only slightly offset in 2020. Despite this trend,
the level of agricultural spending in the whole post-accession period, including
the last years of the examined period, was between 1.5 and 3.5 times higher than
in the pre-accession period.

If we look at the share of the agricultural budget together with ASIF in the to-
tal state budget spending, we can see that, in the pre-accession period, it amount-
ed to 10.9% on average, showing some annual fluctuations with a slight upward

Table 2

Total expenditure of the agricultural budget (in constant prices of 2020) per 1 ha of
agricultural land and per full-time employee in agriculture (AWU) in 1995-2020

Agricultural budget expenditure Agricultural budget expenditure
Year per 1 ha of UAA per AWU
PLN 1995 = 100 PLN 1995 = 100
1995 1360.6 - 7011.1 -
Avg. 1996-1999 1494.0 109.8 9124.7 130.1
Avg 2000-2003 1747.1 128.4 12 364.8 176.4
2004 22535 165.6 16 114.9 229.8
2005 2565.9 188.6 17 811.7 254.1
2006 2863.0 210.4 20423.4 291.3
2007 3 664.5 269.3 25 786.7 367.8
2008 44328 325.8 32633.9 465.5
2009 36794 270.4 26 791.6 382.1
2010 3 863.6 284.0 28 426.1 405.4
2011 3359.6 246.9 27599.1 393.7
2012 34833 256.0 27997.9 399.3
2013 3727.5 274.0 29 876.0 426.1
2014 3863.2 283.9 31379.5 447.6
2015 3973.1 292.0 35918.2 5123
2016 3934.0 289.1 35166.4 501.6
2017 3558.9 261.6 31 048.9 4429
2018 35143 258.3 30779.3 439.0
2019 3341.1 245.6 29390.0 419.2
2020 33742 248.0 29 660.8 423.1

Source: Based on data from Ministry of Agriculture and Rural Development, Statistical Yearbook of Ag-
riculture and Rural Areas 2007, Statistical Yearbook of Agriculture 2008 and subsequent years until 2020,
CSO, Warsaw 2008-2021, Small Statistical Yearbook of Poland 2021, CSO, Warsaw 2021, and Eurostat data:
https://appsso.eurostat.ec.europa.eu.
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trend (from 9.5% in 1995 to 11.6% in 2003). Since 2004, we observe a clear in-
crease in the share of agricultural budget expenditure in the state budget expend-
iture, from 13.5% in 2004, up to 20.6% in 2008. The following year saw a decrease
in this ratio and its relative stabilisation at the average of 16.5% between 2009
and 2014 (Figure 1). Since 2015, however, there has been a steady trend towards
a decrease in this ratio, from 16.7% in 2015 to 9.8% in 2020. Such a trend means
that agriculture is losing its importance in the allocation and redistribution of
public funds through the budgetary mechanism.

This discrimination of agriculture in the state fiscal policy is even more evi-
dent when we consider domestic spending on agriculture, agricultural markets
and rural areas, i.e. without European funds (Figure 2).

The share of domestic expenditure on agriculture (including ASIF) in the to-
tal state budget expenditure in the pre-accession period, as mentioned above,
was 10.9% on average, while without ASIF it was 2.6%. In the first years of EU
membership (2004-2008), the average share of agricultural expenditure in the
state budget increased to 12% and 5.4% respectively, showing a clear upward
trend (Figure 2). In 2008, this share reached the highest level in the entire period
under study, i.e. 15.2% and 9.5%, respectively. In the following years, however,
we can see a clear downward trend in these figures to the level of only 5.6%
(expenditure with ASIF) and 1.8% (without ASIF). Between 2009 and 2020, the
average share of domestic spending on agriculture in the state budget was 8.3%
including ASIF, while without ASIF it was 3.3%.

In the national budget spending on agriculture, the subsidy to ASIFE, which ful-
fils the objectives of the redistributive fiscal policy, is of essential importance. In
the pre-accession period, its share in this budget amounted to 76.2% on average.
After Poland’s accession to the EU and inclusion of agriculture in the CAP sup-
port, ASIF’s share in the national budget expenditure decreased to an average
of 55.8% in 2004-2012, which resulted from allocating more funds as a national
contribution under direct payments and other CAP instruments. This reduction
in the share of ASIF in the national agricultural budget also marked a qualitative
shift towards greater importance of allocative and stabilising objectives of agri-
cultural policy relative to redistributive (income-social) objectives (Czyzewski,
Kata, Matuszczak 2019). Since 2013, we observe a renewed increase in the share
of ASIF subsidies in the national agricultural budget from 60% (2013) to even
68.5% (2016). On average, between 2013 and 2020, this share was 65%.

4. Variability of the agricultural budget expenditure
of Poland in 1995-2020 against the background
of GDP dynamics and state budget expenditure

Data on the annual rate of change of total agricultural budget expenditure against
the rate of change of GDP and state budget expenditure indicate that gross do-
mestic product was the relatively most stable quantity in 19962020 (Figure 3).
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When expressing all quantities in current prices, uninterrupted year-on-year
GDP growth is observed throughout the period covered by the analysis. How-
ever, in 2020 GDP grew only in current prices (1.3%), whereas it fell by 2.7% in
real terms.® Compared with positive GDP growth, state budget expenditure also
showed an upward trend, but were subject to much higher year-to-year variabil-
ity. In the period under review, there were years (1999, 2010 and 2014) when,
despite the growth of GDP in current prices, state budget expenditure declined in
both nominal and real terms. The real decrease in state budget expenditure rel-
ative to the previous year occurred in six years in the period under review (apart
from the previously mentioned years: 1996, 2000 and 2011).

In comparison with real expenditure of the whole state budget, agricultural
budget spending in Poland showed much greater variability (Figure 3). Usually,
the direction of change in agricultural budget expenditure was similar. However,
in five years of the studied period, an increase in state budget spending was ac-
companied by a decrease in agricultural budget spending. These were the years
2009, 2011, 2016-2017 and 2019. On the other hand, the opposite situation, i.e.
an increase in real spending of the agricultural budget with a decrease in state
budget spending, occurred in 2010 and 2014.

Taking into account the real (2020 prices) rate of change in absolute terms,
the average annual change in state budget expenditure was 4.4% in the period
under study, while the average change in total agricultural budget expenditure
(including ASIF and European funds) was 7.3% (Table 3).

Compared to the 1995 level, GDP between 1996 and 2020 increased nominal-
ly (in current prices) by 573.5%, while in constant prices, it rose by 139.4% (defla-
tor — CPI index). During this period, state budget expenditure grew nominally by
453.7%, while in real terms by 96.9%. These figures indicate that the secondary
distribution (redistribution) of GDP through the budget mechanism decreased,
as the economy was growing faster than state budget spending.

The agricultural sector remains an important target for budget financing.
During the 25-year period covered by the study, in 15 years the growth rate of ag-
ricultural spending exceeded the growth rate of state budget spending (Table 3).
However, these higher increases occurred mainly in the pre-accession period and
the first years of EU membership. Compared to 1995, total real spending on ag-
riculture grew at a very similar rate to the state budget (103% vs. 96.9%). Thus,
despite fairly noticeable deviations in the annual rate of change of agricultural
expenditure and state budget expenditure, one should consider that the growth
rate of these two quantities was relatively balanced.

The average annual GDP growth rate in constant prices between 1996 and
2020 was 3.8%, whereas in the pre-accession period (1996-2003) it was 2.7% on
average, and after Poland’s accession to the EU, it averaged 4.3%. This proves
that Poland’s accession to the EU, and thus access to the common market and
European funds, was an important pro-growth and pro-development impulse for

6 CSO, Annual macroeconomic indicators — part II1, https://stat.gov.pl/wskazniki-makroekonomiczne/.
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the Polish economy. On the other hand, the average annual growth rate of state
budget expenditure expressed in constant prices amounted to 2.2% over the en-
tire quarter of the century under review, with pre-accession and post-accession
periods of respectively 0.4% and 2.9% (year-on-year). Compared with these fig-
ures, the total agricultural budget grew faster in the period under study, because
the average growth rate of this expenditure was 3.0% (year-on-year).

Interestingly, the average growth rate of the total agricultural budget was
slightly higher in the pre-accession period (3.1%) than between 2004 and 2020
(2.9%). However, this results from a very high increase in the agricultural budget
spending in the first years after Poland’s accession to the EU (the average annual
growth rate between 2004 and 2008 was as high as 18.1%), and then their steady
decline in subsequent years. However, if we relate the real level of budget ex-
penditure on agriculture to 1995, then in the pre-accession period (1996-2003) it
was higher by 15.9% on average, while in the post-accession period (2004-2020)
it was higher by 121.1% on average. For comparison, the corresponding figures
for state budget expenditure are —0.6% in the pre-accession period and 40.3% in
the post-accession period. Thus, accession to the EU had a positive impact on the
amount of state budget expenditure, but the impact of this event on the growth of
the total agricultural budget was much stronger.

The estimated linear trend function for real values of agricultural budget
expenditure (in total, and also without ASIF) confirms that this expenditure,
similarly to GDP and state budget spending, showed an increasing tendency in
19962020 (Table 3). However, the values of the R? coefficient for the defined
trend equations prove that budget spending on agriculture was characterized by
much greater deviations from the trend line in relation to GDP and state budget
expenditure. This indicates that this spending was less stabile in comparison to
these macroeconomic values. The estimated linear trend function for real value
of agricultural budget spending (in total, and also without ASIF) confirms that
this spending, similarly to GDP and state budget expenditure, showed an increas-
ing tendency in 1996-2020 (Table 3). However, the values of the R? coefficient
for the defined trend equations prove that budget expenditure on agriculture was
characterized by much greater deviations from the trend line in relation to GDP
and state budget expenditure. This indicates its lower stability in comparison to
these macroeconomic values.

Data on the dynamics of agricultural expenditure in the pre-accession and
post-accession period should be viewed from the perspective of the volume of
funds allocated to this sector. It is true that in several years in the pre-accession
period the growth rate of total agricultural budget was higher than that of GDP
and the state budget, but this was caused by the low level of this expenditure
in the years preceding Poland’s membership in the EU. The growth rate of ag-
ricultural spending in 14 out of the 25 years covered by the study (1996-2020)
was higher (sometimes slightly) than the GDP growth rate. This was true for
both the pre-accession and post-accession period, but in the latter case — as
was shown — the volume of funds allocated to agriculture was much higher.
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However, there were years when the growth of GDP was clearly higher than the
increase in spending on agriculture (this was particularly the case from 2015 to
2019). As a consequence, in the balance for the entire period under study, real
GDP growth was higher than the growth of total agricultural budget expendi-
ture (the cumulative growth rate was higher by 36.4 p.p.). Thus, the hypothesis
that agriculture was fed from public funds in a relatively balanced way relative
to GDP is not defensible. This disproportion in the dynamics of GDP and the
total agricultural budget to the detriment of the latter partly stems from the
halt of the trend for rapid growth in agricultural spending since 2009 (after it
reached a high level due to the implementation of CAP instruments). On the
other hand, the stabilisation and even a real decrease in the amount of the ag-
ricultural budget (from 2016 to 2019) was accompanied by relatively high GDP
growth.

The trend of decreasing spending on agriculture in relation to GDP should
be considered in the context of the economic development of the country,
where usually agriculture shrinks in terms of its contribution to GDP, but also
as a result of the flow of land and labour resources from agriculture to other
sectors of the economy. Therefore, it is difficult to expect that with relative-
ly high GDP growth and economic development implying structural changes
in the economy, agriculture is the sector benefiting more than average in the
process of budgetary redistribution of national income relative to other sectors
of the economy. On the other hand, however, due to the frailty of the market
mechanism in the reproduction and allocation of resources in the agricultural
sector, which depreciates agriculture for many reasons that have already been
mentioned, the budget mechanism needs to retransfer the economic surplus
which “leaks” from agriculture to the other sectors.” There is also still the un-
resolved problem of income disparity of farmers and the deepening income
inequalities within the agricultural sector (Kata 2020). Budgetary spending on
agriculture may, therefore, have a lower growth rate than GDP, but this should
not happen at the expense of achieving the objectives of the agricultural policy
for this sector.

Maintaining about 16.5% share of total public spending on agriculture (na-
tional and EU) relative to the state budget in 2009-2015 was due to European

7 The research by B. Czyzewski and Mréwczyfiska-Kamifiska (2011) showed that in the long term there
is a drainage of the surplus generated in the agricultural sector through the price formation mechanism of
goods sold and purchased by farmers (the so-called price scissors). During the economic downturn, agri-
culture suffers losses that are disproportionate to the real changes in its productivity, and in the period of
economic recovery, the received rents do not fully compensate for previously incurred losses. It is estimated
that as a result of these phenomena, in a hypothetical business cycle lasting 10 years, an annual average of
7-8% of the real global production of agriculture in Poland is subject to drainage. This “drainage of sur-
plus” from agriculture is particularly noticeable in the countries of Central and Eastern Europe, including
Poland. It was felt especially in the initial period of economic transformation, but also earlier, when the
industrialization of the economy took place, and later, after integration with the EU, which diversifies agri-
cultural income also between EU countries (Runowski 2018).
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funds, since national funds had been declining since 2009 in nominal and real
terms. In turn, the decrease in the ratio of the agricultural budget to state budget
expenditure from 2016 to 2020 (from 14.9% to 9.8%) was due to some stagna-
tion and even a nominal decline in agricultural expenditure (from domestic and
EU funds). On the other hand, the fairly rapid increase in state budget expendi-
ture during this period was caused by the launch of new social programmes (e.g.
“500+” and others) and an increase in investment outlays financed from the
state budget.

5. Conclusions

The data presented in this article and the analyses conducted on their basis indi-

cate that:

1. For many years, budget expenditure allocated to the agricultural sector in
Poland was an outcome of a compromise between what was necessary and
what was possible. At the same time, it cannot be said that this sector of the
economy was somehow favoured, which would increase its competitiveness
compared to other branches. However, it is justified to claim that until 2003
the level of this spending was stable, but very low, which did not allow the
adopted priorities of the state economic policy, restructuring the agricultural
sector, to be achieved.®

2. Since 2004, after the integration with the EU, the situation has changed sig-
nificantly, both quantitatively and qualitatively. The analysis of budgets proves
that it is mainly thanks to the co-financing of EU funds and programmes, as
well as supplementary financing of area subsidies (direct, including RDP from
the 2nd pillar) by the national budget, that expenditure on the agricultural
sector has increased in real terms, stabilising at about 2.5 times higher level
than in the pre-accession period. In this state of affairs, it became possible to
implement pro-development, restructuring objectives in the national agricul-
tural policy.

3. Pro-development objectives in Poland’s budgets were clearly undervalued be-
fore the EU integration, which probably occurred because the social objectives
competed for funding (ASIF). After EU integration, the situation changed
significantly. The earlier trend of socialisation of budget spending was halted
in favour of the increase of expenditure on structural changes in agriculture
and rural areas (incidentally financed mainly from EU funds). The analysis
of budget acts indicates that the share of ASIF expenditure in total projected
expenditure of the state budget declined by almost half since 2002, to increase

8 It was about, for example, allocating funds for structural pensions, afforestation of land, as well as
outlays for the implementation of tasks in the field of biological progress, subsidies for milk in the extra
class, construction of the IACS system (integrated administration and control system), as well as for the
continuation of the tasks of the Agricultural Chambers.



,Ekonomista” 2022, nr 1
http://www.ekonomista.info.pl

60

Andrzej Czyzewski, Ryszard Kata, Anna Matuszczak

significantly again in recent years. Unfortunately, this causes an imbalance
between both objectives, as the social objectives is overvalued (the level of
expenditure on ASIF is characterized by a minimal upward tendency, with
the number of beneficiaries stabilising), while the pro-development objectives
are depreciated, due to the shrinking EU funds, and thus the total amount of
expenditure on the agricultural budget decreases. It is also worth noting that
expenses on ASIF had a somewhat classic stabilising function. Their model-
ling role consisted in the fact that they largely generated agricultural income
through social transfers in the pre-integration period, thus compensating for
shortages resulting from the neglected reproduction processes.

Since the beginning of integration, flows of funds between the EU and Po-
land for agriculture, rural development and agricultural markets have had net
effects on Poland, by producing restructuring and pro-development effects,
although their rate has been systematically decreasing for several years (since
2017). It should be added that the total amount of funds transferred to Poland
by the EU in successive years was many times higher than the contribution
paid by Poland, which further supports the idea that agriculture and the rural
areas in Poland are the main net beneficiary of Poland’s EU integration pro-
cess.’?

. Agriculture, if we measure the benefits for this sector through budget expend-

iture transferred to farmers, agricultural markets and rural areas, benefited
from the fruits of economic growth in the past quarter of the century in a dis-
proportionate degree, as the growth rate of the agricultural budget lagged
behind the growth of GDP. This also applies to the post-accession period.
This leads us to reject hypothesis H1. However, if we “purge” agricultural
expenditure from expenditure on ASIF, then the trend is different, pointing
to above-average benefits for agriculture, but this concerns the post-accession
period, where the average annual growth rate of agricultural expenditure was
twice as high (8.8%) as the average growth rate of GDP at constant pric-
es (4.3%).

The average growth rate of total agricultural budget expenditure (including
domestic and EU funds), was slightly higher than the growth rate of state
budget expenditure. However, such a trend is due to the large transfer of CAP
funds to agriculture. It was the inflow of EU funds since 2004 that stopped the
gradual discrimination of agriculture in terms of support from public funds,
expressed by a successive real decline in spending on agriculture, agricultural
markets and rural areas in the national budget. However, in the last years

9 For example, in 20102019, Poland’s contribution to the EU budget ranged from PLN 14.8 billion

(2010) to PLN 21.7 billion (2019), while expenditure financed from the EU budget (under the WB) ranged
from PLN 48.1 billion to PLN 70.9 billion. The share of agriculture in expenditure financed from the budget
of European funds in this period ranged from 45.6% (2016) to 28.2% (2019,) and constituted the largest item
(on average about 1/3) in the sectoral structure of state budget expenditure including the EEB (NIK 2012;
NIK 2017; NIK 2020).
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of the period under study (2015-2020), a relatively sustained trend of faster
growth of state budget expenditure compared to the total agricultural budget
can be observed. The difference in the growth rate of expenditure against ag-
riculture ranges annually from 3.2 p.p. to 14.1 p.p. Therefore, these results do
not provide a basis for acceptance of hypothesis H2, which assumes that Po-
land’s agricultural budget spending in the whole post-accession period shows
higher growth than general government spending. A trend over recent years
(from 2014) indicates a gradual decline in the importance of agriculture in
budget expenditure in favour of other sectors and spheres, such as, among
others, municipal economy and environmental protection, health care, na-
tional defence, public security, education, higher education and science, social
policy and family (NIK 2017; NIK 2020).

. The importance of agriculture in the economy should be considered in the con-
text of its position and role in the entire food complex, which is one of the most
important complexes in the Polish economy, given the employment of workers,
value of production and positive trade balance with foreign countries. Moreover,
agriculture and rural areas are crucial for sustainable economic development of
the country. In the context of economic, social, environmental and climate/en-
ergy challenges, agriculture, like several other sectors in the economy, requires
a long-term, sustainable economic policy, within which budgetary spending is
essential. Agriculture faces further challenges in terms of technology, energy
transition, social issues (depopulation of many rural areas), climate and others.
The pro-development reduction of budget spending on agriculture, support-
ing further structural transformations and adjustment processes of agriculture
to contemporary challenges, observed in recent years, must trigger warranted
concerns. This leads us to further consider budget expenditure on agriculture.
It seems that in order to meet the above-mentioned challenges, public spending
on agriculture should not decrease, and should be shifted towards instruments
supporting sustainable development of agriculture, including in particular inno-
vativeness and processes of adjustment to climate and energy challenges, and
more broadly to environmental (natural) and social challenges.

Received: 25 September 2021
(revised version: 2 December 2021)
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EXPENDITURE OF POLAND’S
AGRICULTURAL BUDGETS IN THE CONTEXT
OF SELECTED MACROECONOMIC RELATIONS

Summary

The article analyses the dynamics and structure of agricultural expenditure in Polish
state budgets in 1995-2020, which is the basis for considerations on the relationship be-
tween budget expenditure on agriculture and the dynamics of GDP and the dynamics of
the state budget. The analysis concerned both nominal values and values adjusted by the
CPI inflation index. In the pre-accession period (1995-2003) real spending on agricul-
ture, excluding subsidies to ASIF, showed a downward trend. The situation changed after
Poland’s accession to the European Union. In 2004-2009, there was a rapid increase in
the total agricultural budget (including national and EU funds) and a change in its struc-
ture towards pro-development goals. At the same time, agricultural budget expenditure
became largely dependent on European funds. Since 2009, a stabilisation of real spend-
ing on agriculture can be observed, and between 2015 and 2019 even a slight downward
trend, with a renewed increase in redistributive objectives in the spending on agriculture
and rural areas. The Polish agriculture benefited unevenly from the effects of economic
growth recorded between 1995 and 2020. However, taking into account only develop-
ment expenditure on agriculture (excluding social expenditure, or ASIF), above-average
benefits of the analysed sector are observed. Moreover, the average growth rate of total
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agricultural budget expenditure (including domestic and EU funds), was slightly higher
than the growth rate of state budget expenditure.

Keywords: budget expenditures, GDP, agriculture, CAP, GDP, ASIF
JEL: E62, H60, Q18

WYDATKI BQDZETOW ROLNYCH POLSKI
W KONTEKSCIE WYBRANYCH RELACJI
MAKROEKONOMICZNYCH

Streszczenie

W artykule dokonano analizy dynamiki i struktury wydatkéw na rolnictwo w budzetach
Polski w latach 1995-2020, co jest podstawa rozwazan na temat relacji mi¢dzy wydatkami
budzetowymi na rolnictwo a dynamika PKB i dynamika budzetu pafistwa ogdétem. Ana-
lizie poddano zaréwno wielkoS$ci nominalne, jak i urealnione o wskaznik inflacji CPIL.
W okresie przedakcesyjnym (1995-2003) realne wydatki na rolnictwo, z pomini¢ciem do-
tacji do KRUS, wykazywaly tendencje spadkowa. Sytuacja ulegta zmianie po przystapie-
niu Polski do Unii Europejskiej. W latach 20042009 nastapit skokowy wzrost budzetu
rolnego ogdlem (obejmujacego Srodki krajowe i srodki UE) oraz zmiana jego struktury
w kierunku celdéw prorozwojowych. Jednocze$nie wydatki budzetu rolnego w znacznym
stopniu zostaly uzaleznione od funduszy europejskich. Od 2009 r. mozna obserwowaé
stabilizacje realnych wydatkow na rolnictwo, a w latach 2015-2019 nawet nieznaczng ten-
dencj¢ spadkowa, przy ponownym wzroscie celow redystrybucyjnych w strukturze wydat-
kéw na rolnictwo i obszary wiejskie. Rolnictwo w nieréwnym stopniu korzystato z efek-
téw wzrostu gospodarczego notowanego w latach 1995-2020. Jednakze biorac pod uwage
tylko wydatki rozwojowe na rolnictwo (bez wydatkdw socjalnych — KRUS), obserwuje si¢
ponadprzeci¢tne korzySci analizowanego sektora. Ponadto Srednie tempo wzrostu wy-
datkow budzetu rolnego ogétem (obejmujacego Srodki krajowe i Srodki UE) byto nieco
wyzsze od tempa przyrostu wydatkdéw budzetu panstwa.

Stowa kluczowe: wydatki budzetowe, PKB, rolnictwo, WPR, KRUS
JEL: E62, H60, Q18

PACXO/IbI CEJIbCKOXO3SMCTBEHHOI'O
BIOUKETA IIOJIBIIIN B KOHTEKCTE OTAEJIbHBIX
MAKPOSKOHOMHWYECKHX OTHOINEHUA

Pe3ome

B crarpe mpou3sBeneH aHaIU3 TMHAMUKY M CTPYKTYPBI paCX0O0B Ha arpapHbIil CEKTop B O101-
xete [Tompm B 1995-2020 roxax. [laHHble aHaTM3a TOCTYXHIIM OCHOBAaHUEM JUIS U3y4CHUS
B3aMMOCBSA3H MEXAY pacxoJaMy OI0fKeTa Ha CeJIbCKOE X035HCTBO ¢ OHOM CTOPOHBI U IUHA-
mukoit BBII a Takxe AuHAMHKON TOCOIOMKETA B IIEJIOM, ¢ Ipyroi. Beuh nMpoaHamM3upoBaHbI
KaK HOMUHAJIbHBIC BEJIMYMHBI, TAK ¥ BEJTMYMHBI, CKOPPEKTUPOBAHHBIC HA ITOKA3aTeNb MHQIIS-
i CPIL. B mepuon moaroroBku k BerymieHuo B EC (1995-2003), peanbHbIe pacxons! Ha
cenbcKoe x03s1iicTBo, 6e3 yueta cyocunuii B KPYC (Kacca cenbckoXo3siiiCTBEHHOTO CTPaxo-
BaHMs), UMEJN TeHJCHLUIO K CHIKeHUI0. CUTyalus n3MeHWIach nocie BeTymienus [lonpmun
B EBponeiickuii coro3. B 20042009 rogax mpou30o1uio pe3koe yBeJInYeHHe 00IIEeTo CeTbCKO-
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XO035IHICTBEHHOTO Oro/KeTa (BKIIOYAIOLIETO OTEUECTBEHHBIE U eBponelickue GOoHIbI) U U3Me-
HEHHUE €r0 CTPYKTYPhl B CTOPOHY Iiesiel pa3BuTHs. [Ipu 3TOM pacxofpl CebCKOXO3SHCTBEH-
HOTO OIOJDKETA B 3HAYUTEIFHOM CTEIIEHH CTaIM 3aBUCETh OT eBporelickux neHer. C 2009 roma
HaOMFOaeTCsl CTaOMIIN3alHs pealbHBIX PAacXOl0B Ha CENbCKOe XO35HCTBO, a B 2015-2019
ronax (pUKCHpyeTcs dake He3HAYMTEeNbHas Majaromas TeHASHINS Hapsay ¢ POCTOM Ieiel
nepepacnpesielieHusi B CTPYKType pacxXoJOB Ha CEIbCKOE XO3SIMCTBO U CEIbCKHE PaiOHBI.
Cenbckoe XO3IHCTBO B PA3IUUHON CTENEHH BOCIOJIB30BaNIOCh 3(h(heKTaMyu 3KOHOMUYECKOTO
pocra 2015-2020 ronoB. YuuThIBasi TONBKO pacxolbl Ha pa3BUTHE (6€3 COLMAIBbHBIX Pacxo-
noB — KPYC), MO)XHO KOHCTaTUpOBaTh, YTO OIArompruOOpETCHUST aHAITM3UPYEMOTO CEKTOopa
HaxXOIWJINCh HAa YPOBHE BhIIIE cpenHero. Kpome Toro, cpenHuii TeMn pocta pacxooB Cellb-
CKOXO3HCTBEHHOTO OIO/keTa (BKIIOYAIONIETO HAlMOHAIBHBIE M eBponerickue GoHIbl) ObLI
HEMHOTO BBIIIE, YeM TEMII POCTa PACXOA0B BCETO TOCOIOMKETA.

KunroueBsble coBa: GromketHsle pacxonsl, BBII, cembckoe xo3siicto, O0mas arpapHas 1mo-
mmtuka, KPYC

JEL: E62, H60, Q18



