Technical University of KoSice, Faculty of Econonts
2" Central European Conference in Regional Scien€ERS, 2007 —229 —

Structural Funds and the socio-economic developmef Poland —
selected aspects

MALGORZATA DZIEMBALA
The Karol Adamiecki University of Economics
Department of International Relations
K.Putaskiego 25, 40-276 Katowice
Poland
md@ae.katowice.pl

Abstract
Poland is characterized by lower level of sociorerpic
development relative to the EU-15 member stateseower, there is
significant divergence between its regions. Theefthe conducting
of a suitable pro-development policy is a necessigy one which
would counter the emergence of new disproportiarth@ deepening
of the existing ones, and at the same time, whiohlgv contribute
towards the convergence of the state as a wholerventions
realized out of the EU funds may have a multifatetéfect on the
economic development of the poorest states, leairige speeding
up of their socio-economic development and to thevergence of
their economies relative to the richest EU membses.
The article presents the magnitude of the transfaxde out of the EU
funds to Poland after its accession to the EU. I$b goortrays
the basic macroeconomic effects in the contextcohemic growth
and of the labour market, as well as microeconamies, which can
be experienced by Poland, or which have already les&enced in
the post-accession period.
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1 The EU funds for Poland during the years 2004-2@L

In the new, 7-year period of European cohesidicyp@rogramming, i.e. in the years
2007-2013, Poland has been covered in its entiogtyhe Convergence objective, which
relates to the regions of lower level of socio-emoit development (indicated by the
GDP/capita indicator under 75% of the EU-25 aveyraged by the European Territorial
Cooperation objective (only eligible areas). Thexipd saw Poland obtaining the largest
allocation of the EU funds out of the EU membettesawhich amounted to Euros 67,3
billion from the structural funds and from the Csio® Fund. These means support the
realization of the National Strategic Referencenteéaork (NSRF) and for the operational
programmes (OP) implemented within the Convergeotgjective there shall be earmarked
over Euros 66,5 billion (in current prices). Thanstitutes a significant change in comparison
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to the previous programming period, when the fim@nmeans allotted to Poland were
incomparably smaller (as they were assigned onlytHe period 2004-2006), and thus, the
effects of the realized interventions in the newiqeeof implementing of the cohesion policy
should be well marked. In the years 2004-2006 atleeation for Poland amounted to Euros
8,3 bhillion out of the structural funds for the financing of the operational programmes,
Euros 0,35 billion from the Community Initiativesogrammes INTERREG IIl and EQUAL,
and Euros 4,2 billion from the Cohesion Fund, whsrat the same time, national funds also
constituted the source responsible for co-finan€@®yf[1],[2]). A comparison of the volumes
of financial funding as assigned to Poland in tearg 2004-2006 and 2007-2013 under the
respective operational programmes has been providadbles 1 and 2.

Table 1. Allocation of structural funds assignedRoland for the co-financing of the
operational programmes in the years 2004-2006 & ararent prices)

Allocation of the EU funds as
assigned for the individual
: EU funds, . .
Operational programmes : programmes in relation to the
in Euros .
overall EU support (in
percentage)
OP Improvement of the competitiveness 1251 098 419,00 15,12
of enterprises
OP Human resources development 1470033Q216,0 17,76
OP Transport 1163 384 465,00 14,06
OP Restructuring and modernization of 1192 689 238,00 14,41
the food sector and development of rural
areas
OP Fisheries 201 832 064,00 2,44
Integrated Regional Operational 2 968 470 769,00 35,87
Programme
OP Technical support 28 304 465,00 340,
Community Support Framework (total) 8 275 812 636,00 100,00

Source: Podstawy Wsparcia Wspdlnoty. Promowanie rozwoju pggdarczego i warunkéw
sprzyjapcych wzrostowi zatrudnienia Brussels-Warsaw, December 2003, pp. 136-137,
(http://www.funduszestrukturalne.gov.pl/NR/rdonist@AE9823-CD76-4125-A6E2-
D7D340AB5E50/22278/pww_pl300805.pdf , 28.09.2007).

In the years 2007-2013, operational programmesevaamrk has been changed and it
should be observed that in every single voivodeshgre shall be implemented a regional
operational programme. Their share in the executibthe National Strategic Reference
Framework shall have the European Regional Devetoprrund (ERDF), the European
Social Fund, and the Cohesion Fund (figure 1).
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Table 2. Operational programmes co-financed bythestural funds and the Cohesion Fund
in the years 2007-2013 under the National Strategference Framework,
in Euros, in current prices

Operational EU funds, in Euros % Funds’ share in the co-financing of the
Programmes programmes (in Euros)
ERDF ESF  |Cohesion Fund
OP Innovative 8 254
economy 8 254 885 280,00 12,52 885 280.0D
. 9 701
OP Human Capital 9 707 176 000,00 14,72 176 000,00
OP Infrastructure 5 737
nd Environment 27 913 683 774,00 42,32 330 000,00 22 176 353 774,(
OP Development of 2 273
Eastern Poland 2273 793 750,00 3.45 793 750,00
16 Regional 16 554
Operational 16 555 614 188,00 25,10 614 188,00
Programmes
Technical support 516 700 000,00 0,78 516 700 000,90
OP European
Territorial 731 092 675,00 1,11 731 092 675,00
Cooperation
Total 65 952 945 667,00 100,00
Performance
reserve (ERDF, 1 331 304 099,00
ESF)
National Strategic i
34 064 970
Reference 67 284 249 766,00 415 893,00 176 000’082 176 353 774,(
Framework (total)

Source: on the basis dfarodowe Strategiczne Ramy Odniesieniap.cit. pp. 122-123.
Figure 1. The share of the individual funds in tbalization of the NSRF, 2007-2013

Cohesion Fund
33%

European Social Fund
15%

European Regional Development
Fund
52%

* does not take account of the means from strutcfurals assigned for the performance reserve.

Source: on the basis of data presented in table 2.

0

0

As appears from the presented data, the majoritgomhmunity funding shall be
assigned for the co-financing of the OP Infrastiietand Environment. A significant role as
a support mechanism shall be played by the ERDARstitating over 50% of the overall
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volume of community funding as allotted to Polatidshould also be noted that the means
from the EU funds shall also be targeted for kepjguts. Overall, on a nationwide scale, there
shall be executed 350 of these types of projeawggts from the main list and from the
reserve list); these strategic projects shall cowsieuros 42,5 billion from the allocation
total[3].

2 The influence of assistance from the EU funds dhe socio-economic
development of Poland

The influence of interventions through the prograesnco-financed by the EU funds
may be seen in two dimensions: in macroeconomi@dgn and in microeconomic one[4].
This foreign aid through various channels may affee economy, thus playing a part in the
speeding up of economic growth. Poland is one ofELD countries, for which there are
forecasts of relatively high GDP growth in the cogiyears (table 3).

Table 3. Growth of GDP in the EU-10 countries ia yfears 2000-2006
and forecast for the years 2007-2008 (in %, in camspn with previous year)

Specification 2000 | 2001| 2002 2003 2004 2005 2006 2007* 2Q08*
EU- 25 3,9 2,0 1,2 1,3 2,4 1,8 2,9 2,8 2,6
EU-15 3,8 1,9 11 11 2,3 1,6 2,8 2,7 2,5
Cyprus 50 4,0 2,0 1,8 4,2 3,9 3,8 3,8 3,9
Czech Republic 3,6 25 1,9 3,6 42 6,1 6,1 4.9 49
Estonia 10,8 7,7 8,0 7,1 8,1 10,5 114 8,7 8,2
Lithuania 4,1 6,6 6,9 10,3 7,3 7,6 7,5 7,3 6,3
Latvia 6,9 8,0 6,5 7,2 8,7/ 10,6/ 11,9 9,6 7,9
Malta na. -1,1 1,9 -2,3 0,4 3,0 2,9 3,0 2,8
Poland 4,3 1,2 14 3,9 5,2 3,6 6,1 6,1 55
Slovakia 0,7 3,2 4,1 4,2 54 6,0 8,3 8,5 6,5
Slovenia 4,1 2,7 3,5 2,7 4,4 4,0 5,2 4,3 4,0
Hungary 8,0 4,1 4,4 4,2 4,8 4,1 4,0 2,4 2,6

*forecasted figures
Source:Ocena posipow Polski.., op.cit., p. 8.

However, it is necessary to keep up the high padeanomic growth so as to shorten
the period of “catching up” with the EU countrigs terms of economic development. As
appears from table 4, the achievement by Polanieolevel of economic development of the
EU-27 countries may come to being, at earlies(h7, depending on the pace of economic
growth, and so the period of catching up the gromag extend considerably. Depending on
the pace of economic growth attained — in 2020, E&#ita in Poland may constitute
something from 71% to 120% of the average GDP lfrahe EU-27.
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Table 4. The scenarios of attainment by Polant@fdvel of economic development of EU-27

and of EU-15
Specificat| Average rate of | GDP pernn  Hypothetical rate of growth of GDP in Poland, assgthe
ion GDP growth, in %,| capita in remaining countries attain average rate from
in the years 20014 PPP terms, the years 2001-2006
2006 in  Euros 4% 5% 6% 7% 8%
(1.000), in
2006 L :
The year of attaining by Poland of the GDP per teapi
EU-27 1,9 23,6 2037 2027 2022 2019 2017
EU-15 1,8 26,5 2040 2030 2024 2021 2019
Poland’s level as % of the level
in 2006 in 2020
EU-27 53 71 81 93 106 120
EU-15 48 64 74 84 96 109

Source:Ocena posgipoéw Polski.., op.cit., p. 11

Potential macroeconomic effects of the utilizatiomf EU funds

The analysis of potential macroeconomic effectsntérventions realized through the
EU funds (structural funds and the Cohesion Fusdganducted with the use of various
macroeconomic models, i.a. HERMIN type. These nwdet devised for peripheral areas of
the EU, for interventions realized under the Obyect; they are also helpful when estimating
the attainment of cohesion by these areas. The Imbdee also been implemented for the
needs of Poland[5]. Analysis of the influence démentions of structural funds on the Polish
economy- conducted on the basis of HERMIN modeisttie National Development Plan
(NDP) for the years 2004-2006[6] points to the ooence of certain macroeconomic effects
stemming from the transfer of EU funds. This mobak assumed that the influence of
structural funds on the economy shall become app#neough the making of investments in
infrastructure, through investment expendituredted at human resources — in the sphere of
training and education, and through the grantingliodéct aid in the industrial sector. The
combined influence of these EU programmes — idrtfieence of supply-side and demand-
side effects. In the course of implementing theblgrammes — there also appear two types
of external effects, stemming from the investmehdd are made: external effect in the sphere
of production, and in the sphere of efficiencylud factors of production and of its boosting,
which may have positive influence on the improvemehneconomic activity and on the
employment situation([7],[8]).
The influence of NDP on the main economic categdnigs been presented in table 5.
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Table 5. The results of HERMIN simulation: deviatiof the results of simulation with NDP

with respect to the base simulation without NDRyéncentage terms

2004 2005 2006 2007 2008 2009 2010
NDP as a whole
GDP 0,22 1,13 2,51 3,33 2,83 1,56 1,22
Rate of -0,14 -0,71 -1,48 -1,77 -1,15 -0,27 -0,05
unemployment
Unemployment -23960| -119710 -250180 -299750 -194730  -45350 -8930
*
Infrastructure 0,1y 0,99 2,57 4,27 5,14 5,13 5,12
Private 0,15 0,78 1,83 2,54 2,20 1,11 0,52
consumption
Public funds
GDP 0,17 0,83 1,83 2,43 2,10 1,20 0,95
Rate of -0,10 -0,51 -1,05 -1,25 -0,81 -0,18 -0,02
unemployment

* divergence from the base figure in terms of pessemployed.

SourcePodstawy Wsparcia Wspo6lnaty op.cit.

As regards the year 2007, then, there shall badedahe most pronounced changes in
GDP, as under NDP they shall be higher by 3,33%elation to the basic version. On the
other hand, with just the investment projects beesadized out of public funding, without co-
financing of the private sector, they shall be kighy 2,43% in relation to this base level.
Also, the changes in the level of the rate of unegment and its shrinking may also be seen
as a positive effect of the working of the struatdunds, however, this influence shall not be
as unambiguously experienced. The rate of unempmaynaccording to the simulation, shall
be lower in 2007 by -1,77% in comparison to theeba®del, whereas the following year, it
shall be lower by —1,15%. However, if just thoséeimentions were considered that are
brought about by public funding, then, the lowerofghe rate of unemployment would have
been less pronounced. However, GDP growth shall@me to being through increase in the
efficiency of labour, which should cause a ris¢hiea competitiveness of the Polish economy.
There can also take place growth in imports causiedgain reactions to pass, and the
worsening of the balance of trade.

Basic NDP programme indicators for attainment i0&®With the help of intervention
from structural funds have been presented in t@ble

Table 6. Programme indicators for the CommunityfupFramework —
figures estimated for the year 2008

Assumedevafundicator in
the year 2008

Indicator Value in the base year: 2001

GDP growth above the base indicator 2,83
GDP/capita relative to the EU averdge 40,0 42,0-43,0
(EU15=100%)

Changes in the number of the unemployed -194730
relative to the base year

Gross accumulation in PLN million 157721,1

Additional work places (Gross)

Expenditure on R&D programmes overnall 0,65 Around 1,5

(in % of GDP figure)

Level of education (primary, secondary, 32,2/56,1/11,7 15,0/72,0/13,0

higher inclusive of post-secondary)

Level of education (primary, secondary, 24,5/59,6/15,9
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higher inclusive of post-secondary) — |in
towns and cities

Level of education (primary, secondary,
higher inclusive of post-secondary) — in the
countryside

45,1/50,3/4,6

Employment rate for the 15-64 age group, A total of 53,5% 54-55%
men and women 59,2/47,8

New motorways/highways (in kilometres) 0 267,6/176
Investment expenditure on environmental 0,8 1.2

protection (% of GDP)

SourcePodstawy Wsparcia Wspélnaty op.cit.

However, due to a new financial perspective emergam attempt has also been made
to make a complete overview of the consequencethéosocio-economic development of the
overall transfers of EU funds, i.e. in the year§£22006 and 2007-2013, taking account of,
both, the influence of NDP, and the combined eftfcNDP and of the National Strategic
Reference Framework for 2007-2013. The influencenahy factors related to the effect of
the accession of Poland to the EU has not beem @s®ount of, i.e. of the ones, which may,
additionally, have effect on how the structuraldamwork (table 7). In the forecasts covering
the years 2004-2015, domestic private funding lfier ¢co-financing of programmes has not
been taken account of ([9],[10]).

Table 7. Simulations of the influence of NDP/NSRF@DP in the years 2004-2015

Rate of GDP growth Differentials in the rates Percentage influence on the
of GDP growth level of GDP**
Year |NDP+NSRF| NDP Base |NDP+NSRF NDP NDP+NSRF NDP
scenario
2004 5,35 5,53 5,53 0,00 0,00 0,00% 0,00%
2005 3,56 3,56 3,10 0,46 0,46 0,45% 0,45%
2006 6,29 6,29 5,05 1,24 1,24 1,63% 1,63%
2007 5,92 571 4,20 1,71 1,51 3,30% 3,11%
2008 6,24 5,48 6,41 -0,16 -0,93 3,15% 2,21%
2009 5,66 4,26 5,561 0,15 -1,25 3,29% 1,00%
2010 6,85 4,40 4,51 2,34 -0,12 5,60% 0,89%
2011 5,39 4,32 4,51 0,87 -0,19 6,48% 0,70%
2012 5,60 4,26 4,27 1,33 -0,01 7,84% 0,69%
2013 6,38 4,35 4,36 2,02 -0,01 9,93% 0,68%
2014 2,57 4,44 4,45 -1,87 -0,01 7,96% 0,67%
2015 3,47 4,52 4,54 -1,06 -0,01 6,86% 0,66%

* GDP is calculated in constant prices (2000).

** difference in the GDP levels between the scemaiith NDP and the base scenario, expressed in %
relative to the GDP in the base scenario.

Source: J.Zaleski, P.Tomaszewski, M.Zembaty, JlByadDcena makroekonomicznego wptywu
op.cit., p. 21.

Thanks to the implementation of just the NDP, @we iof GDP growth shall be higher,
than according to the base scenario until the 2887, and then, it shall be lower, until the
levelling out in the year 2012. The greatest dédfees in the rates of GDP growth shall take
place in the year 2009 (i.e. in relation to theebasenario). However, was the percentage
influence on GDP growth estimated, then, it wousérto be indicated that in relation to
NDP, in 2007, the percentage influence on the G&#€llis highest, and then, it is subject to
gradual lowering.

The combined effect of influence of NDP and of NSRéficates that the rate of GDP
growth shall be higher than it is shown accordiagte base scenario. Just in 2008, this
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situation shall not come into being, and also anpumced lowering of the rate of GDP
growth shall be experienced in the year 2014, winay be cancelled by the influence of
other factors, than the EU funds. However, theugrice on the level of GDP shall be
noticeable; it shall be higher than without NDP/NSRnd together with the transmitted
growth of transfers from the EU, it shall be on tise. In 2013, it shall be higher by 9,93% in
comparison with the base scenario.

The influence of interventions realized out of tB& funds may become more
pronounced through the influence on other facteush as, e.g. influence on the number of
persons employed, in 2007, contributing to a risethe number of the employed by
approximately 300 thousand persons; the shapinfpeofrate of unemployment; efficiency;
and the wage level. However, it is indicated the influence of NDP or the combined
influence of NDP/NSRF shall be higher with respececonomic growth, than on the labour
market, which is related to the influence of thedural funds on the efficiency of the factors
of production[11].

On the other hand, according to another MaMoR2 madte influence of structural
funds on the dynamics of the Polish GDP growthldf&much more modest[12] (figure 2).

Figure 2. Influence of the EU funds on the GDP dyita (in percentage)
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Source: T. KaczoRPrognoza oddziatywania makroekonomicznegop.cit., p. 15.

Irrespectively of the model assumed, structuratifinhrough various ,channels of influence”
should have an effect on the improvement of theadyos of socio-economic development of
Poland.

Effects of implementing projects co-financed by th&U funds — selected aspects

There can be pointed out the first positive effautghe inflow of EU funds on the
labour market[13]. Through the utilization of stiw@l funds, there came improvement in the
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indicator relating to the rate of unemploymentsdawering in 2004 by 0,01%, and year later
by approx. 0,5%[14]. If one was to indicate thpay of projects being implemented under
NDP 2004-2006, then, one would show that 83% ofntltencerned the production sector,
and 10% - human resources. According to the balahtiee end of 2006, under NDP 2004-
2006, there were implemented approx. 75 thousamjégis (figure 3).

Figure 3. Break-down by relevant intervention catexs of the projects co-financed with the
help of EU funding (as at the end of 2006)

Basic
infrastucture

Human 5,1%
resources
10,0%

Production
sector
82,4%

SourcelZ PWW after:Ocena posgpow Polski.., op.cit., p. 109.

The results of analysis in the scope of efficieldyintervention from the structural
funds on employment and development of work plamest to the occurrence of significant
and positive influence of funds on the employmetmticsure. The influence of funds is
noticeable in the following areas in the scope mpyment: in the scope of activation of
those employed in the under-24 age group, incregisace of persons with higher education
in employment due to the development of work pldoeghis group, some support given to
the activation of women; and the targeting of suppauses a change in the structure of
employment according to professions (due to themedgoprojects implemented for machinery
fitters and experts). However, the voivodeshipsnfadarsh labour market situation absorb
less projects, also, no link was observed betwammep labour market situation and better
utilization of the Community funding[15].

Also, direct support given to enterprises tranglait@o improvement in the profits
attained by those companies, as well as in theaugment of their competitiveness on the
Single Market. The positive aspects are also nalilee in the context of the realized
infrastructural investments, due to which the Igriconditions of inhabitants, the conditions
for conducting economic activity, and the availapilof areas for investing and their
attractiveness, all improved. Another significaming are the investments being realized in
the environmental protection infrastructure, thoséhe sphere of structural transformations
in agriculture and fishing, as well as in the sphef rural area development. Especially
noticeable are the effects of infrastructural itwesnts, in broad context (transport,
environmental, social) — since they have been msdigover Euros 10,5 billion out of
European funds; this especially concerns: trangpeestments and environmental protection.
In effect of executing OP Transport, modernizatibase been made, and motorways have
been built (195 km); 62 km of national roads haeerb modernized — this was thanks to
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investment projects being co-financed with the help EU funding. The undertaken
investments contributed to the modernization of@deship, poviat, and communal roads of
total length of 1619 km (which is relatively litjleln the scope of environmental protection
infrastructure, 2 626 projects have been accegtedwhich EU funding of over PLN 13
billion has been assigned. Considering projectgtirg) to water supply and sewerage system
- there were put to use 1298 kilometres of watpepnetwork and 1451 kilometres of
sewerage system (within 2006); this types of pitsjegere in predominance, apart from
projects relating to social infrastructure, whichrevalso implemented[16].

In the scope of human resources, there were cowaree 1 144 thousand persons (end
of December, 2006), inclusive of projects relatitog the information society, and also
research and development projects. Pointing tomhbe subjects applying for subsidies —
these were the local self-governing bodies, of Wwhilte main targets of expenditure of
financial funds were: investment projects in basicastructure (92% of the total worth of
projects), projects in the sphere of human ressudavelopment (6% of the total worth of
projects), and the production sector (only 2%). Deeeficiaries of the structural funds are
also government administration and those entitidsch execute their commands, as well as
entrepreneurs[17].

However, the effective utilization of these finaadaiesources varies depending on the
individual programmes and funds. According to thed ef August, 2007 figures, out of the
three structural funds, i.e. ERDF, ESF, and theopemn Agricultural Guidance and
Guarantee Fund, Guarantee Section - there were spems in the worth of 54,55% of
liabilities from the start of the programming petjo.e. for the years 2004-2006. However,
were the specific programmes considered in turen,thvith respect to SOP Transport — the
magnitude of the payments having been made wowld banstituted 41,85% of the effective
allocation, and with respect to SOP Improvementthed competitiveness of enterprises
45,39%. According to the estimates, it shall bespiads to spend until the end of 2007 approx.
70% of funding allocated to individual programmesl éunds. However, effects as positive as
this did not materialize in relation to the Coheskeund, as the magnitude of the funding,
which has been spent (according to end of Jun€/, #§dres) amounted to 27% (the spending
of this funding must come into effect by the endheff year 2010, at the latest)([18],[19]) . It
is necessary to spend the EU funding as efficiemslypossible in accordance with the n+2
rule, which determines that these funds that hatebaen spent in the course of two years
from the date of granting a subsidy are lost.

However, there are a lot of barriers impeding effit absorption of this funding.
Among these, there may be listed those that arandeoted by local self-governing bodies
(i.e. those that were found out at the time of @pgl for a subsidy), which should comprise:
barriers relating to financing, among which there those that relate to the difficulties in the
scope of documenting own funding, high preparatmsts, too small number of experts in the
field of acquiring European funding that are emplibyn the offices of local self-governing
bodies, barriers in the flow of information betwaeiplementing institution/intermediary and
beneficiary, complex system of implementing, legfisih not being adapted, criteria of
selection of projects not being transparent and lbog time taken for their evaluation,
bureaucracy and procedural impediments in the spbfesystem implementation, etc. Thus, it
Is possible to specify the barriers existing ondiae of local self-governing bodies, as well as
those that exist independently of them[20].

3 Conclusion

As follows from the earlier made considerations, itifluence of structural funds on the
economic development of Poland may become apparentiny areas. Due to the fact that
Poland participates in the European cohesion palidy a short time, the effects may not be
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fully reflected. What is important, however, is thhis financial funding may contribute
towards the raising of competitiveness of the negli@lso in the light of the challenges posed
by the Lisbon Strategy[21]. The emerging probletvet fare related to the utilization of the
structural funds become apparent in each of the BeWwmember states. However, neither
were these problems avoided by the countries oé#nker EU-15. Poland should make good
use of the experiences gained during the firstopedf implementing of programmes co-
financed by the EU funds, in order to be efficiahbuilding up its absorption capacity in the
scope of the European funds.
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