
CHAPTER 7

C o n c lu s io n

T h e  c o l la p s e  o f co m m u n ism  in P o la n d , a s  w ell a s  in oth er  
E a stern  E u ro p ea n  co u n tr ie s , m e a n t a s y s te m ic  an d  structural c h a n g e s  
in all a r e a s , w h ich  req u ires  a  total restructuring o f  th e  in stitu tion s and  
p r a c tic e s  for w h ich  P o la n d  h a s  n e v e r  e x p e r ie n c e d  b e fo r e . P o la n d  h a s  
u n d e r g o n e  se v e r a l v a r io u s sh o r t-c o m in g s  in its ear ly  y e a r s  a fter 1 9 8 9 , 
d u e  to  its in e x p e r ie n c e  in m a n a g in g  an  o p e n  m ark et e c o n o m y  an d  th e  
in e ffic ien cy  o f  its b u rea u cra cy . Its b u rea u cra tic  in e ffic ien cy  re su lts  from  
g o v e r n m e n t o ffic ia ls  perform ing their d u tie s  on ly  a cco rd in g  to th e  
d irec tiv e s  from  their su p er io rs  rather th an  tak ing their ow n  in itiatives.

S in c e  1 9 8 9 , P o la n d  h a s  d ro p p ed  their c o m m u n is t  id e o lo g y  and  
b e g a n  to  e m b r a c e  a  liberal id ea list p e r sp e c t iv e  an d  b e l ie v e  that 
liberalism  will u ltim ately  prevail. T h ey  h a v e  a d o p te d  w e ste r n  liberal 
e c o n o m ic  p ra c tic e s  to  attract foreign  in v esto r s  an d  h a v e  initiated  
im p lem en ta tio n  o f  o p e n  m arket e c o n o m ie s  w h ich  to  m a n y  co u n tr ie s  
h a v e  b e e n  p roven  s u c c e s s fu l .  A s  P o la n d  is h ighly in ter e ste d  in 
b e c o m in g  a m e m b e r  to  th e  E ll, th ey  h a v e  sta rted  th e  a ttem p t to  
h a rm o m ise  its d o m e s t ic  e c o n o m y  with th e  ru les an d  reg u la tio n s  o f th e  
E u ro p ea n  U nion.

P o la n d  is h ighly a ttractive to  foreign  in v esto r s  b e c a u s e  it h a s  a 
large m a rk ets  co m p risin g  o f m o re  than  4 0  million p e o p le . P o la n d  is rich 
with natural r e s o u r c e s  with low  labor c o s t  and  it is stra teg ica lly  lo ca ted  to 
b e  th e  b rid ge b e tw e e n  e a s te r n  an d  w e ste r n  E u rop e. It h a s  d irect 
a c c e s s  to  th e  B altic S e a  and  its p oten tia l to  b e  a n e w  m e m b er  o f th e
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European Union provides Poland with privileges and access to the 

European market.

However, with the integration into the European Union, Poland 

has to be concerned about their sovereignty ie. to what extent the EU 

will control Poland ; and the benefits that Poland hopes to achieve in 

gaining membership to the EU, which needs to be optimally balanced.

Currently, Poland possesses little potential bargaining power, 

however, they are willing to make sacrifices in gaining membership to 

the EU, eg. agricultural and industrial reforms (coal and steel), also tax 

and tariff will be reduced gradually according to the EU standards.

Poland’s political and economic development programs to 

transform the country into the free market economy has been 

successfully implemented. Every democratic government elected after 

the year 1989, though they were coalitions government, have 

continuously and strictly implemented the plans of the previous 

government to achieve the goal of an open market economy, which 

includes short-term, medium term and long term plans. Each new 

government would attempt to lay down future plans for the new 

governments to follow which creates continuity to the benefit of the 

country. None of them has turned the plans otherwise. Privatization, 

being the major program to transform the authoritarian economy into the 

free competition economy, have been accelerated continuously without 

any interruption.
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What are the factors that had led this to happen?

- This first commenced with the establishment of ล democratic 

form of government in Poland. The democratization process and 

economic restructuring programs to transform the country into 

democracy and free market economy has been fully supported by the 

people at large. Coincidentally, the collapse of communism took place 

almost at the same time. These factors created the opportunity for the 

government to adopt a free market economy plan as the solution to 

further develop the country.

- Simultaneously, the EU has paved the way and opened an 

opportunity for Poland to join as a member. This encouraged every 

Polish government to specifically implement open market economy 

plans for the purpose to gaining membership to the EU. Poland has not 

had any influence from other (communist) sources to change its plans 

otherwise.

- As Poland recently opened its country and economy in 1989, 

this has encouraged every succeeding governments to radically 

transform its current political and economic structures to conform to 

democratic principles, norms and a free market economy within a short 

period of time. All restructuring programs have been designed to adapt 

to such changes by the turn of the century, which would enable Poland 

to sustain an equal level of economic development to other developed 

countries.

Poland has adopted a parliamentary system of government. It 

allows the establishment of political movements and political parties. 

This would enable the Polish citizens to have choices to compare and
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elect their representatives who will administer the country on their 

behalf. The President is the Head of state and is considered as the 

supreme representative of the people who exercises the executive 

powers through the Prime Minister and the Council of Ministers. The 

Legislative consists of members of parliament (Sejm) who are directly 

elected by the people, and the members of the Senate who are 

appointed in proportion to the members of parliament.

Furthermore, the government has implemented a privatization 

program to improve the economy. Under the communism ruled regime, 

all commercial activity was monopolized by the state, where there was 

no competition nor economic development. Privatization is the only 

means that will create market efficiencies and to provide mutual benefits 

for all. Privatization will attract the in-flow of foreign investments from 

private sectors to be circulated within the economy, which will 

correspondingly, create fair market competition and jobs for people.

The government has enacted new laws and revised existing 

legislation to be compatible with international rules, norms and 

regulations on trade, investments to enhance its privatization program. 

Various forms of business enterprises are allowed for business 

engagement. Foreign investors are allowed to establish joint ventures in 

the form of joint stock company or limited liability company. They can 

also set up branches or representative offices in doing certain limited 

business

Moreover, the governments have boosted its economy through 

the grant of investment incentives to foreign investors in various forms, 

especially tax incentives. Import duty has been granted exemption to 

those investors who bring in capital goods which increases the transfer
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of technology into the country. Direct and indirect taxes has also been 

introduced. Direct taxation is calculated on a progressive basis. 

Corporate income tax, personal income tax, value added tax, customs 

duty and excise tax are now being used throughout the country.

Local and regional development has also been promoted through 

designation of industrial promotion zones which offers tax incentives to 

those investors who make their investments within the zone. The 

governments has also implemented the regional expansion of 

development throughout the country. Industries are being encouraged 

to be located throughout the country in order to decrease local 

unemployment and hence improve the standard of living.

เท the countries of central and eastern Europe the question of 

foreign direct investment has assumed vital importance. Prior to 1989 

there was virtually no western investment in the region, with few 

exceptions, Under these new circumstances, FDI seems to offer a 

tremendous potential for cooperation and mutual gain. If it is carefully 

directed, private investments can bring Poland the capital, technology, 

and industrial infrastructure they need in order to modernize their 

economies and boost their standard of living. Likewise, if they can enter 

the market successfully, Poland offers western businesses substantial 

opportunities for wide-scale investment and long-term profits. Poland 

desperately need capital to improve their economies. เท the area of 

foreign direct investment, therefore, the contours of the bargaining 

space are relatively clear. The investors wants security, Poland wants 

investment, and both demand clarity. On these ground, international 

institutions will have an increasingly larger role to play: providing a forum 

for negotiations, signaling intentions, and codifying the evolving system 

of rules.
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At the same time, Poland is rushing to embrace both the western 

institutions and the norms and rules they represent. The Polish 

government are abiding by western laws and adopting western 

standards even before they are accepted into the organizations that 

formally embody these laws and standards. Some of this adaptation, of 

course, may be staged for the benefit of potential investors and some 

may be part of a broader phenomenon of Poland’s desire for 

membership in all Western institutions.

The state strategies of Poland is to attract foreign investment. 

They want to regulate it and to set some guidelines for its role in their 

economies, but their first priority seems simply to attract wide-scale 

investment as quickly as possible.

The reasoning behind this desire is straightforward. After forty- 

five years of socialist control, Poland is rushing to embrace capitalism. 

They are determined to establish private enterprise, open their borders 

to foreign goods, and rid themselves of the state-owned enterprises that 

have long dominated their economies. However, Poland, is quickly 

discovering that the transition from communism to capitalism is 

exceedingly difficult. To be successful, it demands a fundamental 

restructuring of the entire economic and social basis of the state. All at 

once, Poland, is struggling to create a financial infrastructure, realign 

their currencies, learn the basic rules of market competition, distribute 

the productive assets of the state, and privatize a vast industrial 

infrastructure. All these tasks are extraordinarily complicated and 

intricately interlocked. They all require fundamental changes in the 

existing legal system and in the social structure that developed under 

communist control.
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The Polish government have been actively involved in creating 

the legal and financial structures that would be most conducive to the 

entry of foreign investors. The essence of the legal structure was to 

open the country to virtually any investment. The was no minimum limit 

set on the amount of initial investment, and permits were required only 

for a handful of industries such as defense, air and sea ports, real 

estate, and wholesale trade in imported goods. Foreign companies 

were allowed to repatriate all of their capital, including capital gains, and 

to remit full profits and dividends. For companies with invested capital 

of more than ECU 2 million, or companies which exported more than 20 

percent of their production, additional tax relief could also be obtained.

By any standard these laws created a liberal climate for 

investment. Not only were foreigners given full national treatment, but 

they were also given investment guarantees, tax holidays, and capital 

export allowances.

It is not at all surprising that Poland has adopted such a liberal 

strategy with regard to foreign direct investment. What is noteworthy is 

the extent to which Poland’s evolving system appears to conform with 

prevailing international norms of foreign direct investment. Rather than 

merely removing its formal prohibitions against foreign investment, for 

example, the Polish government has been extremely careful to frame its 

new laws in the language of the west, and to adopt many of the same 

convictions. Most important, all of the recent regulation has attempted 

to increase the transparency and reduce the uncertainties of the 

business environment.

เท removing as many bureaucratic layers as possible, the Polish 

government has clearly recognized that its western investors prefer laws
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over discretion, and that these laws need to be as transparent and 

stable as possible. The scale of inflow of foreign capital into Poland 

depends not only on attractive legislation and investment opportunities 

but also on the legal infrastructure which is one of the factors 

determining the so-called investment climate. Likewise, Poland has 

been quick to adopt the principle of national treatment, agreeing in 

virtually all cases with the western norm that “conditions of business 

activity created for investors of the other party cannot be less convenient 

than those created for home investors or investors form any other 

country. The government has been quick to offer full guarantees that 

the investments of foreigners will be treated the same as those of Polish 

nationals, and that the government will offer full compensation in the 

case of nationalization or expropriation. However, there are problems in 

some area such as delay of processing in applying business licenses, 

translation costs is quite high, not enough housing facilities and 

inefficient bureaucratic practices which impedes foreign investments.

Accordingly, Poland is very enthusiastic about joining western 

institutions such as the European Union (EU) and binding themselves 

to western rules. Where foreign investment was concerned, they made 

clear their intention to abide by all internationally recognized guidelines: 

the OECD codes, the Multi-lateral Investment Guarantee Agency codes, 

and the United Nations Center on Transnational Corporations 

guidelines.

On foreign affairs, Poland is a member to many free trade 

organizations such as CEEC, CEFTA, WTO and OECD and has 

entered into agreement for avoidance of double taxation with 56 

different countries, including Thailand. This has created confidence in
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foreign investors to bring their investment into the country and at the 

same time to enhance Poland’s standing in the world economy.

For multi-national investors, Poland can be seen as a highly 

attractive investment area in Europe with diversified resources together 

with a large market for goods and services. It is strategically located in 

Europe and its potential admission to the European Union should be 

considered by non-EU countries as a means of access into the 

European Union market.
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