DEVELOPMENT
OF EASTERN POLAND

NATIONAL COHESION STRATEGY

Operational Programme
Development of Eastern Poland
2007 — 2013

National Strategic Development Framework 2007 - 2(BL

Warsaw, 2 October 2007

2
* *
* *
* *

.



Operational Programme Development of Eastern PQ80d@-2013 was adopted by European
Commission decision dated 1st, October 2007. Dooumeas ceremonially signed by
Commissioner Danuta Hibner and by Grea G sicka, Minister of Regional Development.

Programme was compiled in Ministry of Regional Depenent in Department for Regional
Programmes Coordination under the auspices of 8 ady Ortyl, Secretary of State and
Agnieszka Kapciak, Director of Department with Matgha Jasiska, Deputy Director.

Document was developed by team consisted of: MeagdalPuzio, Joanna Gajda-
Sobieszczaska, Katarzyna Wielguszewska, Eieta Pietraszko, Joanna Gradowska, Monika
Piotrowska, Micha Kober, Krzysztof Miros, Barto3ajer, Roman Chmielewski, Alina
Miselhorn, Lidia Idzikowska and Maciej Koziara.

Programme draft was prepared thanks to the greamitnent of Jerzy Kwiecski and
Janusz Miku a, Undersecretaries of State in MoRRpddtment for Structural Policy
Coordination under the auspices of PhD Piatber and Department for Community Support
Framework Management and Coordination under thpiees of Marek Kalupa.

The authors of the Programme are grateful to natjoti team of Unit H1, Directorate
General for Regional Policy, European Commissioonscsted of: Director Jean-Marie
Seyler, Manfred Beschel, Pascal Boijmans and Witdldlak for cooperation during
negotiations process of the Programme.

The authors would like to acknowledge all peopld arstitutions, notably Professor Jacek
Szlachta, Professor Janusz Zalewski, Jaros aw $Ri]i Deputy Director of Department for
Infrastructural Projects Coordination in MoRD, MeicBerli ski Director of Infrastructural
Projects Unit in Polish Agency for Enterprise Deyghent, Jacek Su ek, Director of Unit for
European Funds Management imi tokrzyskie Voivodship Office in Kielce for their
precious clues and substantial input into develppims document.

Publisher:

Ministry of Regional Development
Wspdlna St. 2/4, 00-926 Warsaw

www.mrr.gov.pl

Publication is partly financed by the Europeanduni



Table of Contents

I. DIAGNOSIS OF SOCIAL AND ECONOMIC SITUATION. ... iii e 9
1. Eastern Poland — delimitation of area 9
2. Conditions for development 10
3. Potential of Eastern Poland 12

3.1, NALUFAL ENVIFONMIENT ...eiiiiiiie it ettt esr e e et e e e st e e ea bt e e san e e e s nnn e e e e naneeas 12

B o 11 4= 1 o= T 1 = | B OSSPSR 14

1 T T = olo 4 (o] 1 £ 2 PPTUPUR PSPPI 22

3.4. Transport and telecommunications INfraStr@CIUL..........ccoooiiii e e e e e e e e e 30

3.5. Research and development POLENTIAL .......ccuuuiiiiiiiiiiiiiii e 35

3.6. INVESIMENT ALTACHVENESS. ... .eeiiieeeieee ettt e e e e e e e ee e e e s st br e et e e e s snnbeeeeeeeaannes 36
4. Intravoivodship disparities in Eastern Poland 45
5. Execution of the Lisbon Strategy in Eastern Poled 46

II. ANALYSIS AND EVALUATION OF THE USE OF NATIONAL AND FOREIGN

SUPPORT FOR VOIVODSHIPS OF EASTERN POLAND ......coiiiiiiiicicceeci 48
A. National support 48

1. Voivodship contracts (2001-2005) ........ccceeieeiieeeieeire e ee et e e e e e e e e e e e e e e e eeeeee e e e e e e e eeeeeeeeees 48
B. Foreign Support 49
1. Pre-Accession ASSIStANCE PrOgramiMES ... .o iuriiieieeiiiiieieieeesssissieessssssseeesssssssieeeeesssnsssseees 49
2. Programmes financed from structural funds, tbkeSion Fund and Community initiatives ...........51
3. Remaining programmes and fUNAS ..........coemioiiiiiiie e e e aeeeeeeees 55

T @)1 o1 gl o oTe =10 1401 PP TP PP 55
5. USE Of SUPPOIT L0 ALE ... .uuviiiie st i et e e e ettt e e e e s sttt e e e e e ettt be e e s e ssbb e et aeessnnbbseaeeesannbbeaeeaaeenns 6.5

[ll. SWOT ANALYSIS — STRENGTHS AND WEAKNESSES, OPRRJUNITIES AND
THR E AT S e ettt et e 58

IV. OBJECTIVES OF THE PROGRAMME AND THEIR CONFORMITY WITH
NATIONAL PROGRAMME DOCUMENTS AND THE COHESION POLIY OF THE

EU FOR THE YEARS 2007-2013 ... .ot eeee et et e e e e e e e 61
V. IMPLEMENTATION INDICATORS OF PROGRAMME OBJECTIVES.................... 72
VI. PRIORITY AXES IMPLEMENTED UNDER THE OPERATIONAL PROGRAMME
................................................................................................................................... 78
VI. PRIORITY AXES IMPLEMENTED UNDER THE OPERATIONAL PROGRAMME
................................................................................................................................... 78
1. Priority axis I: Modern Economy 80
1.1. Main objective Of the PriOrity @XIS......cccceuiuiiiieiiiiiiiiiiiii ettt ee e eee et eeeeeeeeeeeenees 80
1.2. Assumed effects of implementation of the IYXIS ..........coeeeeiieiiiiii e 80
1.3. Justification Of the PriOFItY @XIS .......cceer i e e e e eeeeeeeeas 81
1.4. Description Of the PriOFitY @XIS ....... o cceee et e e e e e e e e e e e e e e e e e e e e e e e eaaeeaaaeaann 83
1.5. Principal beneficiaries Under Priofity @XiS ... .uuuue i 84
1.6. Territorial cohesion (relations tOWN-TUFaI@IE........ccccuueeiieiiiiiiiiiiiiiie e eeeemee e eee e eeeeeeeeeeeeeeees 85
1.7. Categories Of INTEIVENTION ........c..uiieiiiee ittt e e e e st e e e s s s bbb e e e e e e snnebeeeeeeeas 85
1.8. Flexibility instrument (Cross fINANCING) . cccc..vviiiiiiiiiiiie e e 85



2. Priority axis Il: Infrastructure of an informati on society 86

2.1. Main objective Of the Priority @XiS...... oo e e e e e e e e e e e e e e e e e e e e e e e e e s e a e e e e e e e 86
2.2. Assumed effects of implementation of the QXIS ..........coovviiiiiiiiiee i e 86
2.3. Justification Of the PriOrity @XIS .......ccccerrririiiiiiiiiiiiiii e er e e e e e e aeeeeaesaaassaaaaa e s e nnnnnnnneenneennrnnes 86
2.4, Description Of the PriOrity @XIS ......iiieeveiiiiiiiee st e et a e e s e e e e s e eeeeee s 87
2.5. Principal beneficiaries UNder Priority @XiS. .. . .u i uurrreeeeiiiiiiiiae e ssibieee e e snirreeee e e e neeees 88
2.6. Territorial cohesion (relations tOWN-rUral@le...........coeeeeeeeiie e imemmme e eeeeeeeeees 88
2.7. Categories Of INTEIVENTION ... et ee et e et e eeeeeeeaeseaaesa s e aa s e e nnnnnennneennnnne 88
2.8. Flexibility instrument (CrosSs fINANCING) . ceeeatoiitviiiiieei it ee e s sibreee e e 88
3. Priority axis Ill: Voivodship growth centres 89
3.1. Main Objective Of the PriOrity @XIS......cccceuriiiiiiiiiiiiiii et 89
3.2. Assumed effects of implementation of the IYGXIS ...........cocvrieiieeiiiiiiiie e 89
3.3. Justification Of the PriOFILY @XIS .......ceeaeeeiiiiiiiiiiee sttt e s e e e s eb e e e e s snsaneeas 89
3.4. Description Of the PriOrity @XIS ......iiiceeeiiiiiiiee it e et e e e s e e e e e s eeeeee s 90
3.5. Main beneficiariesS UNAEr PriOrity XIS ... terretieeiiiiiiiiireeesiiiiiieeeesssareeees s sbreeeeeesssnebreeesaennans 90
3.6. Territorial cohesion (relations tOWN — FUMBBE) ...........vvveeeeeiiiiiiieiee et e eee e e eneeeeeas 91
3.7. Categories Of INTEIVENTION .......ccii it s e e e s s aabb e e e e e snsneeees 91
3.8. Flexibility instrument (Cross fINANCING) . ceeeatioitiiiiiieei it e e 91
4. Priority axis IV: Transport infrastructure 92
4.1. Main objective Of the PriOrity @XIS......ccueeiiiiiiiiiiiiiii e 92
4.2. Assumed effects of implementation of the IYQEXIS ...........cooviiiiiiiiiieiiiiii e 92
4.3. Justification of the PriOrity @XiS .......ccooi i e e e e e e e e e e e e e e e e e e e e e e e e e eaaeaaaas 92
4.4. Description Of the PriOFitY @XIS .......vieeieeuriiiiiiiiiiiiiiieiii et ee e e e et e e eeeaaeeeassaaasaa s s s s ennnesnneenneennrnnes 93
4.5. Principal beneficiaries UNder Priority @XIS. . ... uuuuuuuuriureiiiiiiieiieeeirreeeeeeeaeeeesssesssaassaasssaasennnennns 95
4.6. Territorial cohesion (relations tOWN-TUFAIGINE.............coiiiiiiiiiiiiee e e e 95
4.7. Categories Of INTEIVENTION .......ooiiiiieeeeee et e e e e e e e e e e e e e e e e aeaaaeeeaeeeaaeeaaaaaaaan 95
4.8. Flexibility instrument (Cross fiNANCING) . ceccc.ooeiieeii e e e e e e e e e e 95
5. Priority axis V: Balanced development of tourisipotential based on natural conditions _ 96
5.1. Main objective of the Priority @XiS......ccoo e e e e e e e e e e e e e e e e e e e e s e e e e e e e e e e e e 96
5.2. Assumed effects of implementation of the IYaaXIS: ... e 96
5.3. Justification Of the Priority @XIS .......cccceurriiiiiiiiiiiiiiiiiiieiie e e e et e e e e e e e e es s s ea e s sa s s aa e s e ennnnnneenneennrnne 96
5.4. Description Of the PriOrity @XIS ......iiiceeeiiiiiiiee ittt a e et e e e e e s beeeeee s 97
5.5. Principal beneficiaries UNder Priority @XiS. ... .. i uurireeeeiiiiiiiiee s ssiiiee e e eireeee e e eeeee 97
5.6. Territorial cohesion (relations tOWN-rural@le.............ooeeeeeiiieii e imermme e e eeeeeeees 98
5.7. Categories Of INTEIVENTION ... e ee e e e e e e e e e e e s s e ea e e aa s e e e s e e nnnnennneennnnne 98
5.8. Flexibility instrument (Cross fINANCING) . ceeeaiioitiiiiiieii it e e 98
6 . Priority axis VI: Technical Assistance 99
6.1. Main objective Of the PriOFItY AXIS......cca i a e e s annes 99
6.2. Assumed effects of implementation of the IYGXIS ...........cccvveiiieeiiiiiiiie e 99
6.3. Justification Of the PriOFILY @XIS .......ceeaeeeiiiiiiiiiiee it e e s sab e e e e e s snsaeeeas 99
6.4. Description Of the PriOrity @XIS ......iiiceveiiiiiiiee st e e et e e e e e beereee s 99
6.5. Principal beneficiaries UNder Priority @XiS . ... eeereeereeeiiiieieieeeee e eeeeeeeeeees 100
6.6. Complementariness and demarcation of theiBrigith projects co-financed under the Operational
Programme Technical ASsSiStance 2007-2013......ccueeiiiiiiiiieeeiiiiiiiee et sseeee e e s rereeeeesaane 100
6.7. Categories Of INLEIVENTION ........cii ittt e e et eeae e e s s nbbbaeeeeseane 101
6.8. Flexibility instrument (Cross fiNANCING) . ccco. . e e e e e e e e e e e e e e e e e e e 101

VIl. COMPLEMENTARINESS WITH MEASURES FINANCED FROM EAFRD AND

et 102

VL FINAN C AL PLAN . e et e e ettt e e e e r e e e renens 104

IX. EXECUTORY RULES FOR THE OPERATIONAL PROGRAMMES.................... 107
1. General remarks 107

2. Management and Implementation of Operational Prgramme Development of Eastern
Poland 107




2.1. The Managing AULNOTILY ........uuiiiiieeeeee e e e s st e e e s s et ee e e e s nnbaneeaeenas 107

2.2. The INtermMediate BOOY ........oouuueiiiiieeeeee sttt ettt s st e e e e e e st be e e ae e e s s nbbbaeeeeseane 110
2.3, BENEFICIAMES ..ottt et h ettt 112
2.4. TheCertification AULNOIILY .......ooveiiiiie e e e e e e e e e e e ee 112
2.5. The AUAItING AULNOTILY ...vviiiiiiii it et e e s st e e e e e e st bbe e e e e e e s s nbsbbeeeesaane 113
2.6. Institution responsible for receiving PaYMENLS.........ccouiiiiiiiiiiie e 115
3. Procedure of project selection 115
4. Monitoring 116
5. Financial Flows 117
6. Evaluation 118
7. The National Informatic System for the period 0f2007-2013 (SIMIK 07-13) 119
8. Description of procedures anticipated to assurafallibility of computer accounting,
monitoring and financial reporting systems 123

9. Information concerning the internal information flow between the “central entity (MS
Liaison)” and entities reporting the need for acces¥modification of access rights to SFC2007

123
10. Information and promotion 124
11. The partnership principle 125

X. EVALUATION OF THE PROGRAMME BEFORE COMMENCEMENTOF
IMPLEMENTATION (EX-ANTE EVALUATION) WITH EVALUATION OF
ANTICIPATED MACROECONOMIC EFFECT .....cooiiiiiiiiiiiiiii i, 127

XI. INFORMATION CONCERNING PROCEDURES FOR EVALUATING IMPACT ON
the ENVIRONMENT OF CONSEQUENCES OF PROGRAMME IMPLEMNTATION

................................................................................................................................. 129
XII. INFORMATION ON CONDUCTED SOCIAL CONSULTATIONS..........cccoeeennneene. 134
AT T A CHMEN T S e e e e et et e et e et e et e e et e e e e et e eenaees 137
1. Indicative liSting Of MajOr PrOJECES ... ceeeeeeiiitiiiee ettt e e s e e st e e e e e s e enne 137
2. Complementariness of particular priority axe&€BD OP as compared to other operational programmes
fOr the Years 2007-2013. ........ooiieiiieee s ettt te et eeeeeaaaaeeeeaeeeaaseaasaaaaaaaaaaaaannnnnnnnnnnes 138
3. Institutional diagram of the operational ProgmaeN.............coooeri i e ee e e e e e e e 145

4. Organisational diagram presenting the arrangéofehe Managing Authority, Certification Authoyijt
Auditing Authority and Institution responsible f@ceiving payments from the EC...............ccomm..... 146
5. Diagram of financial flows and certification wrdOP Development of Eastern Poland ..............147



INTRODUCTION

Poland’'s accession to the European Union has drattention to the problem of
diversification in development between countrieat the on a single continent, and also of
transregional diversification, both in the scalecoluntries, and in the scale of the entire
Community. Intensified economic integration in Buep which is advantageous for better
developed countries and regions, creates nevestheigrious threats for weaker developed
regions and those that are of a peripheral rank.aldverse phenomena comprise the absence
of necessary stimuli for initiation of permanenwvel®pment processes, low social activity
and entrepreneurship, and the stabilising low ¢§Jevel of the inhabitants. These are deeply
rooted in history of Poland and arise from culturahsiderations, as well as the hitherto
participation of the regions in a division of tasketegration processes may potentially
enhance those factors, and consequently place wesgiens in a relatively inferior situation
as compared to regions which are developing befiee. internal growth potential of such
regions remains unused, which as a result leattetgap between them and more developed
regions keep increasing even further. Over a lonigee perspective maintained excessive
developmental disproportions between the regiores unfavourable for the social and
economic development of entire Poland and alsadbesion of the European Union.

Taking the above into consideration in 2005 the dmkourg presidency proposed to
establish, under the solidarity principle, a speftiad for the five poorest regions with the
lowest GDP per capita in the expanded Europeanriiit-25) for the period of 2007-2013.
Those regions are five voivodships of Eastern Rbldmbelskie, podkarpackie, podlaskie,
wi tokrzyskie and warmsko-mazurskie. In December 2005 the Council of gertook a
decision to grant Poland an additional amount ftben European Union budget equalling to
euro 882m (107 euro per inhabitant in each of tieodships in Eastern Poland which have
been considered regions with the lowest level ofPQi2r capita according to Eurostat data
from 2002), under the European Regional Developriemid (ERDF). As a result of price
indexing this amount grew to euro 992m, i.e. el0 fier capita.

With the above mentioned premises in mind in thegRimme “Solidary State” the
Government of the Republic of Poland came up witippsal of an initiative to prepare the
Operational Programme Development of Eastern Pdiamithe years 2007-2013 as a specific
instrument aimed at supporting development prosess&oivodships of Eastern Poland. In
addition to special financial means allotted fds tBbjective by the Council of Europe, the
Government of the Republic of Poland assigned éoRlogramme funds from ERDF part
allocated for Poland, amounting to euro 1 281.6m.

The Operational Programme Development of EastelamedEPD OP), hereinafter called the
Programme, is one of the regional policy instrutegthat comprises regional operational
programmes prepared by self-government authoiii@sivodships, and national operational
programmes: Innovative Economy, Infrastructure aBdvironment, Human Capital,

Technical Assistance and programmes of Europeamitdraal Cooperation. The said

instruments assist in delivery of the National ®igic Reference Framework (NSRF),
approved by decision of the European Commission btay 2007.

The National Strategic Reference Framework is Rbsamesponse to thé&Community
Strategic Guidelines for Cohesion (C$GWhich defines a framework for intervention of
funds in the years 2007-2013. EPD OP is also aruiment of the renewed Lisbon Strategy.

! becision No. 2006/702/EC, Official Journal EU L 28f121 October 2006 , p. 11.



Fig. 1. Eastern Poland in the European Union
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The intention of the Operational Programme Develepinof Eastern Poland is to impede
stagnation trends that lead to marginalisation gedipheral rank of Eastern Poland
voivodships, and moreover to stimulate economievtindn those voivodships. All measures
covered by the Programme shall be undertaken potrdmathe sustainable development
principle and provisions of the state ecologicdiqyo

This programme is to constitute additional support elementfrom structural funds and to
enhance the functioning of other programmes on thearea of Eastern Poland by
implementing stipulated tasks to stimulate the ectio and social development.

The draft Programme was developed by the MinisteRegional Development and self-
government authorities of five voivodships d&astern Poland, as well as regional
development experts who represent particular vakigzs. The scope of this Programme was
subject to extensive consultations, in which pgréited territorial self-governments,
institutions, social and economic organisationswal as scientific milieus from Eastern
Poland.



Pursuant to provisions of Article 37 of Council R&gion (EC) No. 1083/2006 a list of major
projects will be attached to the Programme, whidhhave to be evaluated by the European
Commission. An additional document to be used fogRamme delivery will be an indicative
listing of individual key projects, which is to fiitate achieving the assumed development
targets, and is also to help coordinate the praidipvestments implemented with the use of
structural funds. Selection of projects to be ideld in the list will be a form oproject
pipeline, which is to facilitate implementation of the op&aal programme. Nevertheless
implementation of those projects will depend on timgecriteria approved by the Monitoring
Committee and on approving a project to be co-teanby the Managing Authority. Those
strategic, formal and factual criteria (includingeparation of relevant documentation and
readiness to its deployment) should be identicalaib potential beneficiaries of projects
under a specific category of operations in the Rnogne.

Vital investments and projects will be implementdader the Programme; they are to create
grounds for launching lasting development processgeivodships of Eastern Poland. Those
investments in the form of named projects shaélected already in the programming stage
and entered on the indicative listing of individialy projects under the Programme.

Entry to the indicative listing of individual keyrgjects in the Operational Programme
Development of Eastern Poland will be equivalentet@luding the given project from
eligibility for financing under other operationaiggrammes.

Projects related inter alia with development ofasfructure in universities, infrastructure of
an information society, supporting innovation amdnpotion and cooperation will constitute
an impulse for the establishment of a modern ecgnobevelopment of metropolitan
functions in regional capital cities, which stimiglahe development of particular regions, will
be additionally assured through expansion of mpaicipublic transport systems and
infrastructure of business travel, i.e. infrastauet for the needs of organisation of fairs,
congresses, symposiums etc. Territorial cohesignasanteed by investments related to road
infrastructure and bicycle routes.

The implementation of the above mentioned investsén crucial from the viewpoint of
achieving assumed social and economic developménectives of Eastern Poland.
Experience gained during the previous financiakpective shows that voivodships of the
eastern part of Poland, which are less competifpaticipated to a much lesser extent in
funds under sectoral operational programmes thamdmaining voivodships. Consequently
the principal support instruments for those regibesome regional operational programmes.
However, taking into consideration the magnitudefwfds which had been assigned for
ROPs, it seems that many investments important tft@mviewpoint of social and economic
development of Eastern Poland will not have beeplemented. Establishment of an
additional support instrument is a step towardsmzhg the development opportunities, to
allow implementation of premeditated actions omenhtat achieving adopted strategic
development objectives of the entire Poland, i.edennisation of many fields of social and
economic life in Eastern Poland: science, econoroynmunication; creation of new jobs;
enhancing the functioning of major urban centresl amcreasing their impact on the
environment; enhancing transport availability; imygng the image of Eastern Poland and
enhancing the investment attractiveness of thisgid?oland.



I. DIAGNOSIS OF SOCIAL AND ECONOMIC SITUATION
1. Eastern Poland — delimitation of area

Poland is characterised by considerable spatiédrdifitiation. Particular voivodships differ
from each other not only by the development lelel, also by the demographic, economic
and social potential. Causes of such significaffedintiation in the development level of
particular regions of Poland arise from considersirelated to narure and are deeply rooted
in history, but also from natural processes relatdocial and economic development.
Nature related considerations are of a particullsying nature and affect significantly first
of all possibilities of agricultural developmentifeate, soils), tourism (natural environment
resources) and to a certain extent also indusatu(al resources).

Fig. 2. Eastern Poland
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Barriers in development, which are not easy to owee, arise to a large extent from
considerations related to history. Varying develeptnconditions in particular parts of
Poland in the period of lost statehood, connect@ti s partition among three powers:



Russia, Prussia and Austria, as well as new boafdise territory of Poland in the twentieth
century caused significant disparities betweeniqaar regions of Poland. In the i@entury
and at the beginning of the ®@entury on areas which are presently the westeinrosiships

of Poland an intense development was taking pladedustry, technical infrastructure and
modern methods of farming, and at the same tim&@uy in the eastern part of Poland
remained mainly based on traditional agriculturbiol fails to generate necessary stimuli for
intense economic development.

The border between the western part of Poland, iwlsiaconsidered to be more developed
with respect to its economy, and the eastern pdmich remains far behind it, is not clear. It
may be assumed that it runs along the Vistula Riner, with deflection to the west in the
event of the wi tokrzyskie voivodship and southern part of the mdeokie voivodship,
excluding the Warsaw zone of influence. In the asitaated east of this border are five
poorest voivodships in Poland: lubelskie, podkakpgc podlaskie, wi tokrzyskie and
warmi sko-mazurskie, which are in need of special suppdmbse voivodships occupy a
dense territory of an area of 99.045 km? (31.6%heftotal territory of Poland), adjacent to
the border with Russia, Lithuania, Byelorussia, dike and Slovakia. For needs of the
Programme the group of those voivodships was c&&siern Poland

2. Conditions for development

Eastern Poland is characterised by marked diveasidin of natural conditions, which is one
of the reasons that explain the existence of saant differences in the level of actual
development, as well as development possibilitiggaaticular regions in this area.

As regards natural conditions, the area of Ead®efand may be divided into two subregions
which differ considerably. The northern subregioomerises the warmsko-mazurskie
voivodship, podlaskie voivodship and the northeart pf the lubelskie voivodship. The
northern part of this subregion is dominated byelaiteas with diversified upper glacial
landscape, and the southern part by lowlands witlakes, with moraine uplands, dissected
by wide valleys of major rivers. The northern sugfioe is the cleanest part of Poland, which
is concurrently least exposed to pollution and ofeems of threats to the environment. As
compared to the remaining part of Eastern Polarith$t a much lower population density,
bigger afforestation and is much less industridlise

The southern subregion of Eastern Poland comptiseswi tokrzyskie voivodship, the
southern part of lubelskie voivodship and the popéekie voivodship. The northern part of
the region is dominated by uplands, in the cempaat by lowlands, and in the southern part -
by foothill areas and mountains. The populationsitgnis much higher here than in the
northern subregion, while afforestation (with theception of podkarpackie voivodship) is
clearly lower. Southern voivodships are also farenmdustrialised and more exposed to
industrial water and air pollution.

The existence of marked internal disparities inléwel of social and economic development
in Eastern Poland should nevertheless be sougtteirfirst place in the already mentioned
historical reasons, associated with the formerrxgiay of particular areas of this region to
three different countries (areas comprised by tfesemt podkarpackie voivodship used to
belong to Austria, areas in the podlaskie, lubelskid wi tokrzyskie to Russia, and those of
the warmisko-mazurskie to Germany). Furthermore, in therwae period areas of the

present Eastern Poland — divided by a state bondech separated Poland from Germany —
were subject of much diversified economic policy. the southern part of this area
industrialisation processes had been launchedrinemion with starting of the establishment
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of the Central Industrial Zone. On the other hardgffect of economic policy implemented
by Germany on the area of the present wasko-mazurskie voivodship is the relatively high
level of infrastructure development.

In the initial period of system transformations,ie¥thwere launched in 1989, the Eastern part
of Poland, characterised by much less developedsindl potential, was affected to a much
lesser extent by adverse phenomena that accomptoguction of structural changes to the
national economy. Nevertheless, after 1992 it sldoawenuch smaller ability in coping with
requirements of the open and competitive economy.

Functioning of particular regions in such an ecoponecessitates undertaking complex
activities aimed at increasing the dynamics of rthégvelopment and enhancing their
competitiveness towards each other. Pursuant tewsvmade by institutions that analyse the
competitiveness level in particular regions, voisioigs of Eastern Poland are a group of areas
which are the least competitive, with diversifidthoge dynamics. The situation is relatively
less advantageous in the warsko-mazurskie voivodship (low competitiveness and
insignificant improvement in the dynamic aspectith8ugh with respect to competitiveness
the podlaskie voivodshimay be estimated to be in a better situation tharothers, dynamic
statistics indicate the existence of the relativefgrior situation. The best dynamic indicators
are achieved in the podkarpacki@vodship(Fig.3).

An additional factor of a historical nature thatetenines growth possibilities of the regions
was their border situation, which affected growtssbilities of areas that border with the
former Soviet Union in a particularly adverse wa@ypening of the borders and assuring easier
procedures for border crossing allowed certain gnostimuli on areas lying directly at the
border, especially connected with growing transboekchange, both transit and transborder
trade. One of few external developmental factorshimse voivodships is crossborder trade
with the Russian Federation (the Kaliningrad DesjriLithuania, Byelorussia and Ukraine.
As a consequence of accession of Poland _ - _
and Lithuania to the EU certain Fig. 3. Competitiveness of the regions
apprehension arose nevertheless with
respect to maintaining the hitherto scale |of
positive impact of this factor on growth on
border areas. Introduction of visas fc
citizens of other countries following -
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external ties, the area of Eastern Poland reqgeindsncing internal transport links with the
central part of Poland.

Since Poland’s accession to the European Uniorediséern border of Poland has become a
part of the external border of the EU. This creaecompletely new perspective for the
border area, connected with development of bordegsings, handling passenger and goods
traffic, as well as running crossborder economi@rapons.On the eastern border 31
crossings are open, which is relatively few as cameg to the remaining borders, e.g. 110
crossings on the Polish-Czech border. One boraessorg with Germany covers 12.3 km of
borderline, with Russia — 38.7 km, with Belarus23&m, and with Ukraine — 44.6 km.
Increasing the number of border crossings willaliatensification of local cooperation and
stimulate contacts, naturally only provided thatfgn partners also come up with the needed
activity. At present voivodships of Eastern Polaa@ cooperating actively with foreign
regions under the following euroregions: Bug Riv€arpathian Mountains, Niemen River,
Bia owieska Forest and Baltic and other transbostieictures.

Poland’s accession to the European Unisnalso transposed on farming conditions in
agriculture, which is of particular importance teastern Poland owing to the high share of
agriculture in the economy on that area. On the lwared, with view to participation in the
Common Agricultural Policy and possibility of beitiefg from EU co-financing, income in
farms has increased, and on the other hand — fgroonditions on rural areas have been
changed owing to maintaining a lower co-financimyel for the Polish agriculture as
compared to the hitherto European Union membeestatnd limiting production in areas
connected with regional specialisation, such as dsample dairy processing, sugar
production, tobacco cultivation. This shows thataagting outlets in the western and eastern
parts of Europe and maintaining a sufficient legkélincome require launching adaptative
processes in the area of agricultural producti@hammal breeding.

Poland’s integration with structures of the Europé&mion also led to an inflow of means
from the assistance funds, which were neverthedddgsessed first of all at more developed
regions of the western and central parts of Pol#me;major part of funds was assigned for
implementation of major investments related to emunent protection and development of
transport links between Poland and European Uniember states.

3. Potential of Eastern Poland

3.1. Natural environment

Eastern Poland is characterised by exceptionalralatalues. Areas under legal protection
occupied in 2005 ca. 39.1 000 knwhich constituted 38.5% of the total area covegd
protection in Poland. The values of this macroregioe determined especially by lake and
forest complexes in the northern part, natural tandist complexes of Biebrza River bogs, as
well as uplands and mountains situated in the sonthart.

Areas with the highest natural values are covengd bleserve protection system, among
which a particular role is played by national parksve voivodships of Eastern Poland
comprise a total of 9 national parks (from amongr2®oland), including 4 in the podlaskie
voivodship, 2 in the lubelskie voivodship, 2 in padpackie voivodship and 1 in the
wi tokrzyskie voivodship. They comprise a total of 884, which is as much as 51.8% of
the area covered by this form of protection in RdlaMoreover, on this area are 44 landscape
parks, 440 nature reserves, several dozen landscafected areas, several thousand nature
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monuments and several hundred other protected amhobjects (ecological agricultural
lands, nature and landscape complexes and documentaits of inanimate nature).

The exceptional status and extraordinary naturhiegaof national parks in Eastern Poland
may be confirmed by the fact that a lot of them affe@an international rank. The national
parks - Bia owieski, Poleski and Bieszczadzki amshere reserves of a transborder range,
while the Biebrzaski, Wigierski, Narwiaski and Poleski parks are protected areas pursuant
to the Ramsar Convention concerning protectionabfiable aquifers and bog areas. On the
area of voivodships in Eastern Poland the totadsamvered by protection come up to over
50% of all biosphere reserves and almost 60% a®@asred by protection under the Ramsar
Convention in Poland; worthy of emphasis are spes##ural values of the podlaskie
voivodship, on the area of which is almost 50%IbRamsar areas in Poland.

Fig. 4. Areas of NATURA 2000

Source: www.wwf.pl

As regards the Natura 2000 areas, their biggesterdrations may be found in the Eastern
Poland voivodships as compared to the remaining paPoland. The analysed region

comprises over 40% of overall area of all domesgiecial areas of the conservation of wild
birds (SPA), and also special protection areasatiimal habitats. Furthermore, a considerable
part of planned Natura 2000 areas (proposed uhéesd-called Shadow List) is situated on
the area of Eastern Poland.

13



Areas of Eastern Poland are crossed by severabgical corridors of international rank.
These comprise valleys of the biggest rivers, asmtialy Vistula, Bug, Narew and Biebrza,
and the area of the Vistula Bay, which is a parbiofl migration route running along the
Baltic coast.

Purity level of the natural environment in EastBoiland is relatively high, which is to a large
extent an effect of low industrialisation and urisation level on this area; this concerns
especially the warmsko-mazurskie voivodship and podlaskie voivodshighich are
comprised by the functional area called the ‘Greéengs of Poland’. Eastern Poland has
comparatively few areas degraded by industry andheracterised by relatively low air
pollution. What is more, the quantity of sewagech&ged to water or to the ground keeps
systematically decreasing. Similarly as in the aafsair pollution, also the value of sewage
discharge in voivodships of Eastern Poland is drieeolowest in Poland.

The occurrence of lands with increased pressuréherenvironment is limited in Eastern
Poland first of all to major urban centres, direicinity of noxious industrial plants, as well
as the direct surroundings of transport routes withh traffic intensity, including heavy
transit traffic.

3.2. Human capital

In 2005 Eastern Poland was inhabited by 8.2 milpensons, which was 21.5% of the total
population in Poland. The smallest population dgnsi the five voivodships concerned is
noted in the warmsko-mazurskie and podlaskie voivodships. Voivodshipf the
macroregion are characterised by a population temdiich is lower than the average for
Poland that is especially low in the podlaskie aradmi sko-mazurskie voivodship, which
occupy the last positions in Poland, and have atdrs at the level of 60 and 59 persons per 1

km?.

The urbanisation level in Eastern Poland is vewy & compared to that of the rest of Poland.
The highest urbanisation indicators in this magymre are in voivodships with the lowest
population density: warmsko-mazurskie and podlaskie voivodship. The studrerban
population in those voivodships amounted in 2006a®% and 59.2% respectively (slightly
less than on average in Poland — 61.5%), whichegléitem as low as th&-40" position in
Poland. On the other hand, the lubelskigi, tokrzyskie and podkarpackie voivodships with
urbanisation indicators not exceeding 50% occupy |#st three positions in Poland. Only
three urban centres on the area of Eastern Pol@ndrasently inhabited by more than 200
000 persons each; these are: Lublin, Bia ystokaette. Rzeszow, Olsztyn and Elpl are
inhabited by 100 to 200 000 inhabitants. The setiat network is diversified. To the north
the percentage of inhabitants in towns is bigged @wns and villages form clearly defined
settlement units; the remaining area is dominatedispersed rural settlement and by small
and medium sized towns. Only some of the towns lwhised to be seats of voivodship
authorities and industrial centres play a limitek rof local growth centres.

Population of Eastern Poland is the most divedifieea in Poland with respect to ethnical
and culture aspects. The national and religiousoritias that inhabit these areas, such as
Lithuanians, Byelorussians, Ukrainians, Tatars,maan their separate culture, customs and
religions. Eastern Poland is also characteriseaglyndance of local habits and historical
heritage, expressed by a large number of monunaeitplaces of national commemoration.
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Fig. 5. Population density in 2004
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Source: Own studies based on data from the Statlstiearbook of VVoivodships, CSE 2006

On the area of Eastern Poland the population nukdsegs gradually decreasing. In the years
2000-2005 the number of inhabitants with permamegistration in voivodships of Eastern
Poland fell by over 57,000 despite the fact thaura growth in the scale of the entire
macroregion (although not in all voivodships) wésady positive. The average annual value
of this indicator expressed in per milles rangedhis period from 4.0 in the podkarpackie
voivodship and 3.3 in the warnsko-mazurskie voivodship to -1.3 in the lubelskie
voivodship and -2.8 in thewi tokrzyskie voivodship. Official data related to ogas in the
population levels in particular voivodship do niddistrate the actual situation in this respect,
as they have been prepared pursuant to the registrdata base. The actual population in
voivodships of Eastern Poland is much lower, athépast years an unregistered outflow of
population took place to the main centres in Pokmdi abroad.

The latest reliable data concerning the scale mpteary emigration come from the Polish
Census of 2002 (Fig. 6). According to those data2@®2 over 786 000 of permanent
inhabitants of Poland stayed over 2 months abrofdyhich from the territory of Eastern
Poland came as many as 214 000 persons, i.e. Z3f.a%those in Poland. From the area of
Eastern Poland the biggest number of personsrieft fpodkarpackie voivodship (77,000),
podlaskie voivodship (55,000) and warsko-mazurskie voivodship (33,000). In conversion
per 1 000 persons the highest percentage of persw@ysng temporarily abroad were
inhabitants of the podlaskie voivodship (45.5™ fosition in Poland, following opolskie
voivodship), and subsequently the podkarpackieodship (36.7 — 3 position in Poland) and
warmi sko-mazurskie voivodship (22.9 I gosition in Poland).
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Fig. 6. Number of emigrants staying temporarilycatot for a period longer than 2 months
per 1000 inhabitants in 2002
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Source: Polish Census of 2000

One of the primary causes for emigration is seekiuge attractive jobdn a wider context
this is connected with endeavours at achievingebditing quality. As regards the value of
monthly disposable income per person, householdsvioivodship in Eastern Poland occupy
the last positions (Fig. 7), with the gap betwekant and the remaining part of Poland
constantly increasing (revenues of the inhabitaftEastern Poland are by 10-20% lower
than the national average). On the other handntimber of persons benefiting from social
welfare allowances per 10.000 inhabitants exceededhational average; it is particularly
high in the warmisko-mazurskie voivodship, which is characterise@liygh unemployment
level.

The age structure of the population is charactéiigea progressing aging of the society. The
share of children and youth below 18 years keepgedsing in a clear way, and the share of
population in the retirement age is growing slighilhe increase in the share of population in
the production age may not be considered to be rdagaous, because in this group of
persons the quickest growth is taking place inrthmber of persons in the non-mobile age
(45-59 years for women and 45-64 years for men)chvimeans that in the forthcoming few
years the share of inhabitants at a post-produgitiage will grow considerably. Already at
present the problem of an aging society is the mastounced in the podlaskie and lubelskie
voivodships; it concerns to the lesser extent ttanw sko-mazurskie and podkarpackie
voivodship.
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Fig. 7. The average monthly disposable income pagrdon in households in 2004
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Source: Own studies based on data from the Statlstiearbook of VVoivodships, CSE 2006

The education level of the inhabitants of Easteota®d is slightly lower than the Polish
average, but worthy of attention are differencesvben voivodships. Overall in 2002 in
Eastern Poland 8.9% inhabitants (population oldemt12 years) had higher education
(average value for Poland 9.9%). The best situatias recorded for the lubelskie voivodship
(6™ position in Poland with an indicator at the lew$l9.4%). Subsequent positions were
occupied by the podlaskie andi tokrzyskie voivodships, which occupy positions @ &9
respectively. The last two voivodships, podkarpackind warmisko-mazurskie, are
characterised by indicators at the level of 8.5% &3% respectively, which gives them the
12" and the 1% position in Poland. In an analysis of secondargational education
voivodships of Eastern Poland occupy much loweitjoos. Also in this case the lubelskie
voivodship was the best, followed by podlaskie wdiship (' and 9" position in Poland),
but the remaining three voivodships occupy onehef last positions in Poland (only the
opolskie voivodship was in a worse situation). Tigkinto account the presented differences
in the education level, as well as data concerttiegsituation on the labour market, it may be
presumed that there is still a considerable shertdgspecialists, the demand for whom still
exceeds the supply (data about unemployment anaffebs). Mismatching in this respect
reaches 1 to 1.5 percentage point.

The percentage of persons with higher educationgbkiwer than in the remaining part of

Poland results from the fact that youth that takestudies in well known academic centres
outside the area of Eastern Poland as a rule tensksly there. It is worthy of emphasis that
youth graduating from secondary schools in Eagtaland is better prepared to commencing
studies than its peers in the remaining regions¢hwis proven by results of graduation tests
from secondary and middle schools in 2005 and 2006.
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Fig. 8. University students per 10 000 inhabitamt2005
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Source: Own studies based on data from the Statistiearbook of VVoivodships, CSE 2006

In Eastern Poland operate 79 various types untiegsin 2005 ca. 358 000 students studied
there — 18.5% of all Polish students, of whichZ&a5% in private universities. In the same
year high education was completed by 79,500 graduaf those universities, which
constitutes 20.5% of all graduates from universitie Poland. In absolute numbers the
biggest number of students were in universitiethan lubelskie voivodship (over 108 000 —
7" position in Poland), the least in the podlaskiezedship — almost 54 000 (position 14 in
Poland). In the years 1999-2005 the number of siisda universities of Eastern Poland grew
by few dozen percent (from 30% in the podlaskievedship to 60% in the warmsko-
mazurskie voivodship). However, it should be nateat in the past 2-3 years the number of
students has in practice become stabilised.

Despite a marked growth in the number of studentivodships of Eastern Poland, which
has taken place in the past years, a consideradfie gb youth from this macroregion
undertook studies outside the borders of its vastiat this may be best proven by the index
of the number of students in conversion per 10 @@abitants. This indicator was
particularly low in 2005 in the podkarpackie voiehip (3.7% - second last position in
Poland, after the opolskie voivodship), and onligtgly higher value in the warmsko-
mazurskie voivodship, podlaskie andwi tokrzyskie voivodship (4.3-4.5%). An
insignificantly higher value of the indicator (5.9%as reported in the lubelskie voivodship,
which was nevertheless slightly lower than theorati average (5.1%). Reasons for such a
situation may be sought in the fact that univessiin Eastern Poland do not have at their
disposal a sufficient didactic and infrastructysatential (both from the quantitative and the
gualitative viewpoint), which assures appropriadecation conditions for all young persons
willing to undertake studies there.

Although saturation of universities in Eastern Rdlauniversity staff remains on a level
similar to that on a national scale (50 academixhers per 1000 students in 2005), but
concurrently observed is a significant regionafedéntiation. It is very high in the lubelskie
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(58) and podlaskie (57) voivodships, placing themtiee & and 4" positions in Poland, but
already in the remaining regions it is low or eweny low; in the wi tokrzyskie voivodship
this indicator achieves a value in the overall saaifl Poland - only 32 teachers per 1000
students. In reality the situation in voivodshigsEastern Poland is in this respect much
worse. A considerable part of the academic staffg @specially professors, is not
permanently tied with universities of that macreoag A lot of academic lecturers who
deliver classes in that region commute occasiorfatign major academic centres, in many
cases dedicating to that past time not more thanday a week. Furthermore the level of
technical equipping of many universities operatingeastern Poland, including especially
specialisations of mathematics, natural scienceasatmology, is relatively low. As an effect
a considerable part of youth from Eastern Polancidés to take up studies in reputable
universities outside the borders of the region thehabit, first of all in Warsaw, Krakow,
Gda sk, Toru .

The educational offer of universities in EasterfaRd needs modification in the forthcoming
years. This comprises raising the education ledeVeloping education oriented at students
coming from abroad, including also those from Ukeaand Belarus, and working out unique
education products at the higher education levelsgecialised academic functions. Taking
into consideration the fact that in the neareatrtuthe level of outlays for the R&D sector
will be considerably increased, it is necessarintensify endeavours oriented at supporting
modern research, based on ties with other reseiasiitutions in Poland and abroad.
Programmes of education and research should taieagtount needs of regional economic
clusters.

Staff with highest qualifications for the industsyavailable on the area of the former Central
Industrial Centre, where armament and aviation stiis used to develop, in the
wi tokrzyskie, podkarpackie and lubelskie voivodsh{pging to impeding the development
of those sectors a partial outflow has taken ptdogell qualified employees to other centres
or to a different type of activity. It may be fedrthat this process will lead to outflow from
Eastern Poland of specialists who constitute astfasithe development of fields connected
with regional specialisation, especially innovatimdustries. Qualified human resources are
available in all those places where industrial nused to be or still are. They may form a
basis for the development of ties between sciemté #he economy and innovative
entrepreneurship.

The economic activity indicator of population indkgrn Poland is at a slightly lower level
than in the European Union (56.8% in 2005), wh&hevertheless close to the average value
for Poland (54.9%). Its value is significantly @iféntiated in particular voivodships.
Inhabitants of the lubelskie and podlaskie voivaplshire more active professionally (ca.
56%), while those in the podkarpackie, warshio-mazurskie andwi tokrzyskie voivodship
are less active (52-54%). No significant differesge this scope were recorded between
inhabitants living in towns and on rural areashaligh in the warmsko-mazurskie and
lubelskie voivodship the value of the economic\aigtiindicator was higher by 4 percentage
points than in towns, in thevi tokrzyskie and podlaskie voivodship by 2 points éoywhile

in the podkarpackie voivodship it is the same. s ather hand, the value of the economic
activity indicator indicated a strong diversifiaati with respect to gender. Similarly as in all
regions of Poland this indicator was much higheoagnmales than among females, assuming
values within the range from 64.0% (males) and %O(&males) in the lubelskie voivodship
do 60.5/44.9% in the warnmsko-mazurskie voivodship (in Poland on average/8Z.8%).

A problem that accompanies introduction of free kmtirmechanisms and restructuring
processes in the economy is unemployment, whicpitdea gradual decline in the last years
remains relatively high. This phenomenon is notiteaiversified spatially. Voivodshipsf
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Eastern Poland are characterised by a relativelyléwel of unemployment. In the scale of
the entire macroregion this level amounted to 16i8%005, i.e. it was slightly lower than
the national average (17.7%), but concurrently mhigher than in the European Union
(9.0%). The share of persons with lasting unempkym(over 12 months) was in all
voivodshipsof Eastern Poland on a level similar to the avefagéoland (57.7% in 2005),

although it was much higher than in the Europeaimi46.1%). The highest values of this
indicator were recorded in thevi tokrzyskie and warmsko-mazurskie voivodship (63.4%),
and the lowest ones in the lubelskie (52.2%) ardkamackie (54.8%) voivodships.

The lowest unemployment level in the scale of wHetdand was recorded in the lubelskie
and podlaskie voivodship (14.3%). The existencsunfh low values of this indicator in the
two above mentioned voivodships of Eastern Polancbnnected with the high share of the
employed in individual farming. For this reason theemployment level on rural areas
remains there on the lowest level in the entireaRl(below 10%). For the same reason the
situation of women on the labour market is reldyiveetter there than in the remaining part of
Poland, where unemployment among women is muchehigian among men. It should be
borne in mind, however, that the low unemploymewel on rural areas does not mean that
the situation on the labour market is advantagewushose areas. In reality rural areas of
Eastern Poland are a significant human resourcesrvwe, which for the lack of other
possibilities of finding jobs continues to be ti@dagriculture, which means in turn that there
is a high level of the so-called concealed unemmpkyt. Furthermore, those voivodships are
also characterised by a relatively low unemploynmewtl among youth, which is one of the
lowest in Poland. According to statistical dataE&fROSTAT for 2005, in the age group of
15-24 years it equalled to 30.3% and 30.6% resgygtiand was hence much lower than the
average one in Poland (36.9%), albeit concurremthgh higher than in the European Union
(18.7%).

Fig. 9. Unemployment rate in 2005 (according to L. FS
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Source: Own studies based on regional data bagaiaistat.

A similar situation is in the podkarpackie voivogshwhere the unemployment rate is
nevertheless slightly higher (16.6%); in a way tlisa side effect of implementation of

intense restructuring processes in the local imguas a consequence of which a significant

reduction in unemployment has taken place in madystrial plants, especially those from

the armament sector. For this reason a very higmpfoyment level is reported there among

youth — one of the highest ones in Poland — (43r82005).

A different situation occurs on the other handhi@ wi tokrzyskie and warmsko-mazurskie
voivodships, where a relatively high level of undoyment rate occurs, which in 2005
amounted to 19.0% and 20.4% respectively. As rexyénd first of the above mentioned

voivodships, a relatively high unemployment lexe&kconnected with the process of industry

restructuring in that region, which led to constimtering of the employment level in some
of its industries, above all in metallurgy and e telectrical machine industry, including
especially the armaments sector. Consequentlyeinvih tokrzyskie voivodship in 2005 the

highest unemployment level on the national scals keaorded in towns (24.7%), and also a

higher unemployment level among men (19.3%) thaonrejywomen (18.6) — the only such
case in Poland. A particularly high unemploymenel, which is of a structural nature, is
found in the warmisko-mazurskie voivodship (20.4% in 2005 sition in Poland). Such

a situation is to large extent a consequence ofi¢iséine of the economic base in small towns

and state run farms. For this reason a particulsidih unemployment level is found here on
rural areas (24.9%) and concerns first of all wor(#h6%). The warmisko-mazurskie and

wi tokrzyskie voivodships are furthermore characterisg a very high unemployment level
among youth. In the age group 15-29 years it anezlmy 2005 to 39.9% and 43.6%
respectively, which means that it was one of tighdst in Poland.

The low indicator of economic activity of the poatibn with a very high unemployment
level causes that the percentage of employed isloerin Eastern Poland, similarly as in the
remaining parts of Poland. A particularly low sharethe employed takes place among

population in the pre-retirement age, as well asragrvomen. The values of those indicators

clearly diverge in minus not only from those whibhave been stipulated in the Lisbon
Agency, but are clearly much lower than the averadee for EU27 (table 1).

Table 1 Indicators of the share of employed pergo205 in the context of provisions
contained in the Lisbon Agenda

Indicator Objective EU27 | Poland| Lubelskie | Podkarpackie| Podlaskie wi tokrzyskie | Warmi sko-
stipulated in | (in %) | (in %) | voivodship | voivodship | voivodship voivodship mazurskie
the Lisbon (in %) (in %) (in %) (in %) voivodship
Agenda (in %)
(in %)
Employed - 70 63.3 52.8 56.0 52.3 56.9 51.6 48.7
total
Employed 60 55.9 46.8 51.0 48.0 50.4 47.1 42.4
women
Employed 50 42.2 27.2 34.9 322 32.0 30.8 232
persons
aged
55-64 years

Source: Own study based on regional data baseeEthrostat
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3.3. Economy

The level of economic growth in Poland is charaséel by considerable spatial
diversification. In 2004 the average GDP per capéilae amounted in Eastern Poland only to
73.8% of the Polish average, i.e. it was approxgtyatwice lower than in the wealthiest
voivodship (mazowieckie voivodship). The GDP per capita valnethe voivodshipsof
Eastern Poland, which was as follows: in lubelskiszrodship69.4% of the national average,
podkarpackie voivodshi$9.8%, podlaskie voivodshi@g4.7%, wi tokrzyskie voivodship
77.4% and warmisko-mazurskie voivodship 77.7%, placed them ingtwip of the poorest
regions not only in Poland, but also in the Europé&lmion (over 40% of the average for
EU27). The situation on the level of NUTS 3 appedarde slightly more diversified. All
subregions with their GDP per capita have a valuehrbelow the national average, and the
best one of them, the olszgki subregion, achieves a level close to 90% of rthgonal
average. The lowest growth level is recorded irregibns situated along the eastern border:
bialskopodlaski region (59.4%), che msko-zamojggion (59.8%), kranie sko-przemyski
region (60.0%).

In the years 1995-2003 Eastern Poland was devejagiatively slower than the remaining
areas in Poland, as a consequence of which traoeegdlifferentiation between the eastern
part of Poland and the remaining areas of Polanceased still further (Fig. 10). While in
1995 voivodship®sf Eastern Poland generated 16.9% of gross domastittict of Poland, in
2004 only 15.7% GDP. A slight improvement of thisation took place in 2003, when the
lubelskie, podkarpackie,wi tokrzyskie and warmsko-mazurskie voivodshiprecorded a
higher growth dynamics than the average one inrelold should be emphasised, however,
that as compared to the average in the EuropeamnUaver the years 1995-2004, all regions
of Poland have significantly improved their sitoati Among voivodships of Eastern Poland a
relative quick development took place in thei tokrzyskie, warmisko-mazurskie and
podlaskie voivodships, as their GDP grew in thatetifrom ca. 33-34% to ca. 38-39% of
average for 27 member states in the European Unibe. lubelskie and podkarpackie
voivodships, which started in 1995 from a similaneshold, developed much more slowly. As
an effect in 2004 they achieved only ca. 35% of@i#P value for EU-27. Concurrently the
average value of that indicator or the entire cougtew from 42.5% to 50.7%.

Fig. 10. GDP per 1 inhabitant as compared to th27&d 2004
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The present regress of regions in Eastern Polaisgésato a large extent from structural
delays. The reason for GDP level per capita onetamsas being so low as compared to the
average for Poland is the highest share of agullpopulation in the scale of Poland, loss
of the hitherto economic base as a consequencestiicturing processes (this concerns in
particular the warmisko-mazurskie voivodship — problems of the forntatesrun farms, as
well as the wi tokrzyskie and podkarpackie voivodship — problem@nected with
restructuring of towns, which have metallurgicaldaarmament industries), and also
insufficient involvement of external capital. Th&tablishment of special economic zones (the
first SEZ in Poland was established in 1995 in kgl alleviated transformation
conseqguences only in a scope which is limitedtterally.

Furthermore, in the years 1995-2003 a downwarddtiefngross value added generated in
Eastern Poland against the national value tookepldtis rule in relation to the entire
economy of Eastern Poland may be confirmed by wskgp work and employment
effectiveness indicators as compared to GDP peitacap 2004 which show that the gross
value added per one inhabitant places four voivipdsbf Eastern Poland (lubelskie,
podkarpackie, wi tokrzyskie and podlaskie) on the very bottom of like of voivodships,
below 80% of the national average.

The number of enterprises registered in the NatiOfgcial Business Register REGON is in
conversion per 1000 inhabitants lower than theonati average. In Eastern Poland in 2005
this indicator equalled to 72.2, in Poland — to794The gap to the national average also
increased in this respect in the years 1995-2004.
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Fig. 11. GDP per 1 inhabitant in the years 1995428@ainst the EU27=100
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Source: Own studies based on data of Eurostat
The most essential manifestation of economic problen Eastern Poland is the low
productivity. In 2004 it ranged from PLN 112 000r deemployed person in the lubelskie
voivodship to PLN 169 000 in the warmsko-mazurskie voivodship. The warrsko-
mazurskie voivodship reaches a value of global pectdn in conversion per 1 employed
person coming up to 90% of the Polish average (ER). Podkarpackie, podlaskie and
wi tokrzyskie voivodships have very similar indicatqca. 70% of the Polish average),

while the Ilubelskie voivodship clearly diverges rfrothe entire group in a clearly
disadvantageous way (ca. 60%).

Fig. 12. Global production per 1 employee in 2004
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The area of Eastern Poland is relatively weaklygtdalised. In 2005 the value of industrial
output and construction and assembly productionusateal only to 12.3% of overall national
production, which as compared to the area and ptipnl number is proof of low
industrialisation level of this macroregion. As @nsequence of restructuring of the Polish
economy executed in the nineties, major industgahtres situated mainly in the
podkarpackie, lubelskie andwi tokrzyskie voivodships have decreased their praduoct
potential. Furthermore, the level of investmentdol in enterprises that belong to those
sectors and adequate to the share of industrialugtion and construction and assembly
production. Five voivodships of Eastern Poland pgclast positions in Poland owing to the
value of industrial output per 1 inhabitant (Fi§).1

The share of the industrial processing in the GWActure of particular voivodships is higher
than the national average only in the podkarpac&igeodship (second result in Poland) and
warmi sko-mazurskie voivodship (slightly above the avejagrhe necessity of further
restructuring and modernisation of industry in \oaships of Eastern Poland may be proven
by the fact that the level of gross value addedstribl processing per one employee is in all
voivodships lower than the national average (pcadti the lowest positions in the ranking of
voivodships), and in addition has recently shovdoantrend.

Capital outlays in industry and construction aredo in Eastern Poland than required by
restructuring. In 2005 they stood at only 15.3%wuoflays borne by enterprises of this sector
of the economy in the entire Poland. The importaoténdustry and construction for the
development of Eastern Poland may be proven byaittethat the share of capital outlays in
this sector was in all voivodships of this macravaeg(with the exception of podlaskie
voivodship) significantly higher than on average Roland (55.1% in 2005), and achieved
the highest values in thevi tokrzyskie and podkarpackie voivodships (72.8% &6d7%
respectively). Only in few cases the share ofipaldr industries in capital outlays is
markedly higher than the average for Poland (inelskie and warmisko-mazurskie
voivodships this concerns construction, in podkekpavoivodship — real estate services and
companies).

Fig. 13. Industrial output (current prices) penhabitant in PLN in 2005
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In Eastern Poland role of agriculture as compaoautiier sectors of the economy is relatively
significant. In the gross value added structur@aticular voivodships agriculture acquires
diverse values. In 2004 for four voivodships ofstimacroregion this indicator noticeably
exceeded the national average (5.0%), and reableekighest value in podlaskie voivodship
(12.1% - the highest share in Poland); it was figglower in warmi sko-mazurskie,
lubelskie and wi tokrzyskie voivodships (9.3%, 8.4% and 7.7% respelgf). The smallest
importance of agriculture is recorded in the pogkakie voivodship — 3.3% (the share is
there practically the lowest in Poland, although Bigher than on average in the European
Union — 1.9%). A striking differentiation is alsdserved for indicators of gross value added
per one employed person in agriculture. The wasko-mazurskie voivodship in 2004 was
characterised by one of the highest indicatorsoial (180.5% of the national average™ 3
position in ranking), while agriculture in the Paslle region is slightly below the average, and
the clearly lowest productivity occurs in the pogiackie voivodship (27.7% of the national
average — the worst result in Poland). Such resakslt from a very high employment in
agriculture and low yield production, especiallylutelskie and podkarpackie voivodships.
Persons working in agriculture (along with fishiagd forestry) constitute in voivodships of
Eastern Poland 29.8% of the total number of emmlaykile in the entire Poland 17.4% (data
from 2005). Agriculture in Eastern Poland supplied 2005 25.2% of final domestic
agricultural produce. Only agriculture in the padlie® and warmisko-mazurskie voivodship
agriculture was characterised by a relatively higvel of production yield, albeit slightly
lower than on average in Poland.

The sector of services (market and non-market sesyiis in Eastern Poland less developed
than in the remaining part of Poland. It employs346 of all working persons, while this
percentage for the entire Poland equals to 53.4%a (fdom 2005). In this respect voivodships
of Eastern Poland occupy last positions on theonatiranking, with the exception of the
warmi sko-mazurskie voivodship (52.1%), in which tourish@s acquired significant
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economic importance. This gap is clearly visibletlie case of highly effective market
services, in which in Eastern Poland worked 19.1%e total number of employed in 2005,
as compared to the indicator value of 27.4% forehgre Poland. The low growth level also
concerns the business environment sphere. In 2@04astern Poland in financial
intermediation and services related to real esaatk companies, i.e. principal sections that
provide services for the populations, worked 6.1%the total number of employed persons,
while in the entire Poland 9.7%; five voivodshigsEastern Poland occupy the last positions
in this respect on the national ranking.

Eastern Poland has potential for the developmertivadrse forms of tourism. This results
from considerable landscape differentiation andesmely valuable natural areas, the values
of which are exceptional in the scale of Europe:. fhis reason this region belongs to the
principal tourist areas in Poland. This may be prointer alia by the fact that in 2005 it had
at its disposal 15.7% of holiday accommodationlitées open all-year round in Poland. In
2005 in Eastern Poland stayed 15.4% of touristeerscale of Poland and 12.7% of all places
in holiday accommodation facilities were sold (Fid). The number of beds in tourist
facilities open whole year round per 1 000 inhatiganay be considered a good measure for
the development of the tourist function. With theception of the warmisko-mazurskie
voivodship, in which this indicator was relativelygh (12.8 in 2005), in the remaining
voivodships of the macroregion it remained on a imioever level than the national average
(9.0) and ranged from 4.3 in thevi tokrzyskie voivodship to 6.5 in the podkarpackie
voivodship .

Fig. 14. Sold places in holiday accommodation faed in 2005
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Source: Own study based on the CSE regional daga ba

The quoted data allow the presumption that the éeatloped tourist base, and concurrently
with most convenient conditions for further devetmmt of tourism, is available in the
warmi sko-mazurskie voivodship. The tourist importance af given voivodship is
determined in the first place by its natural val(fégh afforestation, numerous lakes, as a rule
clean rivers) and culture related values (e.g. wadserved monuments of medieval defence
architecture and sacral monuments), as well aselaéively small distance to Warsaw. With
view to the first two factors the warnsko-mazurskie voivodship is frequently visited not
only by tourists from Poland, but also by those itmnirom abroad (as regards tourists from
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Germany this is in many cases the so-called sentah&urism). Owing to the third factor in
this region frequent are the so-called ‘second ifseimmer cottages).

Also the podlaskie voivodship has onsiderable stusidvantages. This voivodship has a
smaller potential important with respect to masseaational tourism (it is available mainly in

the Augustéw, Sejny and Suwa ki poviats), but atéfers very good conditions for the

development of qualified tourism — mainly naturéented (area of the Bia owieski Forest
Complex, valleys of the Biebrza and Narew Rivemsyszy ska Forest).

The lubelskie voivodship offers only slightly infer conditions for the development of

tourism, and it may be presumed that the main ki is the culture oriented tourism (inter

alia in connection with situation on the culturerderland, monuments of Zamog Lublin,

Kazimierz Dolny, Puaw etc., numerous manor hoysesplified tourism (the Poleski

National Park, the Roztoczski National Park) and health and spa tourism (&zw).

Recreational tourism of a mass nature also occasscélly only in some towns of the
czy sko-W odawskie Lake District.

Despite the fact that the podkarpackie voivodshabomigs to the most important tourist
regions in Poland, it is not sufficiently attragjvfrom the viewpoint of mass recreational
tourism (the only exception is the Salki Artificial Lake on the San River). Neverthelets
importance for health and spa tourism and for leape tourism (both the Bieszczady and
Beskid Niski mountains, as well as towns with nuowesr interesting monuments) is
considerable.

Fig. 15. Distribution of Polish tourist traffic 2006
(all trips — data in million visits per 1 milliomhabitants)
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Source: Source: Own study based on data of th@utesbf Tourism and the CSE regional data base

The same concerns also thei tokrzyskie voivodship, which offers good conditiofts
adventure tourism, including the area of thve tokrzyskie Mountains, Kielce, Sandomierz,
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Opatéw). Mass recreational type tourism is offebedically only in the vicinity of major
towns (Kielce, Starachowice, Ostrowiewi tokrzyski, Skarysko-Kamienna, Koskie) and
concerns in the first place areas in the vicinitgwrface aquifers.

As regards opportunities for further developmentaafrism, voivodships of Eastern Poland
have a few common features. In the first placesic@rable development possibilities (owing
to their agricultural nature) are opened by agritmm, or in a wider sense rural tourism.
Already at present several local and regional agrist associations are operating there.
Secondly in voivodships of Eastern Poland — thi:mceons to the lesser extent the
podkarpackie voivodship — tourist movement takes@lbasically in the summer season. This
phenomenon should be considered as disadvantadgedusmt much can be done to prevent it
(this may be successful merely on a local scalaey—ie certain towns, in which importance
can be acquired by congress type travel or heafirspa tourism). Thirdly it may be expected
that tourism and recreation connected with sumrogages will acquire significance, mainly
not as much in the scale of whole voivodships,rbuth more locally.

Fig. 16. Foreign tourists per 1000 inhabitants,5200

An analysis of interest shown by foreign touristgarticular voivodships shows nevertheless
that the voivodship of Eastern Poland that occupiestop position, i.e. the warnsko-
mazurskie voivodship, occupies only the fifth piesitin this ranking, and exceeds slightly
the national average value for this indicator (Ri§). The remaining voivodships are
decidedly below, while the podkarpackie voivodslaipd the wi tokrzyskie voivodship
occupy the last positions in the ranking in Poldndicators concerning domestic tourists are
similar. The reason could be lack of appropriateastructure and good access to the tourist
base, including that business-oriented. Indicat@isowing saturation of holiday
accommodation facilities place Eastern Poland belbw national average, although
differences between particular voivodships are mdifthe best one of them, the wargekio-
mazurskie voivodship, achieves a four-fold satoratiof that in the wi tokrzyskie
voivodship). This proves the existence of high rese in tourist development of Eastern
Poland and possibilities of their use through exioag of the tourist product and promotion
of values offered by particular voivodships.
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Fig. 17. Foreign tourists in accommodation fa@ktper 1000 inhabitants in 2005
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3.4. Transport and telecommunications infrastrectur

As regards transport links, the area of EasterariRbbelongs to the most peripheral ones in
the scale of Europe. Not only transport links betwgoivodships of Eastern Poland are bad,
but also the links of that area with the capitay @nd with the central region of Poland.
Furthermore, the relatively small number of borderssings is a transport barrier in external
relations. The transport accessibility of this asedetermined not only by the transport route
density indicator, but also parameters that chareset the standard of links, such as bearing
capacity of the pavement or trackways, road widttessibility of the road and railroad line.
Apart from weaknesses with respect to land transggastern Poland is characterised by
highly insufficient accessibility by air (apart frothe podkarpackie voivodship).

Although the area of Eastern Poland is crossedelgral important road routes, both in the
east-west and north-south directions, only soméhei were included in the TEN-T list.

These include roads situated along the future matgs and expressways: A2, A4, S7, S8,
S12, S17, S19 and S22 and respective railway liB26/CE20, E30, E65, E75, 7 and 204.

In Eastern Poland there are no motorways or expse@ss. The average density of public
roads with paved surfaces is 68.3 km per 100 ¢2805) and this indicator is lower than the
national average (81.2 km per 100%nonly the wi tokrzyskie voivodship has a higher road
density than the national average — 103.2 km perki (Fig.19). However, a much more
serious problem than the insufficient density of ttbad network is their condition and
technical parameters, especially with view to tlet fthat through Eastern Poland run
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intensely used roads going to border crossingssdhoads in the majority of cases run
through town centres, and consequently are higbkraus for the inhabitants as well as for
traffic participants. For areas situated between \hstula River and the eastern border of
Poland (mainly the lubelskie voivodship and a pafrtthe podkarpackie voivodship) a
significant barrier is the lack of bridges, whidatls to excessive concentration of traffic on
routes with available bridge crossings and eloogawf travelling time. On some road
sections the traffic flow capacity threshold ha@éiexhausted. The schedule of immediate
reconstruction needs on national roads at the énd004 (this concerns those in poor
condition) shows that the majority of such needsnishe wi tokrzyskie voivodship and
warmi sko—mazurskie voivodship, and the best situation ke podlaskie voivodship.

Fig. 18. Roads and railroad lines in the TEN-T roetw
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Source: Prepared based on Annex Il (Article 2thef Accession Act), 8. Transport Policy

Eastern Poland comprises 22.9% (2005) of the ralti@ilway network in use. The average
density of railway lines amounts on this area tdych7 km/100 kmi. In none of the
voivodships does this indicator exceed the natianarage (6.5 km/ 100 K and it is
particularly low in the case of the podlaskie vaiship (3.4 km/100 kAR). Despite the low
density of the railway network, in the past 5 ye@69 km of unprofitable railway line
sections have been excluded from operation. A vewiecurrent trends as regards demand for
transport and transport accessibility of Eastertafbhas shown that segments of transport
market in which development of railway transpori e justifiable, include in the first place:

transit freight transport as an option for heavgddraffic (including the development of
intermodal solutions),

quick passenger transport as means for providimg lirom voivodship centres in Eastern
Poland with Warsaw, other national metropolises\daadhem with Western Europe,
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transborder passenger transport to centres in tkeaing, Byelorussia and in the

Kaliningrad District, as an option for the ineffet (for formal reasons) system of border
crossings available for passenger traffic,

local transport (in the case of some of the cejtras connection of railway to the

integrated system of municipal transport,

in selected regions tourist traffic.

Fig. 19. Density of Road and railway lines, Polab@e
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Source: Draft Strategy for the social and economic growtlEastern Poland by 2020.

To date domestic air transport has not played gioitant role in Eastern Poland. The only
bigger airport on this area, which is a part of TEeN-T system (Rzeszow Jasionka in the
podkarpackie voivodship) handled and cleared irb28&@otal of almost 94 000 passengers,
which means that it had only 1.3% share in the all/&volish market. It should be borne in
mind, however, that the number of passengers agidnd departing form that airport
increased nine-fold in the past six years. Takimg iconsideration the marked interest of
voivodship self-government authorities and majtiesiin development of regional airports, a
gradual increase in the role of air transport magxpected on that area.

The existing water routes in Eastern Poland corapaisnetwork of rivers and channels,
mainly in the podlaskie voivodship and warsko-mazurskie voivodship, used for tourist
purposes. These require to a large extent recatistnu and modernisation works.
Maintaining the road route network, restoring nabidjty on closed sections, could be a
stimulus for the development of tourism and revieélthe only sea port in this area, in
Elbl g.

As regards providing the public telephone netwdhe area of Eastern Poland has an
indicator of 274 lines per 1000 persons (2005),levthie national average is 308. A value
close to the national average has only been rapantéhe podlaskie voivodship (304); the
lowest telecommunications accessibility is in tleiofving voivodships: podkarpackie and
wi tokrzyskie. The percentage of households providétd & computer is lower than in
countries of Western Europe — in the 5 largest Eunimer states two-thirds of households has
a computer, in Poland only 42%. The number of hbaolsks with personal computers is in
voivodships of Eastern Poland the lowest in Polarfte percentage of households with a
computer in each of voivodships of Eastern Polandelow the national average and ranges
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from ca. 33% in the warmsko-mazurskie voivodship to 38% in the podlaskievadship.
Similar disproportions concern access to broadbateinet. According to the latest data of
CSE (November 2006 ), 36% households in Poland88@6l of enterprises had access to the
Internet, of which 22% and 46% respectively haceasdo broadband Internet. As regards the
ratio concerning the number of broadband lines1®€r inhabitants, Poland with its result of
4.5 occupies the third last position in Europeloleked only by Greece and Slovakia. The
situation is especially difficult on rural areasheve indicators concerning provision of
telecommunications network are on average twicetdhan in towns.

Fig. 20. Saturation with the service of accessrtattband Internet
per 100 inhabitants in EU countries
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Source: Report “Broadband access in the EU: sitiaton 1 January 2006

Access to the Internet is not the same for allaegjin Poland, which was presented on the
below drawing. As may be seen, the last positionaccess to the Internet are occupied by
voivodships of Eastern Poland — especially thie tokrzyskie and podkarpackie voivodships.
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Fig. 21. Internet penetration
in particular voivodships in the years 2005-2006.
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Source: Instytut cznoci, "Internet w Polsce i jego wtkownicy"[Internet in Poland and its
users]

Fig. 22. Changes in penetration of internauts mi@aar voivodships in the years 2005-2006.
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3.5. Research and development potential

In 2005 outlays on research and development acfiviEastern Poland came up only to 7.9%
of all outlays on this type of activity in Polarid.none of voivodships of this region did they
exceed 0.5% of regional GDP and had a down trematohversion per 1 inhabitant those
outlays in all voivodships of Eastern Poland reradimn a level much below the national
average (PLN 146 in 2005), and in thei tokrzyskie voivodship they were the lowest in
Poland (only PLN 15); the best situation in thispect was in the lubelskie voivodship, in
which this indicator totalled to PLN 84"®osition in Poland).

It may be presumed that limitation of outlays osearch and development activity resulted
from the bankruptcy of major enterprises specidliseproduction for needs of the armament
industry in the southern part of the analysed avelaich have their own research and
development and design institutions. This phenomesovaried over the area in question.
Outlays on research and development activity hadrtbst pronounced down trend, i.e. by as
many as 5 times, in thevi tokrzyskie voivodship, while in podkarpackie voighip by one
third, and in the remaining voivodships grew by 2B%. At present the research and
development activity, on a much lesser scale arndiffarent scopes, is being conducted on
new scientific institutions, universities and ept&es on the entire area of Eastern Poland,
however, this process has low dynamics and requadshtional financing from diverse
sources, both from the budget and by other ingiitgtthat handle R&D.

Fig. 23. Outlays on research and development &c(i®R&D) per 1 inhabitant in PLN in 2005
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Voivodships on this area remain on last positionthe ranking of the number of research and
development employees working in R&D per 1000 msienally active persons. Only in the

lubelskie voivodship (3.2) and in the podlaskieveaiship (2.6) reported was a value of this
indicator that is slightly lower than the natiomaerage (4.4 in 2005); in the three remaining
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voivodships they were within the range of: from th@he warmisko-mazurskie voivodship
to 1.2 in the wi tokrzyskie voivodship, which situated those regionsthe last positions in
Poland.

Table 2. Outlays on research and development gctiv2004 in the context of the Lisbon
Agenda provisions

Indicator Objective | EU25 | Poland | Lubelskie | Podkarpackie | Podlaskie| wi tokrzyskie | Warmi sko-
stipulated (in (in %) (in %) (in %) (in %) (in %) mazurskie
under the %) (in %)

Lisbon

Agenda

(in %)
Outlays on 3 1.86 0.56 0.40 0.35 0.19 00.6 0.21
R&D as % of
GDP
Outlays of 67 64.2 28.7 23.1 75.3 7.6 60.3 6.9
enterprises

Source: Own study based on regional data base & CS

The magnitude of outlays borne on research andia@went activity in industry is not very
high in Eastern Poland (with the exception of pogkakie voivodship, which occupies the
fourth position in Poland). Nevertheless the sharendustry in the structure of outlays on
R&D of particular voivodships in this area is vemgh, especially in the podkarpackie
voivodship (75%), wi tokrzyskie voivodship (ca. 50%), as well as lubmskoivodship
(23%) —£' 39 and 7" position respectively in Poland (warrsko-mazurskie voivodship and
podlaskie voivodship occupy in this ranking the ipos before last and the third bottom
position respectively).

The specific nature of Eastern Poland is conneati¢iu its situation, natural conditions and

state of development, and allows indicating scagexctivity which may become factors that
stimulate the social and economic growth. One chgurojects may be establishment of the
so-called ‘aviation valley’, i.e. a complex of awts oriented on supporting specialist and
technologically advanced aviation industry centieghe lubelskie and the podkarpackie
voivodships. They should comprise implementatiorinffastructural projects, mainly those

in the field of transport, as well as projects aacted with the development of business
environment institutions, conveniences for companiat implement modern technologies,
specialist education, research and developmentraplomoperation with other aviation

industry centres in Poland and abroad.

Regional specialisation may also comprise the dgwveént of agricultural and food product
processing, supported by application of modernneldyies, and based on local agricultural
production, both vegetable and animal productsthbse specified scopes regional policy
should be supporting the development of industliadters, which in Eastern Poland are only
in the seed phase.

3.6. Investment attractiveness

A review of factors comprised by an evaluation rfeistment attractiveness of voivodships
points to the existence of evident disproportioesMeen the regions. Studies performed by
the Institute for Market Economitshows that voivodships of Eastern Poland occupy th
lowest classes of investment attractiveness irsthde of the entire Poland. The podkarpackie

2 “Investment attractiveness of voivodships and sidnsgf Poland 2005” Tomasz Kalinowski (ed.), Instytut
Bada nad GospodarkRynkow , Gda sk 2005.
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voivodship and warmisko-mazurskie voivodship were considered to beoregiof low
investment attractiveness (class D), while thei tokrzyskie voivodship, lubelskie
voivodship and podlaskie voivodship with the lowelstss (class E). Determinant factors for
such a situation comprised first of all: insuffigieactivity of voivodships with respect to
investors, low absorbability of regional sale m#skenadequate transport accessibility and
low level of economic and social infrastructure.

Possibilities of economic development in particulagions depend to a large extent on the
value of investment outlays. Voivodships of Easteatand are characterised by a very low
indicator of investment outlays per 1 inhabitanthil® in 2005 it amounted on average in
Poland to PLN 3434, in Eastern Poland it reachedviiiue of PLN 2442, which is only ca.
65% of the national average. The least favouraiblatsn in this respect is in the lubelskie
voivodship (PLN 1992) and thevi tokrzyskie voivodship and podkarpackie voivodship.

The low investment attractiveness of Eastern Potaay be illustrated by a particularly low
number of companies with the share of foreign ehpht the end of 2005 there were only
3300 such companies in Eastern Poland, with tlz metmber of such companies on the area
of entire Poland being 54,300; in none of the fieévodships in question did their number
exceed 1000, and in the podlaskie awd tokrzyskie voivodship even 500. The dynamics of
inflow of foreign investments to voivodships of Eas Poland was highly differentiated in
the years 2000-2004. In the analysed period forémyestments in Poland increased on
average by 60%, while in the podkarpackie voivodghie highest increase in Poland was
noted by more than 130%, and in thei tokrzyskie voivodship by almost 100%.
Concurrently in the warmgko-mazurskie voivodship an increase of mere 14% neported,
while in the lubelskie and podlaskie voivodshige bnly ones in Poland, a clear outflow of
foreign capital was noted by more than 26% andvgy 60% respectively.

Fig. 24. Investment outlays in PLN per 1 inhabitiarn2005

B > 350(
[ 3000- 350C Poland =PLN 3434
[ 2500- 300C Eastern Polar =PLN 24418

[ 1500 - 2500

Source: Own study based on regional data base &f CS
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Nevertheless on the Eastern Poland area positaegels are currently taking place related to
gradual growth of the share of innovative entegwisThis percentage, which in 1999 in
particular voivodships stood at ca. 19-33%, in 2@@8w to 39-44%, with the national
average being 39.3%. A review of distribution ofidgration centres in Poland points to an
evident weakness (from the quantitative viewpoim&rmi sko-mazurskie voivodship and
wi tokrzyskie voivodship (a total of 3 centres). Aghlily better position was recorded for
the podlaskie voivodship (5 centres) and lubelsidesodship (4), with the podkarpackie
voivodship best provided with such centres (8).

Raising the scientific level of the most importaasearch and development institutions is
necessary for enhancing the innovativeness levetohomy in Eastern Poland. This may be
achieved first of all by correlating their activityith stronger national and foreign institutions,
as well as by establishing a network of scientiftoperation within this macroregion, using
the strongest research institutions as leaders.k@¥e@search institutions that develop on
their own are not likely to come out from the sghef peripheral science, and so allocating
funds to them is only justified with concurrent axgion of their contacts with the stronger
research and development institutions or with gmiees. Furthermore, it is necessary to
continue the processes gaining research staff Wwithest qualifications from leading
university centres and supporting the developmémbaal research staff, with simultaneous
limitations of their migration.

Assuring a high innovativeness level to the econamy abilities for effective transfer of new
technological solutions to the sphere of enterprissguire implementing diverse support
activities, including also those oriented at dep#lg the institutional sphere of supporting
entrepreneurship, inter alia by establishing sdiemtarks, and also technological parks and
incubators.

On the area of Poland a total of 41 organised imdligparks, science and technology parks
and technological parks could be identified, whoxmprise an area of more than 3500
hectares. Of the above mentioned number, 8 ceateesn the voivodships of Eastern Poland,
of which as many as five in the lubelskie voivogs(fcience and Technology Park of the
Lubelskie Voivodship in Lublin, Lubelski Sciencedaifechnology Park, Industrial Park in

widnik, Industrial Park PZL widnik and Pu awski Industrial Park), two in thedtaskie
voivodship (Science and Technology Park Polska-\dld¢h Suwa ki and Podlaski Industrial
Park in Czarna Bia ostocka) and one in the podi&ipavoivodship (Podkarpacki Science
and Technology Park in Rzeszow); in thei tokrzyskie voivodship or in the warnsko-
mazurskie voivodship there is not a single parthef type. The total area comprised by parks
in the Eastern Poland amounts to over 800 ha @%. & the total area of parks in Poland), of
which the size of 100 ha is only exceeded by theawski Industrial Park (570 ha) and the
Podkarpacki Science and Technology Park in Rze¢2@® ha). A part of those parks are still
in the phase of establishment and organisationh(lpairks in Lublin, Podkarpacki Park,
Polska-Wschdéd Park).

Parks in Eastern Poland are still in the orgaresafihase, a part of works connected with
establishment of the parks is still in the stagstafly works or on stage | of construction of
cubage structures — which renders impossible proyigervices for enterprises. On the other
hand, a review of data available for 38 parks thatactivity on the area of Poland shows that
the average park has an area not exceeding noédirgemuch 100 ha (106 ha). On the area
an average Polish park runs the activity of 1 te6tties, and on average this comprises only
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20 entities (18.4); on average in companies thataip in parks almost 540 persons (538.3)
find jobs.

Of the 107 incubators that are currently operaitmBoland, 16 such facilities are on the area
of Eastern Poland. Two of them are technologicaulmators (in Mielec and Krosno —
podkarpackie voivodship), four are academic incoitsa(two in Rzeszéw — podkarpackie
voivodship, one each in Bia ystok - podlaskie vaisbip and Elblg — warmi sko-mazurskie
voivodship), and the remaining 10 are entreprem@préncubators (Puawy — lubelskie
voivodship, Kolbuszowa, Krosno and Sanok — podkeki® voivodship, Ostrowiec
wi tokrzyski and Starachowice wi tokrzyskie voivodship, E k, Pak and Olsztynek -
warmi sko-mazurskie voivodship), the majority of whictofdocal rank.

On a local scale investment attractiveness is exd@thby special economic zones (SEZ). At
the end of 2006 the entire area of special econauies in Poland amounted to 8164
hectares. On areas covered by the Programme opleeateielecka, starachowicka, suwalska,
tarnobrzeska and warnsko — mazurska zones, which cover a total are®0® hectares, i.e.
35.5% of the area of all zones in Poland.

Tab. 3. Specification of development in specialnernic zones

Developed lands Degree of land
No Zone name Zone are (hectares, Dec. Undeveloped lands development
(hectares) ! (hectares, Dec. 2006|)
2006 ) %
1 |[Kamiennogorska 2412 147.61 93.111 61.32
2 |Katowicka 11846 773.04 416.11 6501
3 |Kostrzy sko-S ubicka 80689 558.69 248.20 6924
4 |Krakowska 26418 218.89 45.59 8276
5 |Legnicka 41680 279.1% 137.65 6697
6 | 6dzka 51164 395.43 116.20 7729
7 Mielecka 70712 548.1¢ 158.94 7752
8 |Pomorska 6702 462.14 214.88 6826
9 |S upska 21912 157.3% 61.7§ 7181
10 |Starachowicka 32974 250.8( 78.95 76.06
11 |Suwalska 28894 198.1¢ 90.74 6859
12 [Tarnobrzeska 104919 897.8" 151.31 8559
13 Wa brzyska 93913 798.26 141.16 8497
14Varmi sko- 52407 337.5] 186.5¢ 64.4Q
Mazurska

Total 8 16431 6 023.11 2 141.20 7377

Source: Ministry of Economy, 2007

A review of data related to the degree of usaglmds situated in special economic zones
shows that SEZ areas situated in Eastern Polar &ipm the suwalska and warrsko-
mazurska zone, are used to a larger extent thaverage in the remaining parts of Poland,
which constitutes positive proof of existing demdad such areas. Numerous organisations
and institutions that facilitate running economativdty operate on their area. A factor which
may be taken into consideration by future invesisrshat restructured industrial centres
comprise facilities and large areas of post-indaistands available for use, which could be
adapted for production and trade operation at lawtays.
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Under EPD OP support will be granted to projectst titomprise construction or
modernisation of technical infrastructure on arefathe already existing SEZ, which will not
affect quantitative increasing of areas availalle ifivestments within special economic
zones, and will additionally influence their quglitn a positive way, simultaneously
improving the attractiveness of those areas foem@l investors.

In Poland at the end of 2005 under the Nationaicfaif Business Register REGON over 3.6
million business entities were registered, of whattmost 600 000 on the area of voivodships
covered by the Programme. Of the overall numberbo$iness entities, 96.2% were
enterprises classified to the private sector. Tiggdst group among the registered enterprises
are microenterprises, which constituted ca. 95.1#@l@conomic entities. The share of small
enterprises was equal to 4.0%, medium enterprige8%, while large enterprises came up to
ca. 0.1% of all enterprises operating in Polanccokding to estimates it is expected that from
among registered enterprises, ca. 1.7m actuallgconomic activity.

Pursuant to data of the National Official Businédsgister REGON, 722 enterprises are
registered per 10 000 inhabitants on the area stieia Poland.

Table 4. Entities of the national economy registersder the National Official Business Register
REGON by voivodships.

Territorial unit Economic entities
POLAND 3 636 039
EASTERN POLAND 597 789
LUBELSKIE 150 579
PODKARPACKIE 140 656
PODLASKIE 88 931
WI TOKRZYSKIE 106 312
WARMI| SKO-MAZURSKIE 111 311

Source: Regional Data Bank, CSE, 2006

The development of small and medium enterpriseBdland is financed in the first place
based on own funds. Such financing strategy isadedl by over 90% companies from the
SME sectot.

As regards financing SMEs, in many cases we aredfadgth the so-called capital gap. This
phenomenon leads to difficulties in obtaining fiogug for relatively small investment
projects. Owing to the fact that costs of prepargtimonitoring and servicing of a small
investment project are comparable to costs bornghen case of major projects, the
profitability of minor investments becomes much éwwAs a result entities with available
financial resources avoid investing in minor undkirigs. What is more, minor investment
projects are characterised by increased risk.

Companies from the SME sector have limited acaeexternal financing sources, including
bank credits. Such a situation arises mainly outtled absence of credit history or
creditworthiness. For micro enterprises anotheridrais also the complexity of credit

applications and the fact that they apply simplifeccounting methods, which hinders the
banks from applying standard assessment methodseditworthiness. The second group of
reasons lies with low awareness of the entrepreneith respect to possibilities opened by

% Pursuant to: Operational Programme Innovative Boon Ministry of Regional Development, Warsaw, 2007
* Study of Fundacja Edukaciji i BadaNaukowych Centrum BadaVlarketingowych — Indicatoimplemented
in September 2000.
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mechanisms of external financing of company devalemt and ways of their functioning.
The third group of reasons is connected with oparagtrategy of funds like Venture Capital
/Private Equity (VC/PE). In the opinion of entitiéisat manage high risk capital making
investments in the field of capital gap is assedatith:

a) high risk connected with investments in projeatsyhich market chances are difficult
to estimate, (lack of the company history, unkngseoduct, etc.),

b) high costs of analyses of thee diligenceype and of preparation of legal
documentation necessary to commence such progcbfapared to the value of
investment project),

¢) high costs of fund management in comparison toéhee of investments.

A possibility of financing company development e tstage of seed and start-up, except for
the high risk funds, is created by the so-calledin®ss angels. As a rule these are natural
persons, who invest their own capital as well askadge and experience in new enterprises,
often of a considerably high risk level, assumicgiavement of high rate of return on the
invested capital.

In the years 2004-2006 support for the developméseed capital was implemented under
Sectoral Operational Programme Increasing Competiéiss of Enterprises for the years
2004-2006. The entity responsible for granting supp- Polish Agency for Enterprise

Development (PARP) executes submeasure 1.2.3 “Supgpdhe creation of seed capital

funds”. Financial support under the measure is tgchrfrom the resources of European
Regional Development Fund and the national budgethe recruitment which took place at
the turn of 2006 and 2007 support was granteddeedl capital funds. Among them were no
funds from the voivodships of Eastern Poland.

The limited possibilities of benefiting from thepstl, which is offered by venture capital
funds, constitute the main barrier that hampersgtablishment of new enterprises (seed and
start-up), including those based on advanced tdopiss.

The increase of funds allocated for the regiondicpoafter Poland’s accession to the
European Union (mainly under the Integrated Redidbavelopment Programme and
voivodship contracts), apart from the enlarged tgraent possibilities exhibits as well the
threats arising from the inappropriate (ineffectigpplication of public funds. In voivodships
of Eastern Poland there is a tendency of suppontimgpr investments to a larger extent than
in other regions, which include investments witthie scope of social infrastructure. Without
complementary investments in the field of labourkeatransformation, increase in the level
of education, transformation in rural areas anakdsthing of infrastructure ties with local
and European growth centres, such a structurepdreses does not enhance opportunities for
growth of investment level in non-agricultural amon-public spheres of activities, does not
promote speeding up the process of structural @wrend consequently does not help the
convergence process in the European and locaiamesat

Taking into the account the considerable growththe value of means allocated for
expenditure on regional level in the decentralisemhagement system (16 separate regional
operational programmes) in the years 2007-2013ecessity arises of intensifying the
dialogue between the national administration, negiionunicipalities, and social-economical
partners on the subject of development strategycandequences of taken decisions.
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3.7. Metropolitan functions of towns in Easternd?®al

Voivodship cities are the biggest towns in Eastotand. Except for the basic administrative
functions, they execute social, cultural, educatipproductive and service related duties as
well. Locally an important role is played by citigghich due to the administrative reform
carried out in 1999 lost their function as voivoigstities and are now cities on poviat rights.

Voivodship cities are in Eastern Poland the maimtres of social and economic growth. The
best example of this is Lublin, which has two rened universities and several other higher
schools, numerous cultural institutions, voivodstapel administration, and other business
handling institutions. Other voivodship cities baat disposal a similar infrastructure at
various scales. All of those elements form a bé&wmisundertaking measures which affect
metropolitan functions of these cities in orderdynamise the development of the urban
centres, as well as their environment. They mayriinrie to the development of their regions
via the development of the metropolitan spheregugh growth of their attractiveness as
centres of education, culture, business and highet of services.

None of voivodship cities of Eastern Poland meettiasic size criteria which will allow their
classification as metropolises. Lublin appears awehthe best chance of approaching the
number of 500 000 inhabitants, which together wite agglomeration has more than 350
thousand citizens. The rest of the voivodship edmities lack a lot to reach this amount.
Basically none of those cities created a distirggl@meration — even in case of Lublin or
Bia ystok those structures are still in the procgs®rming.

Voivodship cities of Eastern Poland are strugglivith transport problems. Their centres and
suburban areas are congested due to growing mmatidic.t In voivodship capital cities of
Eastern Poland the municipal transport is basedbumtraction. Lublin is the only town
which has a trolleybus system at disposal. Blbla town on poviat rights, has tramway
transport. Railway has not been included anywhete the municipal transport service
arrangements. There is no system combining indalidnd public transport. Modern traffic
control systems (the cheapest way of improving ftber capacity) are not being applied.
Pavements in many streets have been devastateduradetground utilities are highly
defective. There are no bicycle routes, so everyage of bicycles for travelling purposes is
scant. The urban transport fleet is decapitalipea high extent. The deficit of parking places
in city centres and in most of housing estateing intensified. This leads to transport
and communication inefficiency of towns, conseglyeméducing their attractiveness as
places to work and live in, as well as a tourish.aiFurthermore, there is a risk that such a
situation may restrain the inflow of foreign inv@st. This has a negative influence on
forming of metropolitan functions in the biggestits of Eastern Poland. As a result the
establishment of an integrated public transpor@astfucture system in voivodship towns and
on suburban areas is a necessity.

Voivodship cities of Eastern Poland, especiallyz8is and Bia ystok, are characterised by

insufficient development level of conference, casgy, fair and exhibition infrastructure, thus

considerably diminishing the investment attracte&n of those regional centres because of
the adverse impact on development possibilitieshef hotel and catering base, as well as
functioning of economic entities, including busisesnvironment institutions.

Insufficient transport links with economic and adisirative centres situated in other
voivodships and abroad is also a reason for the ilovestment attractiveness of the
voivodship centres of Eastern Poland. Those citigth the exception of Rzeszéw, are not
covered by a network of air connections, and tla@scand railway lines leading to them are
in need of intense modernization.
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3.8. Bicycle routes in Eastern Poland

Bicycle tourism plays an important role in the ewmmic development of every country.

Therefore measures undertaken in this scope il fdrm an impulse for the intensification

of bicycle traffic on the territory of Eastern Path subsequently providing a chance for
raising the demand for tourism services, whichproided primarily by companies from the

SME sector.

The draft of ‘Strategy tourism development in the years 2007-2Gk®ws that one of the
weaknesses which has to be overcome on the scaetioé Polands the lack of a bicycle
routes system with appropriate setting out, markiagd with the accompanying
infrastructure. This results to a large extent from existence wherous entities that set out
and mark the routes. As a rule, such institutions ndt cooperate with each other or
coordinate their activities. Moreover, the methoedyl of marking bicycle routes in Poland
has not been as yet unified or codified by lawsThakes the registration of routes even more
difficult.

According to the Polish Tourist Country-Lovers Sagi(PTTKY there are approximately 13
000 km of bicycle routes. These comprise:
- International routes: 982.5 km

Transborder routes: 391 km

National and transregional routes marked by PTT/ Bm

National and transregional routes marked by othéties: 1191 km

Regional and local routes marked by PTTK: 2468 km

Regional and local routes marked by other enti6&$0 km
Together ca. 12 700 kilometré$2004)
The above data do not comprise routes marked ksr @thtities, which are concurrently not
acknowledged by PTTK.

Bicycle routes in Eastern Poland do not form aegrated communication system and mainly
congregate around bigger cities and nearby toatisictions, either natural or anthropogenic
in nature. As regards their spatial character,elee dispersed sections of elliptical paths,
without any interconnecting points. It is also &weristic that there are not many
connections with transport interchanges which witllable changing to other means of
transport. There is also no accompanying infrasinec(such as bicycle stands, checkrooms,
sight-seeing shelters). Because of all the abdwretis a distinct need of establishing the
necessary infrastructure for long-distance bicygpes, which will enable to sightseeing of the
whole macroregion, covering a distance of 50 to k@® per day, without the need of
returning to the hostels for the night. Below préed is an estimated number of set out and
marked bicycle routes — mainly of local and reglamgortance — which run on the existing
dirt and paved roads in particular voviodships aétern Poland.

The lubelskie voivodship has over 1 500 km markiegidie route§, including ca. 800 km of
regional routes. Bicycle routes of the lubelskiévadship run among others through national

5 Source: Strategy for tourism development for 22073 Draft, Ministra of Economy, March 2007, p. 42

® The Polish Tourist Country-Lovers Society is tHdest such association in Poland in whiclirists and sightseers

assemble. It was established through merger o§iPdlatry Society (1873) and the polish Country lrev@ociety of which it

is the legal successor ahdir of their traditions, ideological achievemeras,well as assets of those Societies. Right ftem i

establishment in 1950 PTTK has been developingpeodagating sightseeing and eligible tourism initalfforms.Source:

http://www.pttk.pl

" Source: Boroski Zbigniew, 2004, Gainiec PTTK [2(15)/2004], according to: TurystykavRerowa w Polsce, Programme
of Promotion and Development of Bicycle TourisnPioland, 2005, Polish Tourist Organisation.

43



parks: the Poleski National Park (lakes and bogs) the Roztoczaski National Park
(cretaceous and limestone hijlswhich will soon be covered by the new Roztocze
International Biosphere Reserve.

Bicycle routes set out in the podkarpackie voivaplsbf a length that exceeds 1 700 km, to a
large extent go through mountain areas (such aszBtady and Beskid Niski) and foothills
(przemyskie, strzyowsko-dynowskie). A part of the routes also goesubh areas of the
Sandomierska Valley situated in the splitting o# tfistula and San Rivers overgrown by
primeval forest. This region comprises numeroutucelland folk art centres, partly preserved
castles and renaissance paldces.

Bicycle routes in the podlaskie voivodship, of adth of almost 1 900 km, run inter alia
through the most valuable nature areas of the megioBia owieska, Augustowska,
Knyszy ska and Zielona Primeval Forests. Further attrastigith view to the bicycle traffic
comprise also a picturesque post-glacial landsoépiee Suwalszczyzna region, meanders of
the Bug River and biebrzakie bogs. Diverse nationalities and religions hdeen
neighbouring in this region throughout the pastteees. Apart from the Polish population,
this region is also inhabited by Byelorussianshi#tnians, Tartars and Ukrainians.

The wi tokrzyskie voivodship has over 1 300 km marked tlieyoutes’. Bicycle routes
situated in the wi tokrzyskie voivodship allow access to valuable nwoue architectural
monuments (castles, palaces and manor houses).h©rother hand, cycling tours are
encouraged by natural values of the region: pistywe areas of limestone-gypsum uplands
and the wi tokrzyskie Mountains, as well as loess gorges axuhes.

The warmisko-mazurskie voivodship has almost 2 000 km of kexdr bicycle routes,
including 721.5 km international routes, 752 kmemggional routes and 517 km regional
routes®. The region which is called ‘the land of the thaud lakes’, with perfectly preserved
gothic architecture is a place of permeation of ¢hiural heritage of the Germans and the
Poles.

A basis for establishing an infrastructure for lahstance bicycle routes in the macroregion is
setting out bicycle routes of transregional andrimational rank.

8 Source:Department of Promotion, Tourism and Internatiddabperation, Marshall Office of the Lubelshi@ivodship,
Lublin.

9 Source: Podkarpackie Regional Tourist Organisati®zeszow.

10 Source: Regional Tourist Organisation of thei tokrzyskie Voivodship, Kielce.

11 Source: Bicycle Routes of the Warsko-Mazurskie Voivodship, Spatial Planning Offitégrshal Office of the
Warmi sko-Mazurskie Voivodship, Olsztyn
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4. Intravoivodship disparities in Eastern Poland

Intravoivodship disparities in Eastern Poland irf©20n line with selected indicators have

been presented in Table 5.

Table 5. Disparities between voivodships in EasRotand w 2005

Voivodships of Eastern Poland

2
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o] o © = [ o9
c o v [&) - %] X <
Specification g = % g [ | 9
—_ — © = _3
o L 2 8 S o E N
@ =] 5 S = z 2
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w 3 =
Area inkm® 312685| 99045 25121 17844 20187 11708 24192
as % of the area of Poland 100.0 3L.7 8.0 5.7 65 .73 7.7
Population in thousands 38157.1 8191.2 2179.6 23008199.7| 1285.0 1428.6
5 .
as % of the population of 1000| 215 57 55 3L 34 37
Poland
i’cl)(pr)rzjzlatlon density in persons per 122 83 g7 118 50.4 110 50l1
Natural growth in per milles -0.1 -0J1 -0/8 1.1 70 -1.7 1.6
I I 0
Populationintowns as % oftotdl g1 4| 491| 467 404 59p 454 601
population
i 0,
Areas under legal protection aspb 55 5| 385 220d 477 320 619  46.2
of total area
Total emission of main air 228 | 139| 151| 159 111 217 100
pollutants in t per km
Share of treated sewage in total
sewage quantity of sewage 93.8 91.9 99.5 94.9 99.2 78.8 90.0
requiring treatment in %
Nominal income in the sector of
households in PLN per 1 16382 | 13651 13410 12510 14067 14290 13981
inhabitant (2003 )
’Q‘(eNrage monthly gross salary in - 5360|5043 2076 2000 2045 2042 2015
Employed persons per 1000 330| 316| 335 305 328 338 278
inhabitants
Employed persons inagriculture 15 | 555/ 384 248 350 331 168
as % of all employed persons
Rate of registered unemployment 476| 195| 17.0 185 156 20§ 272
23280'3 4"; PLNper Linhabitant 15,1191 | 17842| 16777 16886 18086 18714 18778
Gross value added in PLN perl - o561 | 49611 44456 45300 49750 48182 60359
employed person (2004 )
Entities registered under the
REGON statistical system per 948 722 684 663 741 812 771
10000 inhabitants
Investment outlays in PLN per 1 146 54 84 53 51 1% 46

inhabitant
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Tourists using accommodation N ,_
facilities per 1000 inhabitants 435 310 249 261 33p 2y 531
Revenues of commune budgetsin 1,01 1354/ 1240|1459 1123 1430 1486
PLN per 1 inhabitant

Er"’r‘]‘éec’ publicroadsinkmperldD o, 5| gg3 723 786 546 1032 511
Railway lines in operation in km ) L L
perlOOkm2 6.5 4.6 4.1 5.3 3.3 6 5
Outlays on research and

development activity in PLN per 135 48.6 77 50 43 14 39
1 inhabitant

Research and development units

staff per 1000 professionally 3.6 1.8 2.7 1.2 2.4 1.1 17
active persons

Students per 10000 inhabitants 512 437 495 374 437 448 430

Source: Statistical Yearbook of Voivodships 2006.

The above listing shows that voivodships of Eastotand differ to the largest extent with
respect to natural conditions (total area, aredn \pdrticular natural values, air pollution
degree) and demographic conditions (populationufation density, natural growth). Evident
differences are also visible in the developmentlleof available infrastructure (roads,
railways). It also shows that the warmsko-mazurskie voivodship, which has the highest
unemployment rate, is concurrently a voivodshiphwihe lowest employment level in
agriculture and in developed tourism; on the otmend, the lubelskie voivodship has at its
disposal the relatively highest research and devedmt potential. It should be emphasises
that differences between particular voivodshipbving standard and development conditions
are relatively insignificant, but the gap betweeasivedships of Eastern Poland and the
remaining part of Poland is pronounced, to theadisiir of the first ones.

5. Execution of the Lisbon Strategy in Eastern Rala

Table 6: Review of selected indicators monitoring implementation of the Lisbon Strategy

1 F ™ Target value until Poland Eastern Poland

The “Lisbon” indicator 2010 (2005) (2005)
Employment indicator — 70% 52 8% 45.7%
total
Employment indicator —
women 60% 46.8% 39.7%
Employment indicator — 28.6%
persons aged 55 — 64 20% 27.2% (for persons 50+
Outlays on research and
development (% GDP) 3% 0.57 % 0.27%
Outlays of enterprises on
research and development - 0.18% 0.07 %
(% GDP)
Access of households to the 36% o
Internet 30% (4" quarter of 13(20%25)0 &

2006)
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When comparing the values of selected indicatoriehvimonitor the implementation of the

Lisbon Strategy (LS), attention should be drawm tdisproportion between values indicated
by the LS as the target value by 2010 and valuesdidators for the macroregion of Eastern
Poland in the base year (available data for 20B5¢lear different in percentage points

illustrates the scale of challenges faced by fieesadships covered by support under this
Programme.

While employment indicators for Eastern Poland astightly diverge from their counterparts
for the entire Poland (yet they diverge signifidrritom target indicators stipulated by LS),
the principal difference is with respect to expéumdis for research and development. To meet
criteria of standards proposed in the Lisbon Sgrgteutlays for R&D in the economies of
particular regions in Eastern Poland should gromost ten-fold. This points to the
legitimacy of support for didactic and researchrasfructure of universities, research and
development centres, as well as strengthening &l@ Rsources, as well as investments in
laboratories in enterprises.

As regards access of households to the Internetaraed range between regions of Eastern
Poland. According to data of CSE in the podkarpaekivodship 22 per 100 households had
a computer with access to the Internet in 2005])enini the wi tokrzyskie voivodship this
indicator reached the value of 13.5%.
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II. ANALYSIS AND EVALUATION OF THE USE OF NATIONAL AND FOREIGN
SUPPORT FOR VOIVODSHIPS OF EASTERN POLAND

A. National support

Under the national support system, in the past syesmveral investments have been

implemented on the area of five voivodships of BasPoland, as well as measures related to
modernisation and investments; these were finafficed the state budget, budget of the

voivode, target funds, State Treasury agencies@amtiations and state run enterprises.

1. Voivodship contracts (2001-2005)

Voivodship contracts, concluded between self-govems of voivodships and the
government, were the principal form of national pag in the years 2001-2005. In that
period the state budget allocated a total of PLRO&.3m for co-financing tasks covered by
voivodship contracts; of this amount used were RLBIL0.9m, i.e. 89.9%. Self-governments
of five voivodships of Eastern Poland were alloda®N 1 044.1m, of which use was made
of PLN 964.5m, i.e. 92.4%. The majority of taskseexted under voivodship contracts
focused on the development of:

- transport infrastructure,

- environment protection infrastructure,

- social infrastructure.

Fig.25. Co-financing tasks implemented under Voslad Contract in the years 2001 — 2005
(usage) with funds from the state budget

the remaining
voivodships
77.6

Lubelskie
4.9%

Podkarpackie
5.5%

Podlaskie

1.8%

wi tokrzyskie
6.0%

Warmi sko-mazurskie
4.2%

Source: Own study based on data of the MinistiRexfional Development
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B. Foreign Support
1. Pre-Accession Assistance Programmes

1.1. Program PHARE Social and Economic CohesioriC{SE

The PHARE SEC programme was implemented in fouuahaditions in the years 2000 —
2003 (from among five voivodships of Eastern Polanty the wi tokrzyskie voivodship
participated in three editions of this programmeha years 2001-2003). It comprised three
components: Infrastructure (INFRA), Human Resou@esgelopment (HRD) and Small and
Medium Enterprises (SMEs). The total value of gsafdr Eastern Poland under this
programme within the entire specified period tetdlito Euro 270.4m. The major part of
funds under PHARE SEC (Euro 183.9m, i.e. 68.0%) assigned for execution of major
infrastructural projects.

1.2. PHARE 2001 Reconstruction Programme

The Programme was of a temporary character andmgalemented in the years 2001-2003.
Funds allocated for its implementation were usedll@viate consequences of the big flood
from 2001, and were aimed at preventing flood ttsréa the future. The territorial scope of

the programme was limited to voivodships which wewest affected by consequences of this
disaster (inter alia thevi tokrzyskie and podkarpackie voivodships).

Under this programme implemented were a total df gdojects for the total co-financing
amount from PHARE of Euro 23.2m, including in porfackie voivodship 36 projects (Euro
3.84m), and inwi tokrzyskie voivodship 85 projects (Euro 96m).

1.3. PHARE CBC Crossborder Cooperation Programme

On the area of four border voivodships of Eastestafd three PHARE CBC Crossborder
Cooperation Programmes were implemented: Poland lovalda (among others the
podkarpackie voivodship), Poland — Region of th#éi@&ea (inter alia warmsko-mazurskie
and podlaskie voivodships) and Integrated Easteordd (podkarpackie, lubelskie,
podlaskie, warmisko-mazurskie voivodships). The value of allocatisder PHARE CBC
was as follows: lubelskie voivodship Euro 3.2m, kampackie voivodship Euro 17.7m
(Poland-Slovakia Programme — Euro 5.8m, Integrdfedtern Border Programme Euro
11.9m), podlaskie voivodship Euro 17.7m (ProgramRwdand—Baltic Sea Region: Euro
3.8m, Integrated Eastern Border Programme Euran)3.8

1.4. The ISPA Programme

In the years 2000-2003 the European Commissionoapdr the implementation of 69
projects related to environment and transport, whi@re financed under the ISPA fund.
Poland was assigned a total of Euro 2 585.7m f@e@mentation of those projects. On the
area of five voivodships of Eastern Poland implet@émwere only 11 infrastructural projects
for the value of Euro 263m, which constituted o8/¢% of funds spent in the entire Poland.
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Fig.26 Value of projects implemented under ISPAa(stof voivodships in %, Poland=100)

O Lubelskie B Podkarpackie B Podlaskie
1 project 6 projects 2 projects

0O wi tokrzyskie B Warmi sko-mazurskie O the remaining voivodships
0 projects 2 projects

Source: Own study based on data of the Ministigrofironment
and Ministry of Transport

1.5. The SAPARD Programme

The SAPARD Programme was launched in mid-July 2Q@&er this programme, several
projects were executed in five voivodships of Baskoland, which were related to:

1. improvement in processing and marketing of food fsttery products,

2. investments in agricultural holdings,

3. development of rural infrastructure,

4. diversification of economic activities in rural ase
Under the SAPARD programme a total of 21 32@rojects were implemented for the total
value of involved public resources of PLN 3 932mthe scale of Poland, of which on the
area of Eastern Poland 6 533 projects (PLN 1 20@wgr 50% of funds were disbursed for

support and development of elementary componentengironment protection and road
infrastructure implemented on rural areas.

12 According to data on 31 December 2005
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Fig. 27 Using funds from the SAPARD Programme
(share of voivodships in %, Poland =100)

7.8%

7.4%

5.5%

4.3% 5.5%

O Lubelskie B Podkarpackie B Podlaskie
B wi tokrzyskie B Warmi sko-mazurskie O the remaining voivodships

Source: Own study based on data of the Ministgsfculture and Development of Rural Areas

2. Programmes financed from structural funds, tbeeSion Fund and Community initiatives

2.1. Integrated Regional Operational Programme BRO

For implementation of IROP in Poland in the yedd®42006 assigned was the amount of
Euro 2 530m from the European Regional Developntemd and Euro 438.5m from the
European Social Fund, i.e. a total of almost Eutmll®n. The total value of funds from all
financing sources (including also private fundsyag to Euro 4.08 billion. This constitutes
almost 40% of all resources from structural funsisigned for Poland in the years 2004-2006.
Under the IROP anticipated in implementation ofigets under three priorities:

- Development and modernisation of the infrastructarenhance the competitiveness

of regions,
- Strengthening the human resources developmengiong
- Local development.

By the end of 2005 in Eastern Poland contractedevwends amounting to PLN 2 194m
(28.1% in the scale of Poland), and disbursed wén 307m (31.6%).
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Fig. 28 Usage of funds under IROP by voivodshiptheyears 2004-2005 — disbursed funds
(share of voivodships in %, Poland=100)

68.4%

7.2%

7.5%

1%
5.4% 4.8%
O Lubelskie B Podkarpackie
| Podlaskie @ wi tokrzyskie
B Warmi sko-mazurskie O the remaining voivodships

Source: Own study based on data of the MinistiRexjional Development

2.2. Sectoral Operational Programmes (SOP)

In the years 2004-2006 Structural Funds are algpdeimented under five sectoral operational
programmes:

- SOP Human Resources Development,

- SOP Improvement of the Competitiveness of Entegpris

- SOP Transport,

- SOP Restructuring and modernisation of the foodoseand development of rural

areas,
- SOP Fishing and Fisheries (it plays a marginal ool¢he area of Eastern Poland).

a) Under the SOP Human Resources Development (HRBYJramme two priorities are
being implemented:

- active labour market policy and professional andadanclusion policy,

- development of knowledge-based society.

For implementation of the programme in Poland & ylears 2004-2006 assigned were euro
1 960m (from the European Social Fund - euro 1 470rhe total value of funds from all
sources (including also private funds) will cometaga. euro 1 980m. By the end of 2005 in
Eastern Poland implementation was launched of 2@feqgts of a value of PLN 180.9m
(16.9% in the scale of Poland).

b) Under SOP Improvement of the CompetitivenesEraérprises (ICE) financial assistance
is granted in the form of grants for counsellingl amvestments in enterprises (mainly small
and medium ones) and for development of businegsomment, i.e. institutions that support
entrepreneurship. The value of public fund alloddte co-financing of projects implemented
under this programme amounts for the entire Potaneuro 1 713m, of which euro 1 251m
come from Community funds. The ICE programme cowgospriorities:
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- stimulating entrepreneurship and innovative agtiMity providing access to high
quality services rendered by business supportunisins,

- direct support for enterprises,
under which supported are investments in industial technological parks, and financial
support is transferred to enterprises which had ld#iged to adapt their infrastructure to
environment protection requirements. By the enlafch 2006 in Eastern Poland launched
was implementation of 835 projects of a value oNR111.2m (13.9% in the scale of Poland),
and 176 projects of a value of PLN 20.5m (21.1%)enempleted.

In voivodships of Eastern Poland the projects corext most frequently:

- Improvement of accessibility to external financimd enterprises’ investments
(lubelskie, wi tokrzyskie, warmisko-mazurskie voivodships),

- Creation of favourable conditions for enterprigesdkarpackie voivodship, podlaskie
voivodship),

- Supporting product and technological competitivenaisenterprises Wi tokrzyskie
and podkarpackie voivodships),

- Improvement of competitiveness of small and medsimed enterprises through
executed investments (all voivodships).

c) SOP Transport supports the implementation ofiepts related to construction and
rehabilitation of national roads, modernisatiorraifway lines and improvement of the access
infrastructure to sea ports. The value of publi@ngeto be used for co-financing of projects
implemented under this programme amounts for thigeeRoland to euro 1 552m, of which
euro 1163m come from the European Regional Dewstop Fund. The Programme
comprises two priorities:

- Balanced development of different transport modes
- Safer road infrastructure

By the end of April 2006 on the area of Easterfaf® implementation was launched of 7
projects, (3 in the lubelskie voivodship, 2 in thedkarpackie voivodship, one each in the
podlaskie voivodship and warnsko-mazurskie voivodship and none in tié tokrzyskie
voivodship), which are co-financed from ERDF by PIH81.2m (19.7% in the scale of
Poland). The most important projects include iraéa construction of by-pass roads in
Pu awy and Hrebenne (lubelskie voivodship), an@mstruction of three sections of national
roads.

d) Under SOP Restructuring and Modernisation efkbod Sector and Rural Development,
financing may be in the form of direct investmempgort for farmers and entrepreneurs who
run activity aimed at improving the level of agiicmal production, at its running pursuant to
requirements of environment protection and imprgwime quality of agricultural products. It
may also be assigned for training and consultatotivity and projects related to the
development of infrastructure and creation of aléive work places on rural areas. The
value of public funds assigned for co-financing fojects implemented under this
programme amounts for the entire Poland to eur84in/ of which euro 1 193m come from
the European Agriculture Guidance and Guaranteed.Flihe programme comprises two
priorities:

- Increasing the competitiveness and sustainabifitheagricultural sector,

- Strengthening multifunctional rural development

By the end of November 2006 in Eastern Poland camled were 16 058 agreements with
beneficiaries for the amount of PLN 2 073m (32.6%thie scale of Poland).
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2.3. Community Initiative Interreg

a) Initiative Interreg 1l A, aimed at supportingnda promoting integrated regional
development on the area of neighbouring bordersamm@ered four voivodships of Eastern
Poland (podkarpackie, lubelskie, podlaskie and wasko-mazurskie voivodships), which
participate in three crossborder cooperation prognes:

- Programme Poland-Slovakia,
- Neighbourhood Programme Poland— Belarus—Ukraine,

- Neighbourhood Programme Poland-Lithuania—the Kadjrad District of the Russian
Federation.

By the end of 2005 for implementation of projects the Eastern Poland voivodships,
prepared under those programmes, from ERDF meafisartcing was granted amounting to
a total of euro 7.9m, of which 2.2m euro (28%) wallecated to the lubelskie voivodship,
3.9m euro (49%) to the podkarpackie voivodship, anb 1.8m (23%) to the podlaskie
voivodship.

The objective of Interreg Ill B is to support traasional cooperation between regional and
national authorities within major paneuropean regiaimed at sustainable and coordinated
spatial development. Under Interreg lll B, in fiveivodships of Eastern Poland the CADSES
programme and the Baltic Sea Region Programme (B8#R¢ implemented. From ERDF
means euro 286.8m were allocated for implementatfdhe CADSES Programme, and euro
119.8m for the BSR Programme.

2.4. Community Initiative EQUAL

For needs of implementing measures implemented ruthde EQUAL Programme for the
years 2004-2006, oriented at deploying provisidnge European Employment Strategy and
the Social Integration Process, the amount of @d&5m was allocated for Poland, of which
euro 133.9m shall originate from ECF, and euro @dfi®m national co-financing.

Of 107 applications, which have been approved te tta implementation under Cl EQUAL
in Poland, four had been submittey entities operating in the lubelskie voivodstapd by
three from the podkarpackie voivodship.

2.5. Cohesion Fund (CF)

By the end of 2005 implementation of a total of iI@4estment projects was undertaken in
Poland, which received co-financing from CF equagllto euro 5 602.5m. On the area of
Eastern Poland beneficiaries are implementing Ifepts, co-financed from CF with the
amount of euro 581.6m (10.4% of total allocatiom Rbland). Furthermore, one project
entitled Improving railway infrastructure- “bottlenecks”, co-financed from CF by PLN
83.2m, is being implemented in a few voivodship$ofand, including in the podkarpackie
and wi tokrzyskie voivodships.
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Fig. 28 Implementation of projects from the Cohedtaind (state at the end of 2005)
Eastern Poland =100%

Warmi sko- Lubelskie 19,6

mazurskie 29,1

wi tokrzyskie;

0.0 Podkarpackie

25,4

Podlaskie 25,9

Source: Own study based on data of the Ministrigegional Development.

3. Remaining programmes and funds
3.1. Rural Development Programme of the World Bank

The Rural Development Programme (PAOW) - executedhe years 2001-2005 — was
financed from a World Bank loan and from the statelget. It was to contribute to widely
understood economic growth on rural areas. Folir@nting of measures implemented under
PAOW the total amount of euro 117.4m was obtaimethfthe World Bank loans, of which
in five voivodships of Eastern Poland euro 43.5ra, as much as 37.1% of the total of
available funds.

3.2. The Schengen Fund

The Schengen Fund (The Schengen Financial Instymers launched at the end of 2004
owing to the necessity of executing crucial investis on the European Union external
borders. Its beneficiaries comprise seven new EaogJnion member states. In the years
2004-2005 on the area of four border voivodshipEadtern Poland several investments were
financed from the Fund resources — including in fitet place those related to the
infrastructure of border crossings with Russia,aBed and Ukraine (inter alia in Terespol,
Korczowa, Medyka, Kracienko).

4. Other Programmes

Apart from foreign funds that come from the Eurapéinion, Poland benefits from foreign
assistance programmes allocated by embassies arddtans. They support diverse
initiatives and actions oriented on transfer of wWhemlge and experience. A crucial grant
programme is the Poland-America-Ukraine Cooperdttiative (PAUCI). This programme
is being financed by the United States Agency fdernational Development — USAID. It
had been established to support development obdtseen Poland and the Ukraine through
common implementation of projects. Key projects @s® executed by the Polish-American
Freedom Foundation. Together with the EducationOemocracy Foundation it allocated
grants to Polish non-government organisations athdcational institutions through the
established RITA programme, which supports andaiei$ measures of Polish organisations
together with partners from the region of Centrad &astern Europe.
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5. Use of support to date

Full determination of the extent to which allocafedds under programmes co-financed from
national and foreign funds are utilised is rendedéticult owing to the fact that a part of
ongoing projects have not been completed yet, éswldue to dynamics of financial flows.
This may only be done for those cases in whichrtieeth and financial implementation has
already been completed. This relates to the PHARE Srogramme, under which the fund
utilisation level is close to 100%, or voivodshipntracts (2001-2005), for which the fund
absorption level in Eastern Poland equalled to%®2which is much more than on average in
Poland (89.9%).

The availability of assistance funds for entitigeni the area of Eastern Poland was
considerably diversified depending on particulangpammes. As for voivodship contracts
and certain pre-accession programmes, it was Bligigher (in conversion per 1 inhabitant)
than on average in Poland, which was connected adtiption of the principle of assuring
better access to assistance funds to the poor@stdahips. This concerns especially the
programmes: PHARE SEC, SAPARD and IROP as well aigodship contracts. For the
majority of programmes launched following Polandtession to the European Union, the
possibility of access to assistance funds becamnmsiderably limited. In particular this
concerns such sectoral programmes, as SOP HumauniRes Development, SOP Transport,
or the CI Interreg, under which the funds are used relatively small extent by voivodships
of Eastern Poland.

Eastern Poland had been especially favourablyeest the programme PHARE SEC, the
means of which were initially addressed only aesteld voivodships, depending on the
intensity of structural problems. In 2000 suppodswobtained by 5 regions (including 4
voivodships of Eastern Poland, without thesi tokrzyskie voivodship). In 2001 the
programme was extended additionally by 3 voivodsh{mcluding the wi tokrzyskie
voivodship), and later on covered already the enterritory of Poland, which as a
consequence led to limitation of the flow of fundddressed at the poorest regions.
Consequently it may be concluded that of particuaportance for the development of
Eastern Poland was the period of the first two yedrPHARE SEC. This programme had,
however, insignificant value for support of regibdavelopment.

In the event of the major part of programmes laedcfollowing Poland’s accession to the

European Union, the possibility of access to amsts funds became considerably limited. In
particular this concerns such sectoral programmeS@P Human Resources Development,
SOP Transport, or ClI Interreg, under which the fuate used to a relatively small extent by
voivodships of Eastern Poland.

In general it may be concluded that Eastern Polawattes a very limited use of funds
assigned for implementation of major infrastruckymajects. As an example, under the ISPA
Programme only 11 projects were executed on thea afincluding none from the
wi tokrzyskie voivodship) for the total amount of ed®Om, which constitutes only 6.5% of
utilised funds. This arose from the priorities, @hincluded in the first place development of
border crossings and transport links on the westemder and modernisation of major
facilities in the scope of environment protectiafrastructure. Funds of the ISPA Programme
were assigned for large scale projects, situatest &if all in the best developed areas of
western and central parts of Poland. The situatias similar in the event of usage of means
from the Cohesion Fund, which were made accesait#ady in the post-accession period (16
projects co-financed by a total amount of only e4t6.1m are being executed).

In the initial period the Phare CBC (Crossbordero@ration Programme) concerned
exclusively voivodships of western, central andtimem Poland. As of 1999 areas bordering
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with the Czech Republic were included, and as @02@ith Slovakia. It was consequently
executed as well on the area of voivodships ofdtadPoland (podkarpackie — CBC Poland-
Slovakia, warmisko-mazurskie and podlaskie — CBS Poland-Baltic Begion), however,
the allocation of funds was much lower than forj@cts concerning the Polish-German
border.

A review of hitherto effects of obtaining financiedsources from structural funds and the
Cohesion Fund, performed by the Ministry of Reglobavelopment, has shown that the
smallest value of EU funds (in conversion per litedpwas allocated to voivodships of
Eastern Poland. The average co-financing value fdhfunds under agreements concluded
as at the end of 2005 in Poland equalled on avePddgé 1 063 per capita, while in five
voviodships of Eastern Poland (as well as in mdski® and &dzkie voivodship) it did not
exceed PLN 680. It turned out that despite greatecation of funds in those regions under
IROP, those voivodships did not manage to attramtentU funds from the Cohesion Fund
and sectoral programmes, which led to a lower valuEU assistance per 1 inhabitant. For
this reason the thematic scope of projects impléetem Eastern Poland differs fully from
the one that prevails in the remaining areas o&mbl In voviodships, which have obtained
the highest values of EU funds, the share of imaests in transport and environment
infrastructure (assistance from CF) exceeded 70%no& 90% in the dolnd skie
voivodship), while in eastern voivodships it amaghonly to ca. 50%.

By the end of 2005 territorial self-government anitbtained as much as 47% of the total
value of EU assistance and were the biggest gréuyemeficiaries of Community funds in
Poland. The average value of projects executeefydrial self-government units in the part
co-financed by the EU totalled to PLN 3.8m, and wses lowest in Eastern Poland (in the
lubelskie voivodship PLN 1.5m, in the podlaskie wamship PLN 1.3m). A similar
differentiation concerns values of EU funds obtdify territorial self-government units in
conversion per 1 inhabitant. While for Poland a &nd of 2005 the value of this indicator
equalled to PLN 496, in voivodships of Eastern Rdldid not exceed PLN 430, and in the
event of the lubelskie voivodship was at the |efdPLN 174.

An analysis of spatial availability of EU funds aity shows that main beneficiaries of
structural assistance of the EU have been up to better developed voviodships, which
absorb much more funds than the poorest ones. i$hi®t caused by a lower absorption
capacity of voivodships in Eastern Poland, but hyeby the structure of distribution of
assistance funds between sectoral and regionatgmuges. In the years 2004-2006 the basic
part of structural funds and the entire the Cohe$tand was implemented under sectoral
programmes, although they cover by their rangeetiige area of Poland, but their funds are
addressed in the first place at execution of ptejéom the area of western and central
Poland. Causes for increased funds allocationdaghiegions may be inter alia in the need of
achieving a better spatial cohesion with the remgituropean Union member states, which
requires execution of costly investments relatedraosport infrastructure. Consequently it
may be concluded that the decision about adoptidiurals distribution under the regional
segment between voivodships pursuant to the atgorithat assumes an 80% allocation
owing to the population, 10% with respect to higiemployment and 10% with respect to the
low level of gross domestic product per capita e@sect and fully justified.

13 Ex-ante evaluation of first effects of the Europeahesion Policy in Poland 2004-2005, Ministry efgional
Development, Warsaw, June 2006
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lll. SWOT ANALYSIS — STRENGTHS AND WEAKNESSES, OPROUNITIES AND
THREATS

Strengths

Weaknesses

. Developed selected sectors of the indu

. Development potential of academic

Pow

in the region which are successful on tk
domestic and international market

centres in certain fields

High demand for high level education
Considerable number of available post
industrial lands and facilities to be
adapted for needs of investments
Significant potential of the SME sector
Eastern Poland

Clean natural environment and unique
natural values that determine significan
tourist attractiveness of the area

sty Low GDP and of gross value added
ne2.

t 9.

Low investment rate and insignificant

inflow of foreign investments

3. Low innovativeness level of enterprises

4. Very low level of outlays for research a
development activity

5. Ineffective structure of the economy,

characterised inter alia by a high level

employment in agriculture

Low development level in industry

8. Insufficiently developed metropolitan

functions of voivodship towns

High unemployment level among young

people

10. Insufficient teaching infrastructure in
universities

11.Limited links between science and the
economy

12.Weakly developed telecommunications
network

13. Peripheral position with respect to
domestic and European economic acti
centres

14.Limited transport accessibility on a
regional scale and in the external syste
and poor technical condition of the roac
network

15. Low share of resources of economic
entities in outlays assigned for
technologically advanced investments

16.Low awareness level concerning

possibilities of using natural values for

the development of tourism
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Opportunities

Threats

. Development of international institution

cooperation and ties with foreign partners

. Options for R&D entities of participating

in European projects

Integration of entities from Eastern
Poland to the scientific cooperation
network

. Development of regional specialisation|i
Eastern Poland in the sector of industry

and services

. Border situation that allows establishme

of transborder economic cooperation
Increased interest in the region shown
domestic and foreign tourists

. Development of tourism, including
specialised tourism, for tourists interested.
7.

in high natural values of the region

. Development and high level of activity

business environment institutions

Df

all.

&

:i

byB.

Growing external demand for manpowe
from Eastern Poland leading to outflow|
gualified staff, especially young well
educated persons

Unfavourable legal regulations, includin
limiting production in fields connected
with regional specialisation
Hindrances in economic contacts with
countries from outside the EU (Russia,
Ukraine, Belarus)

Maintained image of Eastern Poland as
region of peripheral importance
Insufficient lobbying in favour of
supporting changes in Eastern Poland
with active support of central units
Ineffective use of EU assistance funds
Increase of tax and administrative
burdens that hinder launching own
business operation and development o
the SMR sector in the early operation
phase

Possibility of endangering areas with h
natural values as a consequence of
uncoordinated tourism

o1
of

g

5 a

gh

The SWOT analysis depicts Eastern Poland as anatiea low growth level as compared to
the remaining part of Poland. This area is charset@ by features which allow its being
classified as in a peripheral position in relattonnational and European economic activity
centres, not only in the scale of Poland, but #tgoentire territory of the European Union.
This arises first of all from:

low wealth level, expressed by a low GDP per cdpital,

low level of spatial, social and economic cohesion,

ineffective structure of the economy with dominanak traditional agriculture and

relatively low level of entrepreneurship developmand a low level of competitiveness
and innovativeness of enterprises,
insufficient potential of growth centres that stiate growth, including clearly formed
urban agglomerations with developed metropolitarcfions,

insufficient development of infrastructure related higher education and limited ties
between science and the economy,
low development level of technical infrastructuespecially teleinformatic and transport
infrastructure, and ineffective transport linkstthead to limited accessibility of Eastern
Poland.

The above mentioned factors are not conducive ¥eldpment of Eastern Poland, and lead
inter alia to the low level of investment attraetiess of this macroregion. This premise
inclines to seeking directions of measures, whidch generate growth stimuli. In such an
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event it is indispensable to impede further reatiegradation of this area on a level which
will assure a better input position for generatgrgwth measures and to achieve positive
effects of those measures. One of such measuresstablishment of an operational
programme, which will allow offering support fronesources of the European Regional
Development Fund, supplemented by national publeams, for projects oriented at the
growth of Eastern Poland. The structure of suchregmamme should be oriented at
overcoming the peripheral nature of this macronegwith the maximum use of its endogenic
potential, related to:

— considerable interest of youth by higher education,

— significant increase in potential of academic cemin certain fields,

— focusing on supporting selected development oriemteustries of the regional economy,

— availability of post-industrial areas and facil@ifor adaptation for potential investments,

— existence of a clean natural environment and uni@ieral values, which are a condition
for possibilities of the development of tourismpesially qualified tourism.

The correlation between results of the SWOT anglgsid their elations with priority axes
have been included in descriptions of particuléoriy axes.
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IV. OBJECTIVES OF THE PROGRAMME AND THEIR CONFORMYT WITH
NATIONAL PROGRAMME DOCUMENTS AND THE COHESION POLIEC OF THE EU
FOR THE YEARS 2007-2013

Increasing the rate of social and economic growtttEastern Poland requires not only
financial resources, but also the application ofdera instruments of regional policy and
cooperation of various partners.

A basis for measures oriented at supporting theldpment of Eastern Poland is constituted
by the Social and economic development strategpfdtastern Poland by 2020 (hereinafter
called the Strategy 2007-2020), which defines dimt and directions of utilising the
unique possibility of stimulating the social armbromic growth, which was opened thanks
to Poland’s membership in the European Union.

A strategic objective for the growth policy of East Poland is increasing the level of
economic, social and territorial cohesion in tregion. In the years 2007-2020 the cohesion
level of all five voivodships of Eastern Polandalihthree dimensions should be considerably
elevated. Strategy 2007-2020 assumes utilisatioenafogenic growth potential, skilfully
assisted by external funds.

Measures in Strategy 2007-2020 have a very widgesa@nd will be performed in a

coordinated way. Consequently it is assumed thdewuthis strategy a wide assortment of
diverse instruments and solutions will be promotetijch will be aimed at stimulating

sustainable regional development of Eastern Poldbde of such instruments is the
Operational Programme Development of Eastern Poland

Pursuant to decision of the European Union of Ddman2005 concerning assignment of
special funds, the programme will be an additicasdistance element from structural funds
and will enhance the operation of other programarethe area of Eastern Poland by causing
synergy effects or through execution of separatasmes to stimulate the economic and
social growth. The intention of the Programme ismpede stagnation trends which are a
determinant factor for marginalisation and perigh@ature of voivodships of Eastern Poland
and stimulation of growth factors in those voviogsh

An impulse for the establishment of modern econervillybe provided by projects connected

inter alia with development of infrastructure ofiversities, infrastructure of an information

society, supporting innovations, as well as proorotand cooperation. Development of
metropolitan functions of regional capital citieghich stimulate the growth of entire regions,

will be additionally assured by developing munitipaublic transport systems and

infrastructure for business type tourism, i.e. asftructure for the needs of organisation of
fairs, congresses, symposiums etc. Territorial simmewill be assured by investments related
to road infrastructure and bicycle routes.

Those investments are projects the implementatiomhach is crucial from the viewpoint of

achieving the assumed objectives of social and @oan growth on the area of Eastern
Poland. Experience gained during the precedinghtizd perspective shows that voviodships
in the eastern part of Poland, as much less cotiyeetparticipated to a much smaller extent
in utilisation of funds under sectoral operatiopadgrammes than the remaining voivodships.
As a consequence the principal assistance instismeh those regions are regional
operational programmes. Taking into account, howetre value of funds allocated for

ROPs, it is certain that many investments of imgroee for the social and economic growth
of Eastern Poland will not have been implementedatilishment of an additional assistance
instrument is a step towards balancing developnuaportunities, and will also allow
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execution of premeditated development measuresdaahechieving the assumed strategic
development objectives for entire Poland, i.e. modation of many spheres of social and
economic life in Eastern Poland: science, economgmmunication, creation of jobs,
improving the functioning of major urban centresl amcreasing the strength of their impact
on the surroundings, improving transport accessibiimproving the image of Eastern
Poland and enhancing investment attractivenedsopart of Poland.

Development priorities, support for which was asedminder this Programme, conform to
the specific nature and needs of the macroregidraas integrated with the main Community
priorities determined irStrategic Guidelines of the Community for Cohedmmthe years
2007-2013(CSG) and inintegrated Guidelines aimed at growth and employnfen the
years 2005-2008IROP). An implementation instrument for the said Commurgtidelines
on the national scale is the National Reform Pnogna (NRP).

The principal objective of the Operational Progragnbevelopment of Eastern Poland is:

“Hastening the pace of social and economic developmén Eastern Poland in
conformity to the sustainable development principlé.

This objective refers to the challenges faced bg feast developed regions of Poland with
respect to competitiveness and cohesion with otbgions of Poland and the European
Union. Furthermore, it also refers directly to timain objective of the National Reform

Programme which presents measures of the Polisher@ment planned to dynamise
implementation of the Lisbon Strategy. The maineobye of NRP is “Retaining the high

pace of economic growth and stimulating the creatibnew jobs while respecting principles
of sustainable development”.

The main objective arises also from the priorif@snulated in a medium-term perspective in
the National Development Strategy 2007-2015, indgdespecially the priority “Regional
development and the improvement of territorial cbe’, which assumes support for the
least developed areas, especially five voivodship&astern Poland, characterised by the
lowest GDP per capita in EU-25. Moreover, it conierto Objective of National Strategic
Reference Framework 2007-2013 (NSRF) — “Creationthaf conditions for growth of
competitiveness of the Polish knowledge based engrend entrepreneurship which are to
assure an increase in employment and in the lef/edooial, economic and territorial
cohesion”.

Objective of the Programme refers to stipulatiofsthe Polish Government Programme
“Solidary State”, in which a need was indicateddtaft a special Programme for Eastern
Poland, which will contribute to “improving the cpetitiveness and investment
attractiveness of eastern voivodships via measwigs respect to development of an
information society, enhancing the transport adbdégg of the regions, limiting
unemployment and development of entrepreneurship”.

Objective of the Programme conforms to recommeadatiof basic strategic national
documents (“State Ecological Policy for the yedd®322006 allowing for the perspective for
the years 2007-2010") and Community documents (Birth Environment Action
Programme of the Community “Environment 2010: Ourtufe, Our Choicé” “EU

14 Decision 1600/2002/CE of the European Parliamadt@ouncil dated 22 July 2002 laying down the
Sixth Community Environment Action Programme.
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Renewed Sustainable Development Stratefy”with respect to environment protection
and sustainable development.

This programme is a financial instrument which serymplementation of EU cohesion
policy, and as such conforms to requirements imgdsethe European Commission. In the
programming stage defined were intervention areasigh which with assistance of a special
additional Programme a high rate of return may ddeexved. Priority axes of the Programme
concentrate support on investments in ICT infrastme, teaching infrastructure of
universities, research and innovation potentiakskarch institutes and enterprises, as well as
development of public transport systems and tramspivastructure.

Owing to the specific nature of EPD OP and itstiefs with respect to the National Reform
Programme, measures undertaken under the Prograrnfinbe oriented at implementation of
a specific scope of actions specified in NRP, aiiltl i each case remain consistent with
principles of execution of the EU cohesion polibyplementation of stipulations contained
in IROP, NRP and CSG under NSRF is reflected inpettpprogrammed under the
Programme.

The main objective of the Programme will be achietlerough implementation of specific
objectives, and namely:

I. Stimulating development of competitive knowledgsdzheconomy.
Il. Improving access to broadband Internet in Eastelar.
[ll. Development of selected metropolitan functionsatedship cities.

IV. Improving accessibility and standard of transpankd in voivodships of Eastern
Poland.

V. Enhancing the role of sustainable tourism in th@nemic development of the
macroregion.

VI. Optimising the implementation process of OP Dewvelept of Eastern Poland.

Implementation of objective | under EPD OBtimulating development of competitive
knowledge based economyll be compatible with measures undertaken undeid@ines
Nos.: 7To increase and improve investment in R&Dro facilitate all forms of innovatign
10 Strengthen the competitive advantages of the indudtase and No. 15 of IROP
Promotion of work culture based on entrepreneurshipd establishment of conditions
favourable for the development of SMEwhich concern support for the development of
innovation in enterprises. It will furthermore hgpplementation to CSG Guidelines No. 1.2.1
Increasing and better target investments in RND. 1.2.2Facilitate innovation and promote
entrepreneurship, No. 1.2.4 Improve access to fisand No. 2.2 concernin§upport the
economic diversification of rural areas, fisheryeas and areas with natural handicaEs
well as Priorities 2 and 3 of NRP, which give pitipto innovativeness of the economy.

Under priority axis that executes Objective | un@?D OP support will cover measures
related to development of entrepreneurship (inclgdnnovative one — e.g. industrial parks,

!5 “Renewed Sustainable Development Strateagidpted by the Council of Europe on 15-16 Jur@62@0C
10117/06.
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parks of technology), development of teaching biawsdiigher education; establishment,
development and opening of excellence centresraenf technology transfer, modernisation
of infrastructure in laboratories that run innovatoperation and R&D activity, cooperation
of voivodships and joint promotion of Eastern Pdlaim addition, support will be granted to
financial instruments, such as for example seedalaipinds, and funds assigned for their
capitalisation will as a target be transferreddmpanies from the MSE sector.

The co-financed measures are to enable increagpenditures on research and innovations,
facilitate diffusion and absorption of innovativeligions in enterprises, adaptation of the
R&D sphere to needs of the economy and workingcoutelations between both spheres, as
well as increase of export production.

Objective 1l under EPD OMmproving access to broadband Internet In EasteoiaRd —
which will be executed under priority axis that qmmes support for establishment of an
information society, conforms to Guidelines IROPsN® To facilitate the spread and
effective use of ICT and bild a fully inclusivéomrmation societyand 16To expand, improve
and link up European infrastructure and completdopty cross-border projectsand
execution ofinfrastructure development and upgrade and engudompetitive development
in network sectorsof NRP. Execution of measures under this objecivea part of
implementation of CSG Guideline No. 1.28mote the information society for @hd 2.2
Support the economic diversification of rural aredishery areas and areas with natural
handicaps Support related to establishing an infrastrucfareaccess to broadband Internet is
a condition for establishing a competitive knowledgased economy; this is an important
priority of the EU cohesion policy, which was refied in the structure of priority axes under
EPD OP.

Objective Il under EPD OMevelopment of selected metropolitan functionsadfodship
towns in which support will cover measures relatedntegrated municipal public transport
systems, and establishing and modernisation o&siructure which allows organisation of
congresses, conferences, exhibitions and fairgasfstegional and international rank, i.e.
facilities that accompany business, conforms tod€line 16 of IROP and constitutes
execution of Priority 2Development of entrepreneurshemd 4Infrastructure development
and upgrade and ensuring competitive developmemteiwork sectorof NRP. Priority 2
under NRP includes inter alia support for a systéraconomy promotion, i.e. measures that
are in need of fair and congress infrastructurexadaently implementation of this objective
will contribute to fulfilment of Guidelines Nos. 1.1, 1.2.2 and No. 2.The contribution of
cities to growth and jobsontained in CSG. In addition it takes into acdomdications of
Towards a thematic strategy on urban environni&nt.

Complex projects related to municipal public trasvspunder which it will be possible to
modernise and establish in the first place inteliigtransport systems, will not only have a
positive effect on the natural environment, butlvailso become an element of modern
transport system.

Establishment and modernisation of fair, exhibit@md congress infrastructure constitutes
real support for the system of enterprise promotiad diffusion of innovation both in the
national and international spheres, which enhatimsompetitive position of enterprises and
the economy.

16 Communication of the Commission to the Council Bngdopean Parliament - Towards a thematic strategy o
the urban environment {SEC(2006) 16}, Brussels,&200
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Implementation of objective IV under EPD fproving the accessibility and standard of
transport links in voivodships of Eastern Polamdll assure territorial cohesion and
accessibility of regions in Eastern Poland by awomsion and modernisation of important
sections of voivodship roads of Eastern Poland &gepasses along national roads.
Improvement of the standard of transport links,Judmg improvement of safety, will be

achieved by means of appropriate planning of ragdiorks. Execution of this objective will

also contribute to improving accessibility of magnowth centres for inhabitants of rural
areas. The above measures conform to with measorbs implemented under Guideline
1.1.1 CSG and Priority 4 of NRP, and will also le&ducive to implementation of Guideline
No. 16 IROP. The planned investments will enhamee dohesion of the national transport
system with the European system.

Under priority axis V.Sustainable development of tourism potential basednatural
conditionssupport will be granted to development of a jomurtst offer for Eastern Poland
which comprises promotion of sustainable tourismmig including forms that reduce the
need of using private cars and raise interest gcighsed tourism, including first of all
biking. Implementation of measures, the aim of Wwhigincreasing the role of sustainable
tourism in economic growth of the macroregiwaiil] contribute to achieving effects specified

in Guideline No. 11 of IROP i.eTo encourage the sustainable use of resources and
strengthen the synergies between environmentdégtion and growttand Guideline No.
1.1.2 of CSGStrengthen the synergies between environmentadgioh and growth.

Guideline CSG No. 1.3.4Administrative capacitiegnposes the requirements of improving
effectiveness and clarity in public administrationaddition Priority 1 NRRConsolidation of
public finance and improvement of public financenagementassumes improving public
finance management, and simultaneously Guideline 3\eromoting effective allocation of
resources oriented on growth and jolbsder IROP recommends promoting effective
allocation of resources oriented at growth and eympent. A response dPD OP to the
imposed challenges are measures that implementct®ae/I| EPD OP i.eOptimising the
implementation process of OP Development of Eaftetand.

Efficient and effective usage of the European Regjio Development Fund
under the Programme will depend to a large extamtadministrative capabilities of
institutions involved in the execution processtaf Programme.
Measures undertaken under the Programme are tblislstavithin central administration a
system of management and control of the Programwvhigh, maintaining low outlays, will
allow timely and effective implementation of pladnmeasures.

A table was presented on page 67 which presenessaohof measures planned under EPD
OP with NSRF, IROP, NRP and CSG. The table presamtexample of the Programme |
execution of objectives and priorities of the EUesion policy and renewed Lisbon Strategy
allowing for three main objectives:

improving attractiveness of the member states,oregiand towns by enhancing
accessibility, ensuring appropriate standard awel lef services and preserving their
environmental potential;

measure aimed at innovation, entrepreneurship amdtly of the knowledge based
economy by improving the capability of research amdovation, including new
information and communication technologies;

creation of better work places and increasing thember by encouraging a bigger
number of persons to working or to entrepreneurshiproving adaptational abilities
of employees and enterprises, and increasing imergs in Human Capital.
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Those Objectives will be executed respecting theviang horizontal issues:

Sustainable development

The obligation of caring for the state of the eamment in Poland is determined by the
constitutional principle of sustainable developmanplemented in provisions of the state
ecological policy, and in the European dimensiagesres of strategic documents that define
Objectives and principles for environment proteattioter aliaThe Sixth Environment Action
Programme of the European Commuriignvironment 2010: Our Future, Our Choicé”
“Renewed Sustainable Stratetfy” The concept of sustainable development indicates
harmonious development that satisfies current bowads, simultaneously respecting the
durability of natural resources and assuring opities of the use of those resources to
future generations. Fulfiiment of the condition efhvironment protection maintaining
concurrently the economic growth of Poland requineslertaking system measures on all
levels of the administration, with active partidipa and involvement of the entire society.
This is a necessary condition for establishing sisoéor sustainable social and economic
development of Poland and its regiotisshould be borne in mind that in all priority @xen
each stage of execution of the Programme and ingi&tion of projects which are to be
covered by assistance, the principle of sustaindelelopment will be allowed for and
applied in the economic, social and environmentakdsion.

Natura 2000

Projects co-financed under the Programme will bé foonsistent with provisions of the
Directive on the assessment of the effects of icendans and programmes on the
environment®, Council Directive on the conservation of naturabitats and wild fauna and
flora 2° and Council Directive on the Conservation of Wild BiftilSn the phase of project
selection appropriate eligibility criteria will kepplied to guarantee that projects conform to
requirements defined by the above mentioned diresti Co-financing of projects which
affect adversely the potential areas of Natura 20@0 areas which in the opinion of the
European Commission should have been delimited lhay 20004, but which had not been
delimited by Poland), will be impermissible.

Equal opportunities

The programme will be executed respecting the piaof fighting discrimination related to
gender, race or ethnical origin, religion or phipky of life, disability, age or sexual
orientation. Co-financing of projects which haveaaiverse impact on fighting discrimination
will be inadmissible.

Public assistance

" Decision 1600/2002/CE of the European Parliamedt@ouncil of 22 July 2002 on the Sixth Environmen
Action Programme of the Euorpean Community 20022201

18 Document of the Council of European Union 101176® June 2006, Brussels.

!9 Directive 2001/42/CE of the European Parliament tmedCouncil of 27 June 2001 on the assessmethieof t
effects of certain plans and programmes on theremwient.

20 Council Directive of 92/43/EEC of 21 May 1992 dwetconservation of natural habitats and wild faand
flora.

2L Council Directive79/409/EEC of 2 April 1979 on the conservationifl birds,
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All assistance under the Programme will be gramadsuant to procedural and material
principles of state assistance, applicable duriagting of public assistance.

Energy effectiveness

Implementation of the Programme will contribute @chievement of objectives under the
long-term action plan oriented at streamlining tise of energy. This arises from the fact that
investments and initiatives related to increashmenergy efficiency and limitation of its use
will be given priority as regards assistance.

Relevant indicators for monitoring the energy difemess will be developed by the
managing authority, and on the stage of projeacsiein criteria that promote energy saving
solutions will be applied.

Information society

A condition necessary for economic and social dgwelent in the contemporary world is the
universal access to information. To counteractpfhenomenon of information exclusion, the
Programme anticipated assistance in this scopehdtunore, taking into consideration the
fact that success in each sector of the economyfialddof human operation is increasingly
determined by skilful application of ICT technolegj under each priority axis of EPD OP it
is recommended that beneficiaries of assistancgreas®hesion and complementariness of
implemented projects with principles for establigi of an information society.
Consequently under EPD OP assistance will be @efeigranted to infrastructural projects
that comprise establishment and development ofdiy@ad access to the Internet wherever it
is possible in the scope covered by the projeat,tha so-called ‘soft’ projects, which during
implementation take into account application oétnet tools for the flow of information.
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EPD OP

MAKING EUROPE AND ITS REGIONS MORE ATTRACTIVE PLACE S TO INVEST AND WORK

Objective 1
Stimulating the development o
competitive knowledge based

f

NSRF

Objective 3
Establishment and
modernisation of technical and

IROP

NRP

3. Increased enterprise

CSG

economy social infrastructure of innovation
fundamental importance for
growth of the competitiveness
in Poland
Objective 5 16 4. Infrastructure development 2.2 Support the economic
Increase in competitiveness of To expand, improve and link up  and upgrade and ensuring | diversification of rural areas,
Polish regions and European infrastructure and| competitive development in fishery areas and areas with
counteracting their social, complete priority cross-border network sectors natural handicaps
economic and spatial projects 3. Increased enterprise
marginalisation innovation
Objective 6 16 4. Infrastructure development
Balancing development To expand, improve and link up  and upgrade and ensuring
opportunities and supporting| European infrastructure and competitive development in
structural changes on rural areascomplete priority cross-border network sectors
projects
Obijective 2 Objective 3 4. Infrastructure development
Improving access to broadband Establishment and and upgrade and ensuring 2.2 Support the economic
Internet In Eastern Poland | modernisation of technical and 16 competitive development in diversification of rural areas,

social infrastructure of
fundamental importance for
growth of the competitiveness
in Poland

Objective 6
Balancing development
opportunities and supporting

To expand, improve and link u
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complete priority cross-border
projects

network sectors

structural changes on rural are@s

3. Increased enterprise
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fishery areas and areas with
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Objective 3
Development of selected
metropolitan functions of

voivodship towns

Objective 3
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modernisation of technical and
social infrastructure of
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16

To expand, improve and link u

P

4. Infrastructure development

and upgrade and ensuring

1.1.1 Expand and improve




growth of the competitiveness
in Poland

European infrastructure and
complete priority cross-border

Objective 5
Increase in competitiveness o
Polish regions and
counteracting their social,
economic and spatial
marginalisation

projects
f

competitive development in
network sectors

transport infrastructures

Objective 4
Improving the accessibility and
standard of transport links in
voivodships of Eastern Poland

Objective 3
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modernisation of technical and To expand, improve and link u

social infrastructure of
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European infrastructure and
complete priority cross-border

4. Infrastructure development
and upgrade and ensuring
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network sectors
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transport infrastructures
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in Poland
Objective 5 Objective 5 11

Enhancing the role of
sustainable tourism in econom
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EPD OP

Objective 1
Stimulating the development g
competitive knowledge based
economy

n counteracting their social,
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Polish regions and

economic and spatial
marginalisation
NSRF

KNOWLEDGE AND INOVATION FOR ECONOMIC GROWTH

Objective 4
Improvement in
competitiveness and
innovativeness of enterprises
including especially of the
production sector with high
added value and service sect
development

use of resources and strength
the synergies between
environmental protection and
growth
IROP

7. To increase and improve
investment in R&D

D

=

f To encourage the sustainable
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NRP
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CSG

1.2.1 Increase and better targ
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Objective 5
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f
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Objective 6
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1.2.2 Facilitate innovation and

promote entrepreneurship
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Balancing development 15. Promoting work culture 3. Increased enterprise
opportunities and supporting| based on entrepreneurship and innovation
structural changes on rural arefas establishing advantageous
conditions for development of

1.2.4 Improve access to finang

SMEs
Objective 2 Objective 3
Improving access to broadband Establishment and
Internet In Eastern Poland | modernisation of technical and 3. Increased enterprise 1.2.3 Promote the information
social infrastructure of innovation society for all

fundamental importance for | 9. To facilitate the spread ang
growth of the competitiveness effective use of ICT and bild a

in Poland fully inclusive information
Objective 6 society 4. Infrastructure development 2.2 Support the economic
Balancing development and upgrade and ensuring diversification of rural areas,
opportunities and supporting competitive development in fishery areas and areas with
structural changes on rural arejas network sectors natural handicaps
Obijective 3 Objective 3 4 Infrastructure development
Development of selected Establishment and and upgrade and ensuring
metropolitan functions of modernisation of technical and competitive development in | 1.2.2 Facilitate innovation and
voivodship towns social infrastructure of network sectors promote entrepreneurship

fundamental importance for
growth of the competitiveness

in Poland
Objective 5
Increase in competitiveness of
Polish regions and 2. Developing entrepreneurship 2.1 The contribution of cities tq
counteracting their social, growth and jobs

economic and spatial
marginalisation

CREATING A BIGGER NUMBER OF BETTER WORK PLACES

Objective 6 Objective 1
Optimising the implementation Better functioning standard of 1. Consolidation of public
process of OP Development qgf public institutions and 3. Promoting effective finance and improvement of | 1.3.4 Administrative capacities
Eastern Poland development of partnership | allocation of resources oriented public finance management

mechanisms on growth and jobs
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Priorities of Strategic Community
Guidelines:

1. Enhancing the attractiveness of
member states, regions and cities by
improving accessibility, ensuring
appropriate standard and level of
services and preserving the environment

condition.

2. Supporting innovativeness,
entrepreneurship and knowledge based
economy by utilisi ng opportunities in the
field of research and innovation,

including new information and
communication technologies.

Hastening the pace of social and economic developme
sustainable development principle

Specific objective:
Stimulating
development of
knowledge based
competitive economy

Priority axis I:
Modern economy

Strategic objective of National Strategic Reference

Framework 2007-2013:

Creation of the conditions for the growth of
competitiveness of knowledge based economy
entrepreneurship which are to assure an increase in
the employment and in the

and territorial cohesion.

level of social, economic

Priority of National
Development Strategy
2007-2015:

Regional development and
and enhancing territorial
cohesion
- supporting least
developed regions,
especially five voivodships
of Eastern Poland,
characterised by the lowest
GDP per capita in the
European Union

Main objective of OP Development of Eastern Poland

Specific objective:
Improving access to
broadband Internet

in Eastern Poland

Priority axis II:
Infrastructure of
information society

Specific objective:
Development of
selected metropolitan
functions in
voivodship cities

Priority axis Ill:

Voivodship growth
centres

Specific objective:
Improving accessibility
and standard of
transport links in
voivodships of Eastern

Poland

Priority axis IV:

Transport
infrastructure

nt of Eastern Poland pursuant to the

Specific objective:
Enhancing the role of
sustainable tourism in

economic development
of the macroregion

Specific objective:
Optimising the
implementation

process of

OP Development

of Eastern Poland

Priority axis V: Priority axis VI:
Sustainable development Technical
of tourist potential based assistance

on natural conditions



V. IMPLEMENTATION INDICATORS OF PROGRAMME OBJECTIVE

Value in | Value in
o . base year target |Measuren
Main objective I Units 2006* ear Source of
Name of indicator Y! ent
of EPD OP % data
frequency
2006 2013
Hastening the | yymper of net created joBs persons 0 13610 | ©®Y2 | Hermin
pace of social an years
economic Number of gross created jobs: ersons 0 2200 annuall (n,:/lopr;it
development of | - including on rural areas: P 200 | oyetem)
Eastern Poland - -
. - Impact of involved centres in EPD OP on
in conformity to rowth of GDP in comparison to the baseline
the sustainable |9 73 P % 0 1.38 every 2 Hermin
development | Y€2 years
principle
Specific objective Priority axis 1 MODERN ECONOMY
Stimulating 1.1 [Number of projcts related to infrastructure of
the higher education 29
development including:
of com petitive - related to furnishing teaching facilitiels pes. 0 29 annually MA
K Ip d with research and development
ng;vsidge equipment
economy 1.2 xigw(::gogiearch equipment unitsstalled ir| PLN 0 400000000 annually Benef.
1.3 |[Number ofprojects related to RTD pcs. 0 20 annually MA
- - -
5 1.4 [Number qicopperatlon projects b_etween pes. 0 20 annually MA
o research institutions and enterprises
'5 1.5 |Number ofestablished business environment
O institutions (parks of science and technology, pcs. 0 15 annually Benef.
incubators of entrepreneurship, clusters etg.)
1.6 [Number of projectpromoting bu5|_ness, pes. 0 1 annually MA
lentrepreneurship, new technologies
1.7 tl\)l/t;l;nber ofgranted loans of the seed capital pes. 0 340 annually Benef.
1.8 |Area of investment zones (including parks|of 1144
science and _technology) sgpported through ha 0 (350) annually Benef.
implementation of projects:
including new ones 215
1.9 |[Number oistudents who benefit from effect:
A : : ) . 0 22 000
of project implementation during the year:
?va;mgr\]: persons 0 11 000 annually Benef.
w ’ 0 11 000
s - men
8 1.10 [Number oinew economic entities establishied
= operating on the area of business environment
) AP f pcs. 0 120 annually Benef.
e} institutions (parks of science and technology,
incubators of entrepreneurship, clusters etg.)
1.11 |Number oicreated work places with respect to
RTD- only research posts pes. 0 30 annually MA
1.12 |Value of granted loans of the seed capitat typ EURO 10 000 00d annually| MA
= Percentage of graduates from technical
g |13 [niversities and from specialisations of % 23 X every 2 yeafEvaluation/
% ' mathematics and natural sciences of the total ° ey CSE
= number of graduates from universities

22 Means the number of total additionally working mers as an effect of EPD OP implementation — diffee between
scenarios “with EPD OP” and “without EPD OP”. Esditerd on the basis of the HERMIN model, target \aindicate the
state at the end of 2013 — these are not cumwaleds.

% Means a change in the GDP level, calculated idfimarket prices (in %) — difference between séesdwith EPD OP”
and “without EPD OP”. Estimated on the basis of ##ERMIN model, target values indicate the cumulatepact of EPD

OP in 2013



.14

Percentage of enterprises which have
implemented innovations from among total
number of enterprises

%

28

every 2 yea

sEvaluation 1
CSE

Specific objectiv

a)

Priority axis 2

INFRASTRUCTURE OF INFORMATION SOC IETY

1 _Number_of |mp|¢mented projects related t: pcs. 0 1 annually MA
information society
,5 1.2 Length of installed broadband Internet Kkm 0 9000 annually Benef.
2 network
; [
Improving 8 1.3 | Number of installed nodes pcs. 0 3000 anyuall Benef.
access to
broadband o
Internetin | O Area on which a possibility of access to % To be
[ (]
Eastern 2ou 14| broadband Internet was opened assessed 9 annually Benef.
Poland ©3
Number of persons, who have gained access
O : 2 200 o0&
E 15 tporcgrec():?gband Internet through execution of  persons 0 annually Benef.
=y including on rural areas: 1700 000
Specific A .
oij)ective Priority axis 3 VOIVODSHIP GROWTH CENTRES
T Numbgr of prOJ(_egts related to integrated pes. 0 7 annually MA
ecological municipal transport
2 Number of opened {m_odernlsed exhibition pes. 0 8 annually Benef.
and conference facilities
[ . e
E .3 Area of openeq _/r_nodernlsed exhibition angd me 0 90 000 annually Benef.
= conference facilities
D
Development| © Number of purchased pieces of municipal 350
of selected transport fleet:
metropolitan including:
functions of .4 - buses, pcs. 0 tobe | annually Benef.
voivodship - trtarl]mways, assesseld i
towns - omers. ‘;‘le‘jﬁt‘
s Increase in the number of persons using s 0 om annuall Benef. /
w ) public transport pes. Y CSE
% Number of organised exhibition events: 1000
O of whicht to be
'5 1.6 local, pcs. 0 assessed i annually Benef.
(©] national, annual
international. report

* Indicators of outcome and output conform excle$ivto measures supported by EPD OP, hence in the
baseline year the adopted value = zero
24 Value of the indicator will be supplemented on baesis of technical documentation drafted in codna
with JASPERS.
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Specific

Priority axis 4 TRANSPORT INFRASTRUCTURE

objective
V1 Number o_f implemented projects related t pes. 42 annually MA
transport infrastructure
Improving '5 IV.2 | Length of new roads km 135.8 annually Benei.
accessibility | &
and standard | 3
of transport IV.3 | Length of reconstructed roads km 342 arlgua] Benef.
links in
voivodships IV.4 | Number of constructed by-pass roads pcs. 4 2| annually Benef.
of Eastern
Poland '-'EJ
o Time saving in euro /on new To be Every 2
B IV.5 | and modernised roads/ in passenger and euro assessed in ea)r/s evaluation
5 cargo traffié® 2008 y
o
Specific | Priority axis 5 SUSTAINABLE DEVELOPMENT OF TOURIS POTENTIAL
objective BASED ON NATURAL CONDITIONS
V.1 | Length of new paved bicycle routes km 500 nueaatly MA
5
& V.2 Length of new set out and marked bicycle km 2000 annually MA,
) ) routes
Enhancing | O
the role of Number of projects related to tourist
sustainable V3 promotion of Eastern Poland pcs. 1 annually MA
tourismin
the economic %
development| O | v.4 | Number of available tourist attractions pcs. 200 annually Benef
of the 5
macroregion | ©
o
Number of inbound tourist arrivals to Every 2 | Evaluation
<
% V-5 Eastern Poland persons X years |/ CSE
Specific | priority axis 6 TECHNICAL ASSISTANCE
objective
Vi1 Number of meetings, seminars, trainings gnd pes. 300 annually MA/IB
conferences
Optimising .
Number of performed expert opinions,
'_
. the |2 vi.2 analyses, studies, research and evaluations pes. 230 annually MA/IB
implementati | &
5 r iR
on process off 3 Vi3 Number of posts co-financed under technical pes. 55 annually MA/IB
oP assistance
Development Number of publicati p tional
of Eastern V1.4 umber o pubications and promotiona pcs. 500 000 annually| MA/IB
materials from funds of EPD OP
Poland
R )
Elwvis Q;/ﬁ;&fli%?aiye of transfer of funds to the days 60 Annually MA/IB
S

% According to methodology of the Research InstinftRoads and Bridges
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Context indicators for EPD OP

Lubelskie | Podkarpa- | Podlaskie wi to- Warmi sko-
No Indicator Unit Year i?g;g E a;g:il lfD%rl — voivodshi ckie voivodshi | krzyskie mazurskie
p voivodship p voivodship | voivodship
Society
Employment indicator] % 200
total CSE 45.7 48.6 45.2 48.0 44.0 41.6
towns CSE 43.3 43.9 43.6 45.3 39.5 43.7
rural areas CSE 48.1 53.4 46.4 51.6 47.8 38.4
;’35’_3%‘3 2005| CSE 333 36.0 30.9 37.7 33.1 29.5
1
30-39 CSE 75.Q 78.6 74.9 76.1 72.4 71.6
40-49 CSE 74.7 77.4 74.7 79.5 73.4 69.5
50 and over CSE 28.4 31.6 29.2 28.8 28.3 22.7
males CSE 52.2 54.8 50.9 55.1 50.0 49.3
females CSE 39.7 42.6 40.0 41.0 38.4 34.8
Unemployment rate
(according to LFS) 2005 CSE 16.7| 14.3 16.6 14.3 19.0 20.4
total
towns CSE 19.3 19.4 17.7 17.6 24.7 17.8
2 rural areas CSE 14.1 9.5 15.9 9.9 14.4 24.9
males 2005 CSE 16.1 14.3 16.0 13.0 19.3 18.6
females CSE 174 13.3 17.3 16.4 18.6 22.6
Employed in the
national economy, | 2005| CSE 100.9 100.6 100.6 99.8 101.2 102.6
total, preceding year 3
100 %
3
share of the private 74.1 74.0 72.5 76.0 76.7 71.8
sector %
share of SME sector % 66.6 65.8 62.5 67.6 67.0 725
Number of household
4 | with access to Interne|
% of all households % 11.5 10.7 12.3 15.3 7.7 11.6
5 Number of students
per 1000 inhabitants 43.1 48.0 35.5 44.3 49.6 39.7
Share of inhabitants
6 | with high education 2005| CSE
(according to LFS) % 9.8 11.4 8.2 9.3 11.5 8.8
Sold places in tourist
collective holiday
7 accommodation per 1 2005 CSE
000 inhabitants 755.1 567.9 734.2 671.4 456.3 1410.5
including foreign
tourists % 15.7 11.9 8.4 16.4 9.7 25.0
Fatalities in road
8 | accidents per 100 00! 2005 CSE
vehicles 38.0 33.0 32.6 39.3 40.0 52.8

75




Total migration

balance 2004/ CSE -13 074 -4 460 -2 158 -1 655 -2 283 -2518
9 |fowns 2004)  CSE -12 265 -4 602 -3382 -1174 -3317 -1643
rural areas CSE 1695 51 1 309 -334 1002 -333
abroad CSE -651 91 -85 -147 32 -842
Number of
10 |nhabltants using 2005
public transport
system — total million 404,0 98 74 112 52 68
Length of voivodshig 2005
11 |roads — total km 8093,0 2214.2 1653.7 1243 1068.5 1913.5
per 100 km. ofarea|  km 12,2 11.3 10.8 16.2 11.0 12.6
12 Number of road
accidents pcs. 2005 CSE 9717 2446 2244 1185 1906 1936
13 Number of fatalities
in road accidents pcs. 2005 CSE 1326 322 287 211 227 279
Economy
Gross Domestic
product per 1 CSE
14 inhabitant in PLN 2004 17646 16778 16886 18057 18714 18778
Poland=100 % 2004 CSE 72.9 69.4 69.8 74.7 77.4 77.6
Gross value added
by economic sectorg
agriculture+forestry+ CSE
fisheries in PLN 2004 11 926.3 9 804.0 4954.0] 17 755.0 11 087.0, 32 305.0
Poland=100 % 66.6 54.8 27.7 99.2 61.9 180.5
industry in PLN 57 825.8) 57064.00 57524.00 54984.0 62 459.0 57 225.0
Poland=100 % 83.4 82.3 83.0 79.3 90.1 82.6
including processin
industry in PLN 55793.6] 53235.0 57074.00 53064.0 58 753.0 55 997.0
15
Poland=100 % 87.2 83.2 89.2 83.0 91.9 87.6
construction in PLN 68 421.5] 67 374.0 61 752.00 73383.0 77 565.0 65 654.0
Poland=100 % 102.2 100.7 92.3 109.6 115.9 98.1
market services in PLN 78342.4] 81495.0 74997.0 78358.0 77 306.0 79 534.0
Poland=100 % 90.6 94.3 86.8 90.6 89.4 92.0
non-market services| in PLN 51680.8) 50185.00 49588.00 55096.0 51 054.0 54 819.0
Poland=100 % 95.9 93.1 92.0 102.3 94.8 101.7
Structure of the
employed by sectors
of national economy
total = 100 %
agriculture+forestry+ CSE
fisheries % 2005 30.5 38.2 24.9 36.0 33.1 17.0
16 | industry % 2005 | CSE 19.0 14.6 23.7 15.1 18.1 24.5
including processing| CSE
industry % 2005 17.0 12.7 21.4 13.7 15.9 22.5
construction % 2005 | CSE 3.8 3.4 4.1 3.4 42 45
market services % 2005 CSE 27.8 25.2 28.2 27.1 27.7 33.0
non-market service: % 2005 CSE 18.8 18.7 19.1 18.5 16.9 21.1
Entities of the
national economy
17| REGON per 1000 CSE
inhabitants % 2005 72.1 68.3 66.5 75.6 79.9 76.2
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Outlays on research
and development

activity (current CSE

prices) as compared|

to GDP % 2004 0.27 0.46 0.29 0.24 0.08 0.21
including financed CSE

by enterprises % 2004 0.07 0.04 0.18 0.03 0.03 0.02

Share of enterprises|
which conducted
innovative activity in

industry % 2005 CSE 41. 41.7 42.5 39.2 40.1 41.7
Area of investment
lands ha 2005 | Registers 3886 754 1979 300 330 524
Area providing

e . To be To be To be To be To be

0,

Foozfclglcljtgaf daccess haallr:’aOf 2007 Report To tl): 58821 ateq estimated | estimated il estimated | estimated in| estimated in
Internet in 2008 2008 in 2008 2008 2008
Environment
Total emission of air
pollutants: t/km2 2005 CSE
dust t/km2 2005 CSE 0.6 0.35 0.88 0.55 1.30 0.50

sulphur dioxide
(without CO2) t’/km2 | 2005 CSE 1.3 1.02 1.89 0.89 3.37 0.81

Areas with special
natural values
under legal % 2005 CSE 39.4 22.8 47.7 32.0 61.9 46.2
protection as % of
total area
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VI. PRIORITY AXES IMPLEMENTED UNDER THE OPERATIONAIPROGRAMME

Actions undertaken under EPD OP are complementéty nespect to actions instigated in
favour of 5 voivodships in OP Innovative Economy @ifrastructure and Environment, OP
Human Capital, OP Technical Assistance and in Rrogres of European Territorial

Cooperation and European Instrument of Neighbouttaow Partnership, and also in regional
operational programmes of the lubelskie, podkarigackodlaskie, wi tokrzyskie and

warmi sko-mazurskie voivodship.

Under this Programme 6 priority axes will be impéanted:
I. Modern Economy.
[I. Infrastructure of the information society
Ill. Voivodship growth centres.
IV. Transport infrastructure.
V. Sustainable development of tourist potential basedatural conditions.
VI. Technical assistance.

Under priority axis I: Modern Economy four taskdlwie implemented:

I.1. Infrastructure of universities.

I.2. Supporting the establishment and co-finanamstyuments of financial engineering.
I.3. Supporting innovativeness.

I.4. Promotion and cooperation.

Under priority axis Il: Infrastructure of the infoation society one task will be implemented:
II.1. Broadband network of Eastern Poland.

Under priority axis Ill: Voivodship growth centréso tasks will be implemented:
[ll.1. Systems of municipal public transport.
l11.2. Infrastructure of congress and fair travel.

Under priority axis 1V: Transport infrastructureeotask will be implemented:
IV.1 Road infrastructure.

Under priority axis V: Sustainable development ofrist potential based on natural
conditions two tasks will be implemented:

V.1. Promoting sustainable tourism development.
V.2. Bicycle routes.
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Under priority axis VI: Technical assistance orgktevill be implemented:
VI.1. Support for the process of implementation ganaimotion of the Programme.
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1. Priority axis I: Modern Economy

1.1. Main objective of the priority axis
Stimulating the development of knowledge based aiitige economy.

Correlations of objectives of OP Development of Eésrn Poland with the SWOT analysis

Strengths Objective of EPD OP Weaknesses
Developed selected sectors of the Low GDP level and of gross value
industry in the region which are added

successful on the domestic apd
international market
Development potential of academicObjective 1. Stimulating  the Low investment rate and insignificant

centres in certain fields development of knowledge basednflow of foreign investments
competitive economy Low level of innovativeness of
enterprises
High demand for high level education Very low level of outlays for research

and development activity
Ineffective structure of the economy,
characterised inter alia by a high level
of employment in agriculture

Low level of development in industry

Significant potential of the SME sector High unemployment level among
in Eastern Poland young people
Insufficient teaching infrastructure in
universities
Considerable number of available post- Limited links between science and the
industrial lands and facilities to be economy

adapted for needs of investments Low share of resources of economic
entities in  outlays assigned f
technologically advanced investments

=

Opportunities
Development of international Growing external demand fqr
cooperation manpower from Eastern Poland

leading to outflow of qualified staff
especially young well educated persqgns

Integration of entities from Eastern Insufficient lobbying in favour of
Poland to the scientific cooperation supporting changes in Eastern Poland
network with active support of central units
Development of regional specialisation Increase of tax and administratiye
in Eastern Poland in the sector [of burdens that hinder launching own
industry and services business operation and development of
Development and high level of activity the SMR sector in the early operatipn
of business environment institutions phase

Options for R&D entities Of Maintained image of Eastern Poland |as
participating in European projects a region of peripheral importance

1.2. Assumed effects of implementation of the ycaxis

- improving the university education standard, esgbcas regards the establishment and
usage of modern technologies and information tantstechniques,

- improving accessibility of enterprises to exterfinncing sources on an early stage of
operation of a company and improving investmendirezss of SMEs,

- improving conditions for running economic activity developing and diffusion of
innovative enterprises,

- establishing a constant cooperation platform betwegions of Eastern Poland,

- undertaking common promotion actions in the splétbe economy and development of
interregional cooperation.

8C



1.3. Justification of the priority axis

A necessity in achieving the objective of the Pamgme, which is conducive for execution of
objectives under the National Strategic ReferermeamEwork 2007-2013, is stimulating the
development of a competitive knowledge based ecgndrdeterminant role in this process
is played by a few considerations. One of thenmigroving the quality of human resources,
i.e. enhancing skills and qualifications of the gemet and the future employees and
enterpreneurs. Only 7.5% of overall population aktern Poland has higher education (the
average value for EU is 20%). As of 1990 the nuntigraduates from universities has been
growing. Unfortunately, this is not accompaniedaoyimprovement in educational conditions
and equipping standard of the teaching base andrdbearch and scientific base of
universities, and consequently also the teachiagdstrd is not being improved. This is
particularly important as the adequate number afsgres with higher education may
determine the investment attractiveness of theoregind as a consequence economic growth
of this area. For this reason a necessity arisesassiuring appropriate educational
infrastructure in higher education, which will cobtite to better education standard of the
graduates, as well as to enhancing access to eulucat the area of voivodships of Eastern
Poland. In this respect adaptation of the educatiofier to the present and anticipated needs
of the labour market in Eastern Poland acquiresquéair importance. Owing to the fact that
adaptation of this offer is connected with the neéestablishing or modernisation of the
teaching base, laboratories or classrooms in usities, the Programme fulfils those needs.

Planned assistance for financial engineering ins¢nts, based on establishment or increasing
the funds in seed capital, meets the need of dtrenionpg the external financing system of the
operation of SMEs which are in an early phase ofefigment (seed and start-up). As a
target, funds obtained from assistance, in the fofnmvestments made by the funds, will
support growth activity of micro-, small and mediuentrepreneurs. Funds from ERDF
assigned for execution of this type of measuresilshbe subject to recirculation and cause
the effect of the financial leverage for additiofinhncing by private sector.

One of the barriers that impedes hastening theeggsoof economic growth is also the lack of
investments in research and development. Reseadltiés, including laboratories, are
underinvested and so underdeveloped that they aresufficient attraction for new
investments, especially innovative ones. A cleairyportant measure that instigates
innovativeness in the economy is the concept abéishing industrial parks, technological
parks or incubators which facilitate starting aityivooth to major investors, and also small
and medium ones, taking into consideration innaeaginterprises and those which introduce
products or technologically advanced serviddss is a concept for utilising the potential of
local universities, research institutes and sinma@causly transfer of modern technologies to
enterprises.

The subsequent consideration which enhances ineestattractiveness is improving the
condition of infrastructure, which is first of atidispensable for functioning of innovative and
technologically advanced enterprises. Regions oftdfa Poland are characterised by
insufficient quantity of prepared areas for investnis. Hence assistance becomes necessary
in preparing of this type of infrastructure. Arealich are to be developed should take into
account the economic potential of the region. Aasie with respect to adaptation of
production sites, provided with appropriate techhiofrastructure, and with a regulated legal
and ownership status, will open the possibilityroproving the investment offer in regions of
Eastern Poland, finding investors and as an e#etiancing the competitiveness level of
voivodships.
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Establishment of modern economy means also theblesstanent of various forms of
cooperation. Intensification of international caritaand establishing closer contacts between
regional and international organisations, compaaigs institutions, may as an effect lead to
increasing external investments in the region &auicing the gap between those regions and
other highly developed regions of European Uniommiver states and Poland. Nevertheless
competition with respect to seeking external inwvesits is highly intensified in Europe;
consequently less developed regions, such as \&vasl of Eastern Poland, require support
in this scope so that in the struggle aimed atinioig investments they will be able to match
more developed regions. The above identified probldave become the main premise for
the Programme to include in its assistance thebksitanent of a transregional network of
investor service centres, i.e. adaptation of thistiexy centres to operation in a transregion
network and establishing centres where it is necgdsr correct functioning of transregional
networks.

An important element in transregional cooperat®also working out common strategies and
analyses related to execution of hitherto develogmeeasures which comprise the area of a
few regions, taking into account various spheresamfial and economic life, of importance
with view to further development of those areasafiing of such documents will require
many consultation meetings, seminars or confereraxas so under this Priority assistance
will be assigned also to this form of cooperation.

One of the forms of such cooperation and estabkstinof economic ties are cluster
initiatives. A considerable cluster potential exist Eastern Poland. A few positive examples
may be pointed out, such as: “the aviation valldg dairy complex, health food complex,
wood industry, yacht production, electronic andtéEhnology complex ef€.Utilisation of
this potential is extremely important for establigha modern economy of this region. For
this reason under the Programme defined was a apsgpport instrument oriented at
development of cluster initiatives.

Furthermore, the Programme that covers 5 voivodshifi become a factor which will be
generating the development of a platform that dties measures exceeding institutional or
financial possibilities of a single voivodship.

Furthermore, a programme of economic promotion adté&n Poland will also be developed
and executed. The subject of promotion will be gnewth potential of the macroregion,

enhanced to a large extent by outcomes of progatsuted on this area with support of the
European Union. An objective of execution of the@rpotion Programme is establishing
among potential investors the image of Easternréols an area which is attractive with
view to investments.

% Source: Concept for report concerning the devabagt of cluster structures in Eastern Poland Bofus aw
Plawgo and mgr Magdalena Klimczuk — report commissd by the Managing Body of EPD OP, financed
with funds from Technical Assistance of EPD OP. &iva of the report is an analysis of consideratifuns
establishment of clusters and cluster initiativeg&astern Poland. The report will comprise idecdifion and
detailed identification of cluster structures basadanalyses of voivodship self-governments, assests of
concentration of entities and studies of consciousidertaken cluster initiatives. Results of thporg will
serve to direct in a proper way assistance rel@tetbvelopment of cluster initiatives in Easterdalfd under
EPD OP.
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1.4. Description of the priority axis

Measures undertaken under priority axis | are aiategstablishing of favourable investment
conditions, creation of innovations and their dsffan, effective transfer of new innovative
technologies, as well as cooperation between higedmools, research institutes, and
enterprises.

Under priority axis | assistance will be grantedotojects which, by establishing conditions
for the development of regional knowledge basedesty, will help enhance economic and
investment attractiveness of voivodships of Easteotand. Projects will be implemented
which will be related to improving the educatioimdtastructure necessary for education on a
higher level. This should comprise study areastedldo natural sciences, mathematics or
technology, as well as others of key importancesturial and economic development of the
region, resulting from regional innovativeness tegg and the development strategy of
voivodships. Assistance is granted first of all vemsities from Eastern Poland with the
highest research standard and potential (univessitechnical universities, etc.) on the area of
five voivodship towns and in other centres of impoce for development of the region, i.e.
inter alia in Che m, Przemly Stalowa Wola, Krosno, oma, Szczytno, ElbQ.

Owing to the existing difficulties in obtaining aincing for relatively small investment
projects and development of companies in the stdigeeed and start-up, intervention is
anticipated using public means which will be adsgees at financial institutions with
designation for development cfeed capitalfunds As regards support for financial
engineering instruments the JEREMIE Initiative vi#é appliedUnder the axis support will
comprise projects aimed at establishing and inargaseed capital funds. Ultimately, funds
coming from the Programme, in the form of investteenade by the funds, will form capital
for the development of companies from the SME gsetnitially plans assume support from
the European Regional Development Fund for instnimef financial engineering amounting
to euro 5m. Under the Programme there is a poigibil extending the form and scope of
financial engineering instruments at a later tefimking this into consideration a potential
contribution from international financial institatis is under consideration, including also the
European Investment Fund and the European InvestBank. The European Investment
Fund will prepare an accurate review of potent&hdnd in five regions and a proposal for
the action plan aimed at development of optimunerofff financial services, which could be
covered by the Programme. On this basis the Magaguthority will take a decision with
respect to financial engineering instruments utldeProgramme before the end of 2008.

The planned instruments constitute a non-granstassie form for SMEs. In the event of
assistance assigned by funds to the entreprenasssstance will be granted pursuant to
public aid procedures.

In addition execution will also comprise infrastrw@l projects related to establishment and
development of industrial parks, technological paikcubators (mainly technological ones),
excellence centres, technology transfer centregvation centres etc.. Support will cover
research institutions, enterprises, territorial f-gevernment units, non-government
organisations with respect to infrastructure ofrgmearch and development base, by means of
furnishing with necessary infrastructure and equptn including research institutes of
universities, which conduct research and R&D wddksneeds of innovative sectors of the
economy, which are in such growth centres as miar Lublin, widnik, Rzeszow, Mielec,
Stalowa Wola, Tarnobrzeg, Bia ystok, Zambréw, CaaBia ostocka, Kielce, Podzamcze,
Suwa ki, Wigry, Elblg and Olsztyn.

Furthermore, assistance will cover measures aintealdaptation of lands for investment
operation connected with parks of technology artistry, as well as incubators, inter alia
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technology incubators, and also complex adaptatibrareas for production related to
investments, as well as the sphere of modern ssnaad production. Such support will be
addressed inter alia at centres in Puawy, Lubartéwdzyrzec Podlaski, Jas o, Krosno,
Zambrow, the Rzeszéw Poviat, Suwa ki, Go dap, KplBtarachowice, drzejéw, Olsztyn
and E k.

Furthermore, assistance will cover enterprises thatinnovative activity with respect to
establishment and equipping of the research anelalewent base.

As regards assistance granted from Structural Ftm@smajor entrepreneur, the Managing
Authority undertakes to obtain assurance from #id entrepreneur that the support to be
granted will concern new investments, and will betused for supporting investments related
to transfer of production or service operation frother member states of the European
Union.

In addition, under priority axis | undertakings @anned of a transregional range, based on
usage of the best experience, the so-called besttiges, for establishing permanent
cooperation platforms. Support will also compriseeistments aimed at establishing data
bases for cooperation offers, investment offersefoterprises common for five regions of
Eastern Poland, as well as other measures aimestadilishing cooperation systems between
such centres.

A programme of economic promotion of Eastern Polasitibe developed. The subject of
promotion will be the economic potential of East®wland, enhanced to a large extent by
outcome of projects implementation this area withport of the European Union. The aim of
implementation of the promotion programme is crepamong potential investors the image
of Eastern Poland as an area which is attractitie mspect to investments.

1.5. Principal beneficiaries under priority axis

— universities,

— territorial self-government units, as well as usi@md associations with their
participation,

— research institutions, including elementary orgatiisal units of universities,
research centres of the Polish Academy of Sciemessarch institutes,

— entrepreneurs,

— legal persons or organisational units with no Iggakonality, which do not run other
activity apart from making investments in micro,adhand medium enterprises in an
early phase of development,

— non-government organisations,

— institutions important for the regions with viewregional development, including
inter alia:

— statistical offices, spatial planning offices;

— business environment and innovation institutiorgeteies and foundations of
regional and local development, business clubsestor service centres,
chambers of economy, technology transfer centresksp of technology,
industrial parks, entrepreneurship incubators,a@hédr organisations),

— bodies of government administration.
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1.6. Territorial cohesion (relations town-ruralayre

Measures undertaken under | of the priority aMigdern economyemphasises territorial
cohesion of voivodships of Eastern Poland and rediisproportions in relations between
towns and rural areas.

Enabling potential students access to local unitvessis connected with relieving household
budgets of living costs of students, facilitatesopgy higher education to a bigger number of
potential students, and consequently contributessaioping the outflow of young people from

their place of residence (villages and small towies)najor academic centres situated far
away, mainly in Central and Southern Poland.

Focusing on development of fields of study relatedmathematics, natural sciences and
technology will allow establishment of staff resoes having a high level of specialisation
and qualifications conforming to the needs of raegidabour markets. Developing research
and scientific activity accompanying education cesitwill enhance the basis for creation of
new jobs. Stable work places, which are a guaraotderther development, constitute an
opportunity of social advancement for a bigger neambf young people, moderation of
disproportions in revenues between towns and &la@nd as a consequence reduction of
poverty prospects which seem to be rather univeirs@the macroregion at present.

In addition, owing to the specific nature of measurelated to financial engineering, such
support will affect favourably improving the teoital cohesion of Eastern Poland. In

connection with the development of communicatiarhtmlogies and Internet based services
the capital flow is practically unlimited.

1.7. Categories of intervention

2 — RTD infrastructure (including furnishing witlecessary equipment, instrumentation and
quick informatic networks which bind the researotntces) and specialised centres of
technological competencies.

3 — Technology transfer and streamlining the coaip@n network between SMESs, between
SMEs and other enterprises, universities, all kinfisnstitutions on the level of tertiary
education, regional authorities, in research it and scientific and technological poles
(scientific and technology parks, technology cengt.).

4 — Support for development of RTD, in particularSMEs (including access to services
connected with RTD in research institutes).

5 — Services related to advanced support for ernigegpand groups of enterprises.

8 — Other investments in enterprises (this categmmyprises investments which comprise
adaptation of investment areas).

75 — Infrastructure of education.

81 — Solutions aimed at improving the standardraftohg, monitoring and evaluation of
policies and programmes on a national, regionallacal level, enhancing capabilities with
respect to execution of policies and programmes.

1.8. Flexibility instrument (cross financing)

Under the priority axisModern economyno application of the flexibility instrument is
anticipated.
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2. Priority axis IlI: Infrastructure of an informati society

2.1. Main objective of the priority axis

Improving access to broadband Internet in Eastelani@

Correlations of objectives of OP Development of Eésrn Poland with the SWOT analysis

Strengths Objective of EPD OP Weaknesses
Development potential of academic Low innovativeness level 0
centres in certain fields enterprises
Considerable potential of the SME Low share of resources of econonjic
sector in Eastern Poland entities in outlays assigned for

Objective 2. Increasing access [teechnologically advanced investments
broadband Internet in Eastern Poland Weakly developed telecommunications

network
Opportunities
Development of international Maintained image of Eastern Poland |as
institutional cooperation and ties with a region of peripheral importance

foreign partners
Integration of entities from Eastern
Poland to the scientific cooperation
network

Options for R&D entities of
participating in European projects

2.2. Assumed effects of implementation of the piyaaxis

- improving the competitiveness of the broadband rh@e market by ensuring
competition on the market of wholesale data trassimn and open access to passive
infrastructure,

- increasing the level of knowledge and competenaied awareness related to the
scope of usage of the Internet and the ensuingnéalyes among inhabitants of
Eastern Poland endangered by “digital exclusion”.

2.3. Justification of the priority axis

An integral element in supporting the developmentonstituted by establishment of an
information society. The present considerationateel to social and economic development
and the development of science and technology regontinuous information exchange with
the use of more effective and quicker communicatisystems. For this purpose a necessity
arises of construction and modernisation of thecminmunications network, especially
establishment of the infrastructure of broadbartdrivet, first of all on areas of towns and
villages on the area of Eastern Poland. Experiemising from implementation of Measure
I.5. Infrastructure an information society underOIR indicate that establishment of an
infrastructure an information society has to beselp correlated with information and
educational measures, as the problem of estaldisimninformation society in Poland is not
exclusively the technology, but also lack of al@ktof effective use of the Internet. What is
more, entrepreneurs have insufficient awarenessutatiie necessity and legitimacy of
providing information about the operation of comiganin the Internet. Consequently the
creation of infrastructure of an information sogiein the area of Eastern Poland must be
accompanied also by education and information astio
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To enhance competitiveness of voivodships of EafRetand, of key importance is first of all
establishment of a transregional backbone netwarkige of the broadband Internet system.
This will assure to inhabitants, public entitieslatonomic entities from Eastern Poland the
possibility of benefiting from teleinformatic seceis and multimedia information resources
and services provided in an electronic way. Whahase, this will allow effective exchange
of data between self-governments, state admitimtrdodies, education facilities, hospitals
and other public institutions and between econanities.

Establishment of telecommunications infrastructar&astern Poland is a key consideration
so that citizens, entrepreneurs and public admatieh could benefit from possibilities
offered by an information society.

2.4. Description of the priority axis

Under Priority Il Infrastructure of an Informatio8ociety a measure called “Broadband
network in Eastern Poland” will be implemented, ethcomprises two components:

Establishment of transregional broadband networkpsing 5 regional backbone
networks in voivodships of Eastern Poland,

Training for persons endangered by “digital exauns{as supplementing measures)
up to 10 % eligible costs -€foss financing’

This measure will be executed by preparing, andsegently deployment of a complex

project, which will cover by its range regions ochdtern Poland. The project assumes the
establishment of passive teleinformatic infrastuuetto supplement the existing resources
belonging to diverse operators, and which constituttransregional network of broadband
access to the Internet, on areas of voivodshipgastern Poland endangered by digital
exclusion, in line with the principle of technologl neutrality.

The established transregional network will alloweoercial entities to establish their own
networks on areas which up to now have not beeacéite for investments. In such a way
the broadband Internet system of Eastern Polandbeilcomprised by elements of local
backbone networks (the so-callé@ckhaul or middle milg¢ which combine the national
backbone network with subscriber access systessrile.

The passive infrastructure under development wiimprise elements which are
indispensable for installations and measures rlatebroadband Internet network, such as:
telecommunication ducts, conductors, optical fibrasasts, vaults or locations of
telecommunication junctions.

The project does not favour a priori any particulrhnology. The ultimate selection of a
technological solution will be made on the basisaof analysis of costs and benefits
performed under the feasibility study of the prajec

The scope of investments will be determined forheat the poviats in 5 voivodships of
Eastern Poland individually and will depend on dadculated indicators that document the
level of lack of profitability of investments onmwonercial conditions.

The investments will be executed by entities selkeia tender procedures.

The owner of infrastructure established under tfaept will be 5 voivodships of Eastern
Poland. This network will be open for all interebtielecommunications entrepreneurs who
provide broadband services directly to end usees,imhabitants and public and economic
entities from Eastern Poland.
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The Minister of Regional Development shall be resiole for coordination of works over
drafting of the project and technical documentatiBnoject implementation and network
management will be entrusted to other entities.

2.5. Principal beneficiaries under priority axis

- territorial self-government units,

- unions and associations of territorial self-goveentrunits,
- entrepreneurs,

- non-government organisations.

2.6. Territorial cohesion (relations town-rurala@ye

Establishment of a public skeleton broadband Ietemetwork will help significantly
decrease the gap between town and rural areasmthcroregion by assuring better living
guality of the inhabitants, and also securing piddin to each household access to unlimited
resources of services and information.

The use of computers in everyday life allows balapaevelopment opportunities, which

applies especially for youth from small towns andat areas with their peers from larger
cities. It is a chance to develop hobbies, acquirel expand knowledge, including

professional knowledge, and for distance learnamgl at a later time perhaps finding a job or
telework.

Wide access to the Internet will on the one handabéactor encouraging potential
entrepreneurs to locating their investments in théroregion, and on the other hand also a
factor which will activate local economic initiaéis of the inhabitants of rural areas and small
towns. Access to the Internet on rural areas véllsimulating the process of professional
restructuring on rural areas and creation of newkwaces outside agriculture. This will
allow better access to clients and suppliers, asteintroduction of goods to the market.

2.7. Categories of intervention
10 — Telecommunication infrastructure

2.8. Flexibility instrument (cross financing)

Under the priority axidnfrastructure of information societgssumed is application of the

flexibility instrument for trainings oriented at igens endangered by digital exclusion. The
value of funds assigned for this Objective will moiceed 10% of eligible costs for complex
project implemented under the axis.
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3. Priority axis Ill: Voivodship growth centres

3.1. Main Objective of the priority axis
Development of selected metropolitan functionsarvedship cities.

Correlations of objectives of OP Development of Eésrn Poland with the SWOT analysis

Strengths Objective of EPD OP Weaknesses

Development potential of academi Insufficiently developed metropolitap

centres in some fields functions of voivodship towns

Developed selected industries of the High unemployment level among

regional economy which achieve young people

success on the domestic and fore|g@bjective 3. Development of selectederipheral position with respect to

market metropolitan functions of voivodship domestic and European economic
towns activity centres

Increased interest in the region shown Insufficient lobbying in favour o

by domestic and foreign tourists supporting changes in Eastern Polgnd

with active support of central units

3.2. Assumed effects of implementation of the fityrcaxis

- Improving the mobility of the inhabitants.
- Creating conditions for dynamic development of adesg and fair travel.

3.3. Justification of the priority axis

A key role in development of competitiveness of tbgions, and over a longer perspective in
shaping the competitiveness of the entire Polang)ayed by metropolitan areas, which are
the main centres of economic, technological antlicalldynamics. They are characterised by
a large impact range, and the development of melisgs exerts a considerable influence on
the development not only of the main city, but alsloer towns or communes within a radius
of up to 100 km. In structural strengthening ofwaalship cities in Eastern Poland (Lublin,
Bia ystok, Rzeszéw, Olsztyn and Kielce) is a candifor economic growth of entire regions,
and consequently for improvement of living condismn the area of Eastern Poland.

To allow concurrent development of the economianvginopotential and to support freedom of
movement, and also to raise the living qualityhe inhabitants of the potential metropolitan
area it is necessary to establish integrated putshosport systems, which will be
implemented as a whole or in part under the ProgramOver a longer perspective the
development and modernisation of transport infeestmre will be conducive to improving
professional and spatial mobility of the inhabisardand consequently better access to the
labour market and education.

Apart from assuring efficient communication for tevelopment of voivodship cities it is
also indispensable to provide support for develogmef other metropolitan functions,
especially by organising on the area of those towfhgxhibitions, congresses, fairs and
conference facilities. Apart from expenditures aested with participation in exhibition
events or conferences, the exhibitors and theovssigenerate revenue to such entities as
hotels, restaurants, and transport means. Studoes that almost a half of amounts spent by
exhibitors remains in the ‘fair organising town’daits surroundings, which as a consequence
has a beneficial impact on limiting unemploymemgvgh of investments, and subsequently
in considerable contribution to the region’s budget
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In addition modern multifunctional exhibition, cargs, fair and conference centres will act
as stimulators for development of industry, ascéofathat allows the development in the level
of specialist knowledge, and are a stimulus thateases the activity related to export,
especially in less developed regions. The centresglace for exchange of information on
products, markets, competition and are a sourcecohomic knowledge, which enables
streamlining programming of long-term economic gitewThey also constitute a widely

understood centre of economic and commercial congatian.

3.4. Description of the priority axis

Taking into account the fact that execution of stweents related to integrated systems of
municipal transport contributes directly to impnayithe living quality, improves the image
of the region and helps improve development pdgseisi of the town, under priority axis Ill
resources will be made available for implementatbrselected investments with respect to
municipal public transport systems and infrastreetf congress and fair tourism.

Under this axis support will be allocated to prtgethat arise from complex development
strategy of a clean municipal public transport aeptial metropolitan areas in Eastern
Poland, which comprise voivodship cities with zooéslirect social and economic impact of
hose towns, delimited by each of the regions. Peefe will be given to projects which
combine diverse forms of transport (e.g. tramwagllegybus, busses, railways) aimed at
streamlining public transport in towns and facilitg access from suburban areas or from
neighbouring communes to the town centre. Underdkis support aimed at development of
public transport systems will cover five voivodshiiies, i.e. Bia ystok, Kielce, Lublin,
Olsztyn and Rzeszéw. A condition for obtaining suppis that an integrated plan of
municipal public transport be drafted in conformitith the feasibility study and directions
for spatial development. Support for railway infrasture used in municipal public transport
will conform to the national strategy for railwagnsport’

Furthermore, projects will be implemented relatedcbnstruction and modernisation of

infrastructure which allows organising of congresseonferences, exhibitions and fairs of

transregional and international importance, which abjects that accompany business, as
well as using to stimulate innovations and spifiteatrepreneurship in small and medium

enterprises. Owing to the limited value of fundi& Programme covers by support only those
enterprises which have a direct impact on the adgweént of entrepreneurship, mainly of

innovative nature, and promoting the region asaaghttractive for the economy.

Investments related to fair, exhibition, congress conference infrastructure will be
undertaken inter alia in Kielce, Lublin, Olsztyrgriflomierz and widnik. Legitimacy of the
implementation of the above mentioned investmerliso@ reviewed pursuant to an analysis
of costs and profits, including an in-depth maréealysis, which is an integral part of the
project feasibility study. Furthermore, investmetisnplementary to each other with view to
profile or market needs will be also executed.

All measures under priority axis will be conducieethe growth of economic activity in the
regions and their attractiveness for investorsinass tourists, as well as for the inhabitants.

3.5. Main beneficiaries under priority axis

- the commune, including a commune that executes tafsthe poviat,

27 Conformity will be reviewed in relation to the &tegy for Railway Transport until 2009 and sulbsex
national strategic documents for this sector .

9C



- unions and associations of territorial self-goveentrunits,

- entities that provide public services on the omfethe commune / independent city /
association of communes — in which shares or starksheld by the commune,
independent city, association of communes or tlaeSEreasury - on the basis of a
valid agreement related to providing services eelab public transport, or entities
selected via a tender to provide services relategublic transport on the order of
territorial self-government units,

- other commercial law companies, in which sharestocks are held by a territorial
self-government unit or the State Treasury,

- non-government organisations.

3.6. Territorial cohesion (relations town — rureda)

Implementation of projects under the axis “Voivogsiyrowth centres” will be clearly
conducive to raising the territorial cohesion lewelthe macroregion. Establishment of a
harmonised municipal public transport system alaity the accompanying infrastructure in
voivodship towns will assure the expected flexipilin transport of potential passengers.
Traveller friendly municipal transport system wablutions that take into consideration needs
of persons with disabilities will improve the trgost accessibility of the town in urban and
suburban links. Easier travelling will in turn fhigte the accessibility of the existing
educational infrastructure, labour market, sercemplexes and banks. It will also encourage
the inhabitants and visitors to arrive at the orggah fairs, exhibitions or conferences that
promote regional agricultural production and emeepurs.

3.7. Categories of intervention

25 — Municipal transport.

28 — Intelligent transport systems.

52 — Promoting clean municipal transport.

57 — Other support for enhancing tourist services.

3.8. Flexibility instrument (cross financing)

Under the priority axisVoivodships growth centrethe application of the flexibility
instruments not anticipated.
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4. Priority axis 1V: Transport infrastructure

4.1. Main objective of the priority axis
Improving the accessibility and quality of trandporks in Eastern Europe voivodships.

Correlations of objectives of OP Development of Eésrn Poland with the SWOT analysis

Strengths Objective of EPD OP Weaknesses
Considerable number of available post- Peripheral position with respect {o
industrial lands and facilities to be domestic and European economic
adapted for needs of investments activity centres
Objective 4. Improving the Limited transport accessibility on [a

accessibility and quality of transportregional scale and in the exterrjal
links in Eastern Europe voivodships | system and poor technical condition |of
the road network

Border situation that allows Hindrances in economic contacts with
establishment of transborder economic countries from outside the EU (Russ|a,
cooperation Ukraine, Belarus)

Maintained image of Eastern Poland |as
a region of peripheral importance

4.2. Assumed effects of implementation of the |iyaaxis

- Improved access to the national and internatiogaakport system.

4.3. Justification of the priority axis

As an effect of Poland’s accession to the Europgaion, borders of voivodships situated
along the eastern border of Poland have also bedbenexternal border of the EU. As a
result on the area covered by the Programme intéorean ever clearer trend has occurred
of increasing transport openness. UnfortunatelyttasPoland regions are still characterised
by an unsatisfactory level of road infrastructuks a consequence of significant
underinvestment this area lacks high standard paahdinks with the remaining part of
Poland and inside particular regions. Regions aftéta Poland are still characterised by an
insufficient number of bridge crossings, or instifint bearing capacity of the existing
bridges, especially over the Vistula River, and tbis reason river bank lines lead to
increased development disproportions between Ea$tetand and the remaining parts of
Poland. In addition transit traffic runs in manysesa through the town centres where, owing
to its intensity, exhaust gas emissions and neigel| it causes a threat for life and health of
the inhabitants. Overlapping of transit traffic andnicipal traffic leads to disorganisation of
local and regional traffic, and consequently aldsodjanises and disrupts life of the
inhabitants, and moreover impedes running econaxtivity to many entrepreneurs.

Taking into account the fact that the state ofrieed network determines internal cohesion
and investment attractiveness of voivodships, amgravement of transport accessibility may
constitute one of the most important factors imgsgrowth potential in the regions, the
Programme covered by support actions related testogtion and modernisation of key
sections of voivodship roads and by-passes alotigna roads on the area of Eastern Poland
(limiting the scope of support for national roadses from the fact that to a large extent
those roads receive support from OP Infrastruciuré Environment as those assigned for
international traffic).

The possibility of quicker, safer and more effeetioad transport, with minimised adverse
impact on the environment, will contribute to impement of the quality of transport services
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and mobility of persons and increasing transvoitgusand international cooperation. An
appropriately functioning infrastructure, which miains spatial order, will be conducive to
social and economic growth of Eastern Poland ancetlucing disparities in the level of
living quality of inhabitants in the region.

Implementation of projects under priority axis IMlivbe conducive to establishing quicker
and safer links between central areas and the namgaareas in regions of Eastern Poland and
will facilitate access to main international traogpcorridors of the TEN-T Transeuropean
Transport Network. A measurable outcome of the émm@ntation of such projects is
stimulation of economic growth in voivodships ofsian Poland and counteracting lags of a
civilisation nature by shortening the travellingnd and improving the level of traffic
smoothness and safety. Implementation of tasksitedeon extending transport accessibility
will be conducive to the development of competitiess and stimulation of entrepreneurship.

4.4. Description of the priority axis

The provision of the priority axis IV is overcomitiginsport peripheral nature in voivodships
of Eastern Poland.

Under this axis support will be granted to projeetaited to construction or modernisation of
sections of national and voivodship roads in EasRaiand, which will improve access to the
national road network within the TEN-T, and furtimere streamline transport links between
voivodships, urban centres and other areas imgofteneconomic growth of the regions,

facilitating inter alia access to investment aréastist attractions, border crossings.

Support will cover groups of projects in meaning/Aaticle 2 of Council Regulation No.
1083/2006 (EC) from 11 July 2006, situated alorgdeoor in an interchange of roads in an
urban agglomeration along with sections allowimkdi that bring traffic to those routes or
interchanges. The subject of particular projecty e construction or modernisation of road
routes, by-pass roads, bridges, tunnels, overlsjdoeerpasses, as well as interchanges and
junctions along those roadand in relation to national roads only constructa@nby-pass
roads of towns will gain support. The adopted sotutallows the possibility of staging of
investments and selecting for modernisation on& mhost necessary elements of transport
routes.

Combining projects into groups is aimed at imprgvihe outcome (utilisational effect) with
respect to the objective, and namely improvemenaafessibility to main road routes. A
group of projects should be defined with the ussighificant synergic impact on the entire
road route or agglomeration junction. Such evatimashould be executed taking into account
the impact of operations foreseen under OP Infresire and Environment.

To achieve maximum results and coordination of gaek particular beneficiaries road
investments which are to be executed will be cdroiet on roads of particular importance for
the area of Eastern Poland. The general objectiveuoh measures will be to improve
accessibility to the region by adapting nationad &oivodship roads to the task of ensuring
efficient and safe linking of the region with imetional, national and regional transport
system by building town by-passes along those soai®l access roads and modernisation of
selected sections, which constitute bottleneckhiénsystem, as well as — by construction of
two bridges on the Vistula River — overcoming bensiof spatial accessibility caused by
excessive distance of bridge crossings on the alepart of the Vistula River. Exclusively
road projects oriented at implementation of théofeing tasks will be qualified to EPD OP:
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modernisation of selected elements of the roadesyghational roads Nos. 77 and
42), running from the border crossing from the Ulk@an Medyka to the link with the

planned Al motorway (Radomsko, Piotrkbw TrybundlskePD OP assumes
construction of by-passes in towns situated in #xé&s of this road route and
modernisation of directly adjacent sections of wdiship roads;

modernisation of selected elements of the roackesygtoivodship roads Nos. 875,
985, 983, 764 and 765), linking the planned motgrAd (Rzeszow) with the planned
expressway S7 (drzejéw); EPD OP assumes construction of a bridger ahe
Vistula River along with construction and rehahiibon of sections of voivodship
roads and construction of by-pass roads for towtnated along the axis of this road
system;

modernisation of selected elements of national idad 74 on the section from the
border crossing from Ukraine in Zosin to the linkhwthe planned expressway S19
(Janow Lubelski); EPD OP assumes construction gbdss roads of towns situated
along that road, and also the neighbouring sectibrsivodship roads;

modernisation of selected elements of voivodshadrdo. 747, linking the planned
expressway S17 (Lublin) with international road NE®71 (I a); EPD OP assumes
modernisation of the above mentioned voivodshipdrabbong with construction of
bridge over the Vistula River ;

rehabilitation of the Lublin road interchange thiaks the planned expressways Nos.
S12, S17, S19 and national road No. 82; EPD OPnassiconstruction of new
sections of municipal roads that link the centreLoblin with the planned by-pass
road, which is to be an element of the above meatieexpressways;

modernisation of selected elements of national rbad 61, on the section from
om a to Augustéw, which plays a supplementary functiorelation to the planned
expressway S8; EPD OP assumes construction of $g/4mads situated along that
road,;

rehabilitation of the bia ostocki road interchanig&ing the planned expressway No.
S8, S19 and national road No. 65; EPD OP assumdsmmisation and construction of
new sections of the northern and eastern by-pafdiaoystok along national roads
Nos. 8, 19 and 65, with exit to border crossingrfrBelarus in Kunica Bia ostocka
and Bobrowniki;

modernisation of selected elements of the roacsyg¢hational roads Nos. 15, 16 and
65), running from the border crossing from RussiaGio dap to the link with the
planned Al motorway (Tory); EPD OP assumes construction of by-pass roads
situated in the axis of this road route.

Adoption of particular projects for implementatiasil depend on fulfilling criteria approved
by the Monitoring Committee and on approval of pobjfor co-financing by the Managing
Authority. The main criterion for selection of tigport related projects will be allowing
/improving access to the existing / planned Eurapaad national road networks. Selected
projects should be characterised by effects syaaevgh ongoing/planned investments on the
one hand under the Operational Programme Infrasii@and Environment, and on the other
hand with regional investments.
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= = == Motorways
= Expressways

Road routes along which
road investments would be executed
under OF DEP 2007-2013

4.5. Principal beneficiaries under priority axis

- territorial self-government units,
- unions and associations of territorial self-goveents units,
- General Directorate of National Roads and Motorways

4.6. Territorial cohesion (relations town-rural a@re

Implementation of projects related to improving essibility and quality of transport links in
voivodships of Eastern Poland will stabilise temi&l cohesion of the analysed macroregion.
Development, and facilitation of road links in tasvand links between towns and rural areas
will help improve mobility of the inhabitants of mal areas, and will also help seek
employment outside agriculture; what is more, yowih find it easier to attend regional
universities. Transport related projects will hetpprove acceptance of rural areas as a place
of residence.

4.7. Categories of intervention

22 — National roads.

23 — Regional, local roads.

4.8. Flexibility instrument (cross financing)

Under the priority axigransport infrastructurghe application of the flexibility instrumerd
not anticipated.
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5. Priority axis V: Balanced development of tougstential based on natural conditions
5.1. Main objective of the priority axis

Increasing the role of balanced tourism in the eoun growth of the macroregion

Correlations of objectives of OP Development of Eésrn Poland with the SWOT analysis

Strengths Objective of EPD OP Weaknesses
Developed selected sectors of the Ineffective structure of the econom
industry in the region which are characterised inter alia by a high
successful on the domestic apd employment level in agriculture

international market
Clean natural environment and unigu®bjective 5. Increasing the role of Low awareness level concerning
natural  values that determinebalanced tourism in the economic possibilities of using natural values fp
significant tourist attractiveness of thegrowth of the macroregion the development of tourism

area Peripheral position with respect
domestic and European economic
activity centres

=

o

Opportunities
Increased interest in the region shown Possibility of endangering areas with
by domestic and foreign tourists high natural values as a consequence of

Development of tourism, includin uncoordinated tourism
specialised tourism, for tourist
interested in high natural values of the

region

n <«

5.2. Assumed effects of implementation of the itycaxis:

- development of a joint tourist offer for Easternldhal, which comprises promotion of
sustainable forms of tourism, including such forimest will help reduce the need of using
private cars.

- increase of interest in biking tourism on the asERastern Poland.

5.3. Justification of the priority axis

Tourist values of voivodships covered by the progree are their undeniable assets in further
development of the region, and so taking into atersition both the diagnosis and the
performed SWOT analysis, it is indispensable to mase by the operational programme
elements connected with the development of tourigme. tourist sector is currently playing a
significant role and is expected to keep developirte future, and become one of the pillars
of regional economies. Development of a commonisowffer which comprises diverse
forms of recreation available in voivodships of €as Poland will open the possibility of
activating local entrepreneurs providing servicethe tourist sector.

Implementation of a complex measure aimed at gpttint tourist bicycle routes will
contribute to protecting naturally valuable plaegainst uncoordinated tourist traffic. Setting
out of routes will be executed in extensive coraidh with ecological milieus and
representatives of local societies to enable iatémr of existing and planned routes to a
single system. The supported measures will prouiggortant support for improvement of
accessibility of touristically attractive placestiwconcurrent assuring of safe access.

Bicycle routes set out through areas of specialeslith respect to nature and culture in the
macroregion open a possibility for developing spksed tourism. This will provide a
stimulating factor for adaptation and developmeft tloe local tourist base and for
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professional restructuring on rural areas. Inhalsteof towns in Eastern Poland gain a
possibility of taking part in active and attractigzreation within borders of the macroregion.

Establishment of a safe infrastructure for bicyteddfic is an element of sustainable transport
development and is expected to generate an impoisthe development and promotion of
bicycle tourism. All the supported measures willdmeducive to social activation of persons
who spend their free time in an active way.

5.4. Description of the priority axis

Voivodships of Eastern Poland have tourist and reatalues which are unique on the

European scale; they comprise such natural vaasefrests, lakes, mountains, clean natural
environment, anthropogenic values, such as arc¢hiscmonuments (castles, palaces) and
also culture related, archaeological stands antbrigal places. Apart from considerable

biodiversity, an asset of Eastern Poland is thesidemable cultural richness and diversity of
nationalities.

Under priority axis a measure will be executed,clihtomprises a complex project with two
components:

— feasibility study of tourist attractiveness in Eanst Poland, including an analysis of
tourist segments and categories of tourists whg al&ey role in regional economies
of the macroregion;

— promotion of Eastern Poland as a place for acteesation and an attractive place for
work and residence.

Under priority axis a complex project will be exes, which will be oriented at establishing
a basic infrastructure connected with handling dlieytraffic. The project, which is to
comprise 5 voivodships of Eastern Poland, will casgtwo components:

— construction and marking bicycle routes with pagedface (mainly on the area of
towns) to allow safe and efficient travelling owae town and connect places of key
importance from the viewpoint of biking traffic {(may stations, bus stations, parking
lots, tourist attractions), and which in additionllwenable leading out smoothly
bicycle traffic outside the municipal area;

— setting out and marking bicycle routes on the sodmrarea where, owing to the
natural environment considerations, laying of bituons or concrete pavement is not
recommended.

Additionally, financing will comprise measures tt@mprise construction and assembly of
elementary ancillary infrastructure, i.e. bicyclargls, stop shelters, storage points, landscape
viewing shelters etc. and other facilities usedifioprovement of bicycle traffic, safety in
towns and protection of the natural environmenirejantensified tourist traffic.

The Managing Authority shall be responsible for elepment of project concepts.
Implementation of tasks will be entrusted to otaatities, which will be selected through a
tender competition, or in another form, pursuarthact on public procurement.

5.5. Principal beneficiaries under priority axis

— territorial self-government units and unions andoagtions of territorial self-
governments units,
— non-government organisations,

97



— institutions and organisations important for thgiosas with view to development of
tourism,
— government administration bodies.

5.6. Territorial cohesion (relations town-rurala@ye

Development of infrastructure for tourist activiyd working out a feasibility study for the
development of tourist potential will enable hagtigrthe growth rate of rural areas, on which
lie the majority of naturally attractive places. Adarget execution of measures under EPD
OP will become an impulse for the development aghpanies that operate in the sector of
tourist services, which will enable improving theilg quality of inhabitants living on rural
areas. Concurrently granting access to naturaliresse will be associated with protection of
such natural resources in line with the princidlswstainable development.

Execution of measures related to tourism underPtogramme will be an impulse for the
development of local initiatives and for compariiest operate in the sector of tourist services
in the macroregion (mainly those provided in clatien with places attractive with respect
to nature, situated outside urban areas) especaghtourism and ecotourism. This is
connected with establishment of services and strest that allow new possibilities of
employing local population outside agriculture, avitdch will in additional help improve the
living quality of the inhabitants on rural areaowever, allowing access to natural values
will remain consistent with the sustainable develept principle.

5.7. Categories of intervention

24 — Bicycle routes.

57 — Other support oriented at enhancing touristices.
5.8. Flexibility instrument (cross financing)

Under the priority axisSustainable development of tourist potential based natural
conditionsapplication of the flexibility instruments is ndgpned.
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6 . Priority axis VI: Technical Assistance

6.1. Main objective of the priority axis

Optimisation of the implementation process of theeftional Programme Development of
Eastern Poland.

6.2. Assumed effects of implementation of the piyaaxis

- optimising the management and delivery system afsmees under the Programme,

- improving the administrative potential of institutis involved in implementation of
the Programme,

- propagation of knowledge concerning assistance fresources of the European
Union voivodships of Eastern Poland, as well asrddtion of works on drafting of
programme documents for the subsequent programpangd on the society.

6.3. Justification of the priority axis

Of key importance for effective utilisation of fundinder the Programme, which should also
be consistent with Community law and policies, e teffectiveness of institutions that

participate in the Programme implementation. Thisotiveness depends on the availability
of the necessary human and technical resources. ifitplies first of all the necessity of

ensuring an appropriate number of well qualifiedolapees responsible for the execution of
tasks on all stages of management and implementatiothe Programme. It becomes

necessary to guarantee an adequate system for emmeagand motivating the employees,
which will help decrease staff rotation, and consedly better work effectiveness.

Furthermore, furnishing institutions responsible fmplementation of the Programme with

appropriate equipment, materials and services sapgsfor correct execution of tasks

entrusted to them is also an important element.

Another element which is important for assuringefive execution of the Programme on the
area of Eastern Poland will be involvement of fumgxessary to achieve conformity to
requirements concerning monitoring and evaluatibthe Programme and improvement in
functioning public procurement procedures.

Owing to the fact that the Programme requires pegfwa of complex projects; it is also

necessary to grant support to Beneficiaries to nmke that they prepare and implement
projects in an appropriate way; this is done by mseaf trainings and indispensable
counselling. Efficient preparation of projects bgrigficiaries and their appropriate execution
will contribute to effective implementation of tReogramme.

Additionally effective execution of the Programmaelwequire undertaking promotional and
information measures related to the granted assistalnformation measures are also an
important element of monitoring and evaluationref Programme.

6.4. Description of the priority axis

Under priority axis VI anticipated is the possityiliof execution of projects related in
particular to:

- covering costs of employment of persons necessaajldw effective implementation
of the Programme,
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- advancement of qualifications of personnel involvied implementation of the
Programme,

- purchase and installation of computer, audiovisieédinformatic equipment and other
office equipment by units involved in executiontieé Programme,

- rent of facilities (inter alia office space, arobs), overhaul of facilities and furnishing
of the work place designated for the Managing Atthiaand remaining institutions
that participate in implementation of the Programme

- covering operation costs of equipment and fittiragg] purchase of necessary licences
and informatic software, as well as acquisitionad¢informatic services for the needs
of effective implementation of the Programme,

- archivising documents, both in electronic formad as hard copies, as well as costs of
their submission to the European Commission,

- acquiring external services indispensable for it implementation of the
Programme,

- supporting the process of evaluation and selectigmmojects,

- organisation and services for the Monitoring Contmeit and possibly also for
subcommittees, as well as data reviews for needsooitoring and implementation of
the Programme,

- supporting the monitoring system,

- supporting the control system,

- supporting the evaluation system,

- drafting expert opinions, reviews, studies, repoasd concepts for needs of the
process of execution and evaluation of Programnpéeimentation,

- experimentations,

- supporting measures connected with public procun¢im®cedures,

- organisation of meetings of committees, groupstaachs involved in implementation
of the Programme,

- purchase of long-term complex advisory services,

- advisory assistance to beneficiaries in drafting iamplementation of projects,

- financing programming costs of future structura¢mentions,

- assuring participation in a harmonised computeritogng system,

- execution of the Communication Plan and of infoioraaind promotion measures.

6.5. Principal beneficiaries under priority axis

— the Managing Authority,
- the Intermediate Body,
- other institutions, selected for execution of thegPamme.

6.6. Complementariness and demarcation of theiBriaith projects co-financed under the
Operational Programme Technical Assistance 2003-201

Support under technical assistance of the Progranaiile be complementary to the
Operational Programme Technical Assistance forydees 2007-2013, taking into account a
division of competencies arising from the demaoratiine, which has been described in
detail under OP TA 2007-2013.

Funds of technical assistance under EPD OP wiluged to finance measures aimed at
supporting institutions involved in implementatiohthe Programme to assure efficient and
effective process of managing and implementatiorthef Programme, excluding costs of
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remuneration in government administration units ahfulfil functions of the Managing
Authority under EPD OP and expenditures concernémg and overhaul of premises for the
Managing Authority, which will be financed under @R 2007-2013.

6.7. Categories of intervention

85 — Preparation, implementation, monitoring and tolling.

86 — Evaluation, studies/ expert opinions, infolioraand communication.
6.8. Flexibility instrument (cross financing)

The priority axisTechnical Assistancdoes not anticipate the application of the fldkipi
instrument.
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VII. COMPLEMENTARINESS WITH MEASURES FINANCED FROMAFRD AND EFF

To assure maximum effectiveness in the use of funtter the EU cohesion policy, the
Common Agricultural Policy and the Common FisheRedicy, complementary support will
be granted under all instruments of the above et policies, and also clear coordination
mechanisms and principles will be defined to prédeuble financing.

Elimination of any overlapping of interventions @mgarticular operational programmes co-
financed from structural funds requires that theh€xon Fund, EAFRD and EFF, the
Managing Authority shall conform to provisions ofiet “Demarcation Line between

Operational Programmes of the Cohesion Policy,Ghexmon Agricultural Policy and the

Common Fisheries Policy” — document approved byGberdination Committee of NSRF.

To guarantee that the demarcation between the groges on the stage of their execution is
respected, the following coordination tools shallgrovided:

1. Coordination Committee of NSRF (which is also tonguise representatives of the
Managing Authority of the Rural Development Progmaen and the Managing
Authority of the Operational Programme of the Simstble Development of the
Fisheries Sector and Coastal Fishing Areas);

the Monitoring Committee of OP Development of Easfeoland,;

the Monitoring Committee of OP Infrastructure am/iEonment;

the Monitoring Committee of OP Innovative Economy;

the Monitoring Committee of OP Technical Assistgnce

Monitoring Committees of ROPs;

the Monitoring Committee of OP Human Capital,

Cross-checking of projects;

the Coordination Committee of NSRF will appoint a@riing group, which will
comprise representatives of all authorities thahage programmes financed from
funds of ERDF, ECF, EAFRD and EFF. The task of thicgking group will be to
develop proposals for mechanisms of cross-chedkinmvestments supported under
particular programmes (e.g. appropriate questionggplications for co-financing,
controlling sample projects, common access to dates). Objective of the above
specified measures will be to avoid double finagadh projects and guaranteeing that
the set up demarcation line is being respected.

9. Declarations of beneficiaries.

N A LN

As an additional support instrument for the arediva voivodships of Eastern Poland, the

Operational Programme Development of Eastern Pala=loriented in the first place at the

development of transport infrastructure, infrastnoe that supports metropolitan functions

and infrastructure oriented at development of kealge based economy. Measures of this
Programme do not constitute support under interwestof EAFRD or EFF, however, a part

of investments executed under EPD OP will affecaidirect way rural areas, as well as
activity of producers and entities that processcajural and fish products.
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This type of impact could be identified in the evehexecution of the following projects:

— road projects, which to a large extent will be exed on the area of rural communes
and will be conducive to improving transport links;

— projects related to bicycle routes, which will atls® primarily executed on rural areas.
Execution of such measures will allow the developmef agritourism and
microenterprises that provide services for handingist traffic;

— projects related to information society infrastuuet i.e. connections with the
broadband Internet network in each commune in Bafleland and training projects
for persons threatened by digital exclusion, whmedirst of all from rural areas;

— projects related to establishment and modernisatfanfrastructure for universities,
which will be conducive to increasing the numbestfdents and education standard.
It should be emphasised that this support will bdrassed mainly at universities
specialised in technical, mathematical or natwierge study areas, and hence also
universities specialised in agriculture or techgglavith application in agriculture and
fishing;

— projects related to establishment and modernisatiomdustrial parks, technology
parks, research laboratories etc., under whicharekeenterprises / institutes will
execute research works also related to agriculam@ fishing or carry out quality
certification of agricultural produce or other sadas for production and processing of
agricultural products;

— research and analytical projects related to devedop of the Eastern Poland area (in
different sectors), cooperation projects for eniegs, including institution of
clustering, also producers operating in the aguical or fishing sector.

As regards the Operational Programme Developmei@agstern Poland for the years 2007-
2013, to facilitate selection of appropriate assise programme to potential applicants, a
chapter called “Complementariness of particulaonisy axes of EPD OP in relation to other
operational programmes for the years 2007-2013” wesvided as attachment to the
document; it presents in a general way feasiblgatipunder other programmes financed
from the EU means.
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VIIl. FINANCIAL PLAN

For implementation of the Operational Programme db@pment of Eastern Poland for the
years 2007-2013 the input of Euro 2 675.05m willkalp@ropriated, including inter alia: from
funds of the European Union (European Regional Dgweent Fund (ERDF) — Euro
2 273.79m, from public national means — Euro 40h.26

The level of co-financing from Community funds megme up to 85% of all public means.
The co-financing value from ERDF was calculatedeiation to the share of public means.

Public national means will comprise amounts from 8tate Budget (ca. 51% of the value of
national public means) and amounts from budgettewitorial self-government units (ca.
49% of total value of national public means).

Besides public means execution of OP DevelopmenEastern Poland will also involve
private means — assistance addressed at enterpiiibd®e subject to principles for public
assistance.

Under overall allocation of the European Regional&opment Fund per Programme:

- Euro 992.19m (120 Euro per inhabitant, for the ge2007-2013) were allocated by
the Council of Europe as support for the regionbdlskie, podkarpackie, podlaskie,
wi tokrzyskie and warmsko - mazurskie) which occupy the last five posisiin the
EU -25 and have the lowest GDP per capita,

- Euro 1281.6m are additional funds assigned bygtheernment of the Republic of
Poland.

Within the structure of particular priority axesedsto implement the OP Development of
Eastern Poland, ERDF means (Euro 1 281.6m and #@2dl9m) have been assigned in a
proportional way (hence there will be no separabaitoring of this special allocation); in an
overall way these are as follows:

— Priority axis | Modern economy — 34.74 % of allaoas.

— Priority axis Il Infrastructure for an informati@ociety — 11.22 % of of allocations.
— Priority axis Ill Voivodship growth centres — 19.9d of of allocations.

— Priority axis IV Transport infrastructure — 29.04d¥%o0f allocations.

— Priority axis V Sustainable development of tourftential based on natural
conditions - 2.09 % of of allocations.

— Priority axis VI Technical Assistance — 3 % of@fllallocations.
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Table 1. Financial estimate for EPD OP in a dividy years (in euro)

Cohesion Fund

European Regional
Development Fund

1

2007 318 755 883 318 755 883
2008 326 220 157 326 220 1%7
2009 333635 281 333635 281
2010 329 282 913 329 282913
2011 323 134 181 323134181
2012 317 181 5671 317 181 567
2013 325 583 764 325583 768
2007-2013 2273793 750 2273793750

The table contains amounts in current prices

The distribution of financial resources over thangehad been made based on distribution of
obligations for ERDF funds and special fund foegions of the EU.

Total EU
funds
contribut
ion
indicator

National contribution

Community
contribution
Private
contribut
ion

National
public
contributio
n
3

Total
of

6=1/5

Loans

For information

purposes
Other

EIB | financing

Priority axis | 789 957 284 139404 227 139404 7 929 361 511 .
Priority axis |l 255 119 659 45021 117 45021 117 300 140 776 0.85
Priority axis 452 621 636 79 874 40y 79 874 407 532 496 P43 0.85
Il

Priority axis 660381359 11653788 116537 887 776 919246 85 .
\Y

Priority axis V 47500 00Q 8 382 353 8 382 3p3 883 353 0.85
Priority axis 68 213 812 12 037 732 12 037 782 80 251 %44 .85
\

Total 2273793750 401257728 401 257 723 2855473 0.85

The table contains amounts in current prices

Table 3. Indicative division by categories of thenmed use of ERDF contribution in EPD

OP (in Euro).
Form of financing Territory
Code Amount Code Amount
01 2 268 793 75(Q 1 1597 457 718
03 5 000 000 5 568 104 623
Total 2273793 75(Q 0 108 231 409
Total 2273793 750
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Priority issues
Code Amount

2 RTD infrastructure (including providing equipmefitiings and 183 418 358
quick informatic networks that connect researchresih and
specialist centres of technological competencies

3 Technology transfer and streamlining cooperatidwaeks 10 005 866
between SMEs, between SMEs and other enterprises,
universities, all kinds of institutions on the Iéwé post-
secondary education, regional authorities, resezgotres and
scientific and technological poles (scientific @aadhnological
parks, technology centres etc.)

4 Support for development of RTD, especially SMEl{iding 81519 270
access to services connected with RTD in reseasthuitions)
5 Services in advanced support for enterprises amapgrof 30014 664
enterprises
8 Other investments in enterprises 142 658 723
10 Telecommunications infrastructure 255 119 659
22 National roads 362 866 838
23 Regional roads, local roads 297 514 521
24 Bicycle routes 42 500 500
25 Municipal transport 71956 702
28 Intelligent transport systems 107 935 053
52 Promoting clean municipal transport 179 891 754
57 Other support aimed at improving tourist service 97 838 127
75 Infrastructure of education 337 337 470
81 Solutions aimed at enhancing the quality of arapon, 5002 933

monitoring, evaluation of policies and programmetha
national, regional and local levels, improving daifiies related
to implementation of policies and programmes

85 Preparation, implementation, monitoring and ant 51 842 497
86 Evaluation, studies/expert opinions, informatoml 16 371 315
communications
Total 2273793 750
Total expenditures specified in Article 9 par. 3w Council 990 563 347
Regulation (EC) No. 1083/2006 43.56%

Tables contain amounts in current prices

When analysing values of funds allocated for exeoudf Lisbon objectives (categories: 2, 3,
4,5, 8, 10, 28, 53 it is also necessary to take into consideratidnesof funds allocated for
implementation of investments ascribed to categasiber than Lisbon ones, which de facto
will contribute to execution of Lisbon objectivesg.:

- infrastructure of universities specialised in tachhor mathematical and natural science
fields of study (classification to category not résed to the Lisbon category, i.e. 75) —
euro 337.34m from ERDF (14.83% of the Programmaejal

- infrastructure of congress and fair travel orienbedsupporting investments in favour of
developing entrepreneurship, technology transfstaldishing economic and scientific
cooperation, access to results of research stediegexcluding the social base) - euro
92.84m from ERDF (4.08% of the Programme value).

%8 Expenditures specified in Article 9 par. 3 of CoiliRegulation (EC) No. 1083/2006.
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IX. EXECUTORY RULES FOR THE OPERATIONAL PROGRAMMES

1. General remarks

Management and implementation of the Operationagmme Development of Eastern
Poland is regulated by Council Regulation (EC) [683/2006 of 11 July 2008 and by
Commission Regulation No. 1828/2006 of 8 Decemh#62° and Regulation (EC) No.
1080/2006 of the European Parliament and of then€band of 5 July 2008".

This chapter contains provisions concerning theagament and delivery control system for
the Operational Programme Development of Easterlanéoin line with requirements
specified in Article 58 of Council Regulation (EG)o. 1083/2006% General information
concerning the function of the Managing Authority the National Strategic Reference
Framework, the Managing Authority of the Programrties Certification Authorities, the
Intermediate Body, the Auditing Authority and rédais between them have been contained
in the National Strategic Reference Frameworklierytears 2007-2013.

2. Management and Implementation of Operationaigfamme Development of Eastern
Poland

2.1. The Managing Authority

Pursuant to the act on rules for execution of #netbpment policy, the minister relevant for
issues of regional development shall be the Mamaéiathority. According to internal by-
laws prepared by minister relevant for issues gioreal development, duties of the Managing
Authority of the Operational Programme Developm&nEastern Poland are to befulfilled by
an organisational unit within the Ministry of Regal Development. At present this function
is fulfilled by the Regional Policy and AgricultuBepartment.

Pursuant to Article 60 of Council Regulation (EG).N.083/2008 which introduces general
provisions on the European Regional DevelopmendFtive European Social Fund and the
Cohesion Fund, the Managing Authority is respomsiol the efficiency, effectiveness and
correctness of management and implementation afpieeational programme.

The Managing Authority will assure that public orsl@and concessions concerning projects
co-financed from structural funds will be grantedrguant to provisions of Directives
2004/17/EC, 2004/18/EC, Regulation 1564/2005 andere justifiable, provisions of the
Treaty.

29 Council Regulation (EC) No. 1083/2006 of 11 Julyp@0laying down general provisions on the European
Regional Development Fund, the European Social fumadthe Cohesion Fund and repealing Regulation) (EC
No. 1260/1999 (Official Journal EU L 210 of 31.7080p. 25).

30 Commission Regulation No. 1828/2006 of 8 Deceni@®6 setting out rules for the implementation of
Council Regulation (EC) No. 1083/2006 laying dowenegral provisions on the European Regional
Development Fund, the European Social Fund an@ttesion. (Official Journal EU L 371 of 27.12.2006
1).

3 Regulation (EC) of the European Parliament andhef Council No. 1080/2006 of 5 July 2006 on the
European Regional Development Fund and repealigglagon (EC) No. 1783/1999 (Official Journal EU L
210 of 31.7.2006 p. 1).

%2 Council Regulation (EC) No. 1083/2006 of 11 Julyp&0laying down general provisions on the European
Regional Development Fund, the European Social Rmadthe Cohesion Fund and repealing Regulation (EC

. No. 1260/1999 (Official Journal EU L 210 of 31.7080p. 25)
ditto.



A position will be established within the ManagiAgthority for monitoring progress of the
Programme related to environmental considerations.

The Managing Authority shall delegate a part oftétsks to the Intermediate Body, which is
going to implement tasks described in point 2.2.

The Managing Authority is responsible for:

with respect to programming:

development of proposals for changes in the Progranif need be in cooperation with
the Intermediate Body;

working out a Detailed description of priority axef the Programme and preparing,
together with the Intermediate Body, indispensabkenges in the said document;
drafting guidelines of the Minister of Regional [Réspment indispensable for
implementation of the Programme, in cooperatiorhwite Intermediate Body, and in
particular guidelines concerning eligibility of eqditures under the Programme;
drafting, in cooperation with the Intermediate Bptigmplate documents necessary for
execution of the Programme;

drafting a description of a system for managemadtaontrol of the Programme;

drafting procedures of the Managing Authority corted with management of the
Programme and approval of procedures for therradiate Body;

with respect to monitoring the process of prepanatand selection of projects:

assuring that selection of projects for financiagess place in conformity with criteria
applicable for the Programme and monitoring themmsistency with relevant Community
and national procedures (including with respearteironment protection and sustainable
development) throughout the entire period of te&gcution;

preparation of Indicative Lists of Individual Keydfects, including Major Projects of the
Programme;

drafting, with participation of the Intermediate @ criteria for selection of projects for
co-financing and their submission for approval @ tMonitoring Committee of the
Programme;

organising the process of project selection;

turning over to the European Commission informratiecessary for needs of evaluation
of major projects;

with respect to financial management:

managing funds allocated for implementation ofRinegramme;

drafting annual and long-term expenditure forectmtdhe Programme together with the
Intermediate Bodies, and its submission to the pemo Commission through the
Certification Authority;

assuring the existence of an informatic systenrdgistration and keeping accounts for
each operation under the Programme and compilafialata concerning implementation,
indispensable for purposes of financial managemaonitoring, verification, audit and
evaluation;

assuring that Beneficiaries and other entities plaaticipate in execution of the operations
keep a separate accounting system or system fignass an appropriate accounting code
to all transactions connected with the operatioithaut prejudice for national binding
accounting regulations;
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assuring a system of regaining amounts which waie yndue to Beneficiaries;
respecting usage limits of the "cross-financingtinment.

with respect to monitoring and evaluation:

appointment of the Monitoring Committee for the gtemme and managing its work, and
also providing the required documents necessargntmitoring the implementation of the
Programme with view to its objectives;

appointing subcommittees for particular priorityeaxand managing their works, should
such a need arise;

drafting reports on implementation of the Program(periodical, annual and final
reports) and their submission for approval to thenkbring Committee;

submission of approved reports on implementatiothef Programme (annual and final
reports) to the European Commission;

evaluating progress in implementation of the Progre pursuant to reports prepared by
the Intermediate Body;

submission to the Monitoring Committee informati@bout reservations of the
Commission as regards the annual report, and imfigrtme European Commission about
measures undertaken in response to its remarks;

assuring evaluation of the Programme pursuant to reéQuirements — especially
development of an evaluation plan for the Operatid®rogramme and cooperation with
the Intermediate Body in preparing the evaluatibparticular priority axes, execution of
evaluation of the Programme and supervising execwf evaluation by the Intermediate
Body;

participating in implementation and handling ofeatral electronic monitoring system.

with respect to control:

assuring control of implementation of the Progranonethe basis of an annual control
plan, and especially working out a plan for systemtrol;

verification and approval of annual control plams priority axes worked out by the
Intermediate Body and supervising fulfilling contduties by the Intermediate Body;
working out reports about irregularities and thsubmission to relevant authorised
institutions;

assuring that th€ertification Authority receives all the necessafprmation concerning
procedures and verifications performed in relatitm expenditures for needs of
certification;

assuring that all documents concerning expenditangisaudits, required to guarantee the
appropriate audit procedure, are kept pursuanegoirements of Article 90 of Council
Regulation (EC) No. 1083/2086

with respect to information and promotion:

working out a detailed communications plan for tAReogramme together with the
Intermediate Body, and supervising communicationasnees conducted by the
Intermediate Body;

assuring consistent of Programme implementatiom waquirements of informing and
promotion.

% Council Regulation (EC) No. 1083/2006 of 11 Julyp@0laying down general provisions on the European

Regional Development Fund, the European Social umadthe Cohesion Fund and repealing Regulation (EC
No. 1260/1999 (Official Journal EU L 210 of 31.7080p. 25)
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2.2. The Intermediate Body

The Managing Authority delegates execution of & péits tasks to the Intermediate Bodies
in meaning of the Article 59 of Council Regulati¢BC) No. 1083/2008. This concerns
tasks related to particular priority axes (or gy priority axes). When making such a
delegation the Managing Authority keeps nevertleeldsll responsibility for entire
implementation of the Programme. The said delegatsodone by means of appropriate
agreements which define in detail the scope of slatbgation and the consequent rights and
obligations for both parties to the agreement.

The function of the Intermediate Body for all prigraxes of the Programme, with the
exception of the priority axis Technical Assistanadl be fulfilled by the Polish Agency for

Enterprise Development. Responsibility for impletagion of the priority axis Technical

Assistance will lie with the Managing Authority.

An institutional diagram for the Operational Pragrae Development of Eastern Poland was
presented in annex No. 3 to the Programme.

The Managing Authority assumes that the followingties will be delegated to the
Intermediate Body:

with respect to programming:

— managing priority axes of the Programme, withincape specified by the Managing
Authority;

— working out procedures for the Intermediate Bodgtezl with management of the priority
axes according to procedures of the Managing Aitthand their submission for
approval to the Managing Authority;

with respect to monitoring the process of prepanatand selection of projects:

— monitoring the preparation and supervision overparation of projects eligible for
Indicative Lists of Individual Key Projects, incliugy Major Projects;

— concluding agreements on co-financing with Benafiess;

— compiling information concerning major projects fareds of evaluation of the European
Commission and their submission to the ManaginghAuity;

with respect to financial management:

— development of annual and long-term forecasts pépdalitures under the Programme with
respect to particular priority axes, and it subimisso the Managing Authority;

— settling agreements with Beneficiaries accordingatiopted procedures and making
payment in favour of Beneficiaries, especially fieation of applications for payment
submitted by Beneficiaries, drafting applicatioms feimbursement of fund and their
submission to the Managing Authority;

— opening and carrying a separate account for hapdhe Programme and assuring the
opening of necessary accounts on the level of Baagés;

— carrying an informatic system for registration atdrage of accounts for each operation
under relevant priority axes of the Programme anchmlation of data concerning

% Council Regulation (EC) No. 1083/2006 of 11 Julyp@&0laying down general provisions on the European
Regional Development Fund, the European Social Famd the Cohesion Fund and repealing Regulation
(EC) No. 1260/1999 (Official Journal EU L 210 of. 32006 p. 25)
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execution, indispensable for purposes of finangiahagement, monitoring, verification,
audit and evaluation;

keeping a separate accounting system and assusmg@irlg of such a system by
Beneficiaries or assigning an appropriate accogntiode to all transactions connected
with the operation to all transactions connectethwhe operation, without prejudice to
national accounting rules.

regaining amounts which had been incorrectly used;

submission to the Managing Authority or tkkertification Authority all indispensable
information about procedures and verifications exed in connection with expenditures
for needs of certification ;

assuring within a period of at least 3 years foltayvclose down of EPD OP of
appropriate archivising of all documents relatedniplementation of priority axes EPD
OP an access to those documents to persons orsbspiéified in the Article 90 of
Council Regulation (EC) No. 1083/2006.

with respect to monitoring and evaluation:

monitoring progress in execution of priority axéscluding the degree to which the
assumed objectives have been achieved;

monitoring material and financial progress in impéntation of agreements;

drafting periodical, annual and final reports one@xion of priority axes and their
submission to the Managing Authority;

running the electronic monitoring system for imp&artation of priority axes;

entering data submitted by Beneficiaries into théamal informatic system for needs of
monitoring and control of structural funds;

organisation of works and assistance to the ManigorSub-Committee, if such a
subcommittee is appointed for the relevant pricays;

performance of evaluation for relevant priority sxencluding by development of
evaluation plans for the particular priority axes.

with respect to control:

verification of delivery of co-financed goods andnsces and whether expenditures
declared by Beneficiaries for operations have beeeed incurred and are consistent with
Community and national provisions;

executing control of projects implemented undeevaht priority axes on the basis of
annual control plans and submitting control restatdhe Managing Authority;

working out and submission for approval to the Mang Authority annual control plans
of priority axes;

development of reports about irregularities andr thg@mission to relevant institutions;
submission to the Managing Authority or tBertification Authority of all indispensable
information concerning procedures and verificatiexgcute in relation to expenditures
for needs of certification.

with respect to information and promotion:

assuring conformity in implementation of particulpriority axes with requirements
related to information and promotion;
execution of promotion and communication tasks uimdplemented priority axes;
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In addition it is presumed that the IntermediatelBwvill be participating in the following
tasks of the Managing Authority, with the scopeabperation being subject of agreement:

— working out necessary changes in the Programme;

— working out necessary changes in the detailed ghter of priority axes for the
Programme;

— development of guidelines of the Minister of RegibrDevelopment necessary for
implementation of the Programme, especially guiskdi concerning eligibility of
expenditures under the Programme;

— developing template documents necessary for exetofithe Programme;

— organising selection of projects;

— drafting selection criteria for projects to be awahced and their submission for approval
of the Monitoring Committee of EPD OP;

— working out a detailed communication plan for th@glamme as regards appropriate
priority axes.

2.3. Beneficiaries

For projects co-financed under the Operational Rmgne Development of Eastern Poland,
the Beneficiary is a party to an agreement forinarfcing, which is concluded on behalf of
the Managing Authority by th€ertification Authority. The Beneficiary executdmetproject
and respects principles contained in the agreemerdo-financing, guidelines and national
and Community regulations.

The Beneficiary shall be responsible for:

— assuring funds for efficient execution of the pobjencluding guaranteeing funds for its
co-financing;

— execution of the project;

— organisation of a tender if this is imposed by Camity or national law and concluding
agreements with contractors;

— monitoring and reporting on project implementatiparsuant to guidelines of the
Managing Authority;

— assuring access to required documents;

— assuring the application of separate accountingesys or assigning an appropriate
accounting code to all financial operations coneeetith the project;

— keeping documentation connected with project exesupursuant to requirements
specified in the Article 90 of Council RegulatiddQ) No. 1083/2006°.

2.4. TheCertification Authority

Pursuant to the Article 35 par. 2 point zaict of 6 December 2006 on rules for execution of
the growth policy the minister relevant for issues of regional demment certifies to the
European Commission correctness of expendituresehander operational programmes. The
Certification Authority is an organisational unistablished by virtue of regulation of the
minister relevant for issues of regional developtmemncerning determination of
organisational by-laws of the Ministry of Regio®velopment, responsible for certification

% Council Regulation (EC) No. 1083/2006 of 11 Julyg0 laying down general provisions on the European
Regional Development Fund, the European Social fumddthe Cohesion Fund and repealing Regulation (EC
No. 1260/1999 (Official Journal EU L 210 of 31.7080p. 25)
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of expenditures borne under the European Regioeaeldpment Fund / European Social
Fund / Cohesion Fund, which as regards executéd fasa unit independent of units that
execute functions of managing institutions of manar operational programmes, comprised
by separate divisions subordinated to other membérghe Ministry’'s management. A
member of the Management of the Ministry of Regidbavelopment who supervises the
Certification Authority is subordinated directly tioe Minister of Regional Development and
takes in an independent way decisions related ¢ézwgion and withholding the process of
certification of expenditure declarations and amgilons for payment to the European
Commission. At present functions of theertification Authority are fulfiled by the
Department oCertification.

The Certification Authority of the Programme is respibhes first of all for:

— drafting and submission to the Commission of dedifdeclarations of expenditures and
applications for payment;

— certification that the declaration of expendituriss accurate, arises from reliable
accounting systems and has been based on verifiapfgementary documentation;

— certification that the declared expenditures amsistent with applicable Community and
national provisions and that they had been incumegtlation to operations selected for
financing pursuant to criteria applicable for theodtamme and that they meet
Community and national provisions;

— assuring for needs of certification that it hadereed from the Managing Authority
appropriate information concerning procedures arifigations performed in connection
with expenditures contained in declaration of exjieires;

— taking into consideration, for needs of certifioati results of all audits carried out by the
Auditing Authority or on its responsibility;

— keeping in electronic format books of account conicey expenditures declared to the
Commission;

— running registers of amounts subject to the redoggrrocedure and withdrawn amounts
following cancellation of the entire contributionrfoperation or of its part. Recovered
amounts are repaid to the general budget of thedean Union before closure of the
Programme by their deducting from the subsequesiaddion of expenditures;

— taking into consideration for needs of certificationformation about discovered
irregularities in the Programme,;

— taking into consideration for needs of certificatiof results system audits and control of
expenditures performed by the Managing Authority;

— issuing opinions related to executory instructiohshe Managing Authority for needs of
certification of expenditures;

— conducting in the Managing Authority and in indtitms subordinated to the Managing
Authority or potentially with the Beneficiary systeverification visits and verification
visits which comprise control of expenditures adany to submitted applications for
reimbursement from the Managing Authorities withspect to execution of the
Programme.

2.5. The Auditing Authority

Tasks of the Auditing Authority defined in Coundfegulation (EC) No. 1083/200&re
executed by the General Inspector of Financialrimégion, the function of which is held by
the secretary of state or undersecretary of stateei Ministry of Finance, based on provisions
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of act of 28 September 1991 on fiscal corifrdThe Auditing Authority is independent of the
Managing Authority, the Intermediate Body and thegtfication Authority.

Tasks of the Auditing Authorityare executed through fiscal audit organisation sunit
subordinated to the General Inspector of Finariofarmation, i.e. a delimited organisational
unit in the Ministry of Finance (at present Depaetrfor Certifying and Issuing Declarations
on Winding-up of EU Assistance), and 16 fiscal aodfices on the voivodship level. In each
of the fiscal audit offices organisational units revedelimited, which are responsible for
controlling funds that come from the European Union

The Auditing Authorityis responsible for all works connected with issuiegtification that
the management and control system of the Programmeets requirements of Council
Regulation (EC) No. 1083/2006; this responsibilityl include drafting, before submission
of the first application for interim payment, ortiater than within 12 months since approval
of the Programme, of a report containing resulteséluation of system establishing and
opinions concerning consistence of the managemaohtcantrol system of the Programme
with the Article 58-62 of the Regulation. Workstire conformity audit are carried out by the
Department for Certifying and Issuing DeclaratiamsWinding-up of EU Assistance for the
Programme, and the opinion is signed by the Gemespector of Financial Information.

The Auditing Authorityassures that audit activities take into considematiudit standards
recognised globally. The main tasks of the Auditifgthority comprise in particular the
following:

- ensuring carrying out of audits for verificationeaffective functioning of thenanagement
and control system of the Programme;

- ensuring carrying out audits of operations pursuanthe relevant sample to verify
declared expenditures;

- presenting to the EC, within a period of nine marghnce approval of the Programme, an
audit strategy covering entities which will cariyt@udits as specified in points 1 and 2,
methodology to be applied, methods for selecting damples for needs of audit of the
operations, and indicative planning of audits tsuas carrying out an audit of main
entities and homogenous audit distribution throutgloe entire programming period,;

- by 31 December each year in the years 2008 — 2015:

- submission to the EC of an annual audit report fwipcesents results of audits
performed in the period of the preceding 12 mongnsling on 30 June of the given
year, pursuant to audit strategy for the Programame, which informs about any
irregularities discovered in the management androbeystem of the Programme.
The first report, which should be submitted by 3cBmber 2008, covers the period
from 1 January 2007 until 30 June 2008. Informmationcerning audits carried out
after 1 July 2015 will be included to the finalditureport, which is a supplement to
the closure declaration, as specified in point 5;

- issuing opinions, pursuant to control and auditsied out at its responsibility, as to
whether the management and control sysieriunctioning in an effective way to
provide rational assurance that expenditure ddabas presented to the EC are
correct and to provide consequently rational asggrahat transactions which are
their basis are consistent with the law and correct

- submission, following partial closure of the Pragrae, of a declaration of partial
closure that contains an evaluation of conformityth the law and correctness of
given expenditures;

37 Journal of Laws of 2004 , No. 8, item 65 as latmended
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- submission to the EC, not later than on 31 March72®f the closure declaration,
containing an evaluation of legitimacy of applioatiof payment of final balance
and conformity with the law and correctness of $eartions which constitute a basis
for expenditures covered by the final expenditueelaration, to which final audit
report is attached.

Under the above described works, the Departmentéstifying and Issuing Declarations on
Winding-up of EU Assistance supervises, coordinatesassures appropriate work quality of
the fiscal control office.

To allow assuring the quality of work executed ligcél control offices, this Department

guarantees the application of appropriate contextimanisms. They comprise first of all:

- introduction of a documentation management sysiapiuding determination of criteria
for its drafting, verification and approval, standisation and covering documentation by
IT system),

- supervision over performance of works (ascribing employees responsibility for
execution of a task and verification of its execnt),

- carrying out annual control to verify the qualityperformed works (under the so-called
re-performance audits and audits aimed at verifyjgngectness of application of the
methodology by the fiscal control offices).

2.6. Institution responsible for receiving payments

the Ministry of Finance is the institution respdmnsifor receiving payments made by the
European Commission. Pursuant to the operatiorglagons of the Finance Ministry,

handling bank accounts to which payments from Comitydunds will be made is presently
a responsibility of the Paying Authority Department

Funds provided by the European Commission as adgams well as interim payments and
the final payment, will be included to the StatedBet as its revenues. In turn from the State
Budget funds will be assigned for financing of piip.

The organisational diagram showing distributiorthe Managing Authority, th€ertification
Authority, the Auditing Authority and the Institoth responsible for receiving payments from
the EC, was presented in attachment 4 to the Rrogea

3. Procedure of project selection

Selection of the projects will depend on fulfillingriteria approved by the Monitoring
Committee (pursuant to Article 65 a of Council Riagon (EC) No. 1083/2006) and on
approval of project to be co-financed by the Mangdhuthority. Those strategic, formal and
factual criteria (including drafting of necessaryocdmentation and readiness to
implementation) will be identical for all potentiBleneficiaries of all projects concerning a
given category of projects under the Programme.

Three procedures for project selection may be a@plinder the Programme: individual,
competition and system procedures. Depending ondhge of the given the priority axis, an
appropriate balance will be ensured between varimagles of project selection. The
application of a given procedure for project setecshould be oriented at better achievement
of strategic objectives of particular priority axekthe Programme. Details related to the
scope of application of the given procedure undez priority axis and institutions
participating in the selection procedure will beedfied in the “Detailed description of
priority axes in the operational programme”. Thegadure for selection of projects will be
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consistent with appropriate guidelines of the Miyiof Regional Development in the given
scope.

4. Monitoring

Monitoring of the Programme is to assure an adeqgaglity of its implementation. It is
executed by the Managing Authority and the Progranvionitoring Committee.

The Monitoring Committee of the Development of EastPoland Operational Programme
is appointed by the minister relevant for issuesegfional development within a period of

three months since the date of submitting to Potaddcision on approval of the Programme
by the European Commission. The Monitoring Comnaittenvenes according to needs, not
less frequently than once very six months, andaaithprise representatives of:

— the Managing Authority,

— theCertification Authority of NSRF,

— the minister relevant for issues of public finance,

— theCertification Authority,

— the Intermediate Body,

— territorial self-governments,

— social and economic partners, including represmeabf environmental partners,
— representatives of other entities indicated byMiamaging Authority.

Representatives of the European Commission, Europeaestment Bank, European Bank
for Reconstruction and Development and the Europeaestment Fund may participate in
sessions of the Committee as advisers / observers.

The Monitoring Committee guards the effectivenesd guality of implementation of the
Programme. The detailed composition and work maoslevell as operation rules of the
Monitoring Committee will be defined by the ManagjiAuthority.

Its tasks comprise in particular:

— approval of criteria for project selection for dogncing under of the Programme,

— periodical reviews of progress with respect to aeimg of specific objectives
defined in the Programme on the basis of documsuibenitted by the Managing
Authority,

— reviewing results of implementation of the Prograenmn particular achievement of
objectives set up for each priority axis results edfaluation connected with
monitoring the implementation of the Programmepanticular if monitoring points
to significant deviations from initially determineobjectives or if proposals for
changes are requested in the Programme,

— reviewing and approval of annual and final repéndsn the implementation process,

— familiarisation with annual Programme audit repamsl comments of the European
Commission to those reports,

— submitting to the Managing Authority proposals fdranges or reviews of the
Programme aimed at facilitating the execution oDERobjectives determined in the
general regulation related to this particular fund oriented at streamlining
management of the Programme, including financialagament,

— analysing and approving all proposals for changethé¢ contents of EC decisions
related to contribution of ERDF.

Monitoring is executed on the basis of financialicators determined in the Programme and
pursuant to indicators related to output and outgoguantifying objectives of particular
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priority axes. Where possible appropriate stati$titata will cover a division by gender and a
division with view to magnitude of projects exealitey Beneficiaries. Data for purposes of
monitoring will be sent to the European Commission electronic mail, pursuant to
requirements.

5. Financial Flows

The European Commission transfers funds for executf the Programme to the minister
relevant for public finance. Funds transferred tby European Commission as advance and
interim payments and as final payment in favouth&f Programme will be included to the
State Budget as its revenues. Subsequently frorStéite Budget funds will be then assigned
for financing of operations. Detailed proceduresncawning financial flows will be
determined in relevant Guidelines of the MinistfyRegional Development in this scope.

The Managing Authority plans funds for expendituresed for financing the execution of the
Programme pursuant to principles of execution ef3kate Budget, within annual expenditure
limits specified in the budget act.

The said limits will be determined during works tire budget act based on the table of
payments of the Programme and long-term limitsarhmitments and expenditures defined
in the Programme, to ensure efficient and timeloexion of the Programme.

Pursuant to principles determined in the Prograngmélelines of the Minister of Regional
Development related to making payments and settiesnand regulation of the Minister of
Regional Development concerning detailed infornratfor expenditures connected with
execution of operational programmes, payments femeficiaries will be made by the
Managing Authority/ the Intermediate Body in thernfo of repayment of expenditures
incurred by Beneficiaries or as an advance payment.

In agreed periods the Beneficiary will be submgtito the Managing Authority / the
Intermediate Body applications for payment alonghwather required documents used for
certification of expenditures incurred for execatif operations.

Transfer of subsequent advance payment will dependettiement of a defined part of the
preceding payment.

The diagram of financial flows was presented iac@tment 5 to the Programme.

Under the monitoring system of financial flows, thnaging Authority will monitor the
value of eligible expenditures, including expengitiwhich constitute national co-financing.
The Managing Authority will be making calculatiookthe co-financing level from EU funds
at the level of the priority axis in such a wayttkize contribution of EU funds should not
exceed the value adopted in the Programme foritles griority axis.

Under the operational programme interest accruefias received by particular institutions
that participate in financing the Programme aregassl for execution of the given priority
axis / measure of the Programme and are specifi¢kei report on execution of the priority
axis /measure.

For need of handling funds received from the EUaurttie financial perspective of 2007-
2013, a similar system of bank accounts will bentzaned as for the perspective of 2004-
2006, i.e. accounts of level | — for funds and acts of level Il — for programmes.

All bank accounts, both those of funds and of gipemgrammes, will bear interest, and the
interest will be accrued with respect to the valtitunds deposited on accounts. Immediately
following calculation of due interest, the Institut that receives funds from the European
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Commission will transfer appropriate amounts todheount of revenues of the State Budget
and will be used for national co-financing.

6. Evaluation

Evaluation is aimed at improving the quality, effeeness and cohesion of assistance granted
under the cohesion policy. It serves enhancingstregegy of the Programme and the system
of its implementation, taking into account struetuproblems on a national and regional
level.

Evaluation will take into account the sustainablevelopment principle and relevant
Community regulations concerning the impact on mmrnhent, as well as strategic
environmental evaluations.

Responsibility for execution of the Programme eatibn lies with the Managing Authority,
and within it an evaluation unit will be establishespecially for the purpose. Its tasks will
cover in the first place:

— assuring funds for execution of evaluation undehmécal assistance;

— obtaining and compiling data from the monitoringtsyn

— drafting an evaluation plan of the Programme cosipgi various execution phases of
the Programme until December 2007 and coordinatfdhe process of Plan objective
implementations;

— assuring execution of an ex-ante evaluation;

— assuring execution of evaluations connected witmitodng the implementation of
the Programme, in particular if results of monitgrare characterised by considerable
deviations from initially specified objectives drgroposals are made for changes to
the Programme,;

— submitting results of the evaluation connected waithnitoring the execution of the
Programme to the Monitoring Committee and the Netidcvaluation Unit, as well as
of the European Commission, at its request;

— making results of completed evaluations availabléné public;

— cooperation with the National Evaluation Unit inryang out by 30 June 2011 an
evaluation of the degree of advancement of thgi@rome as compared to selected
priority axes, the results of which will be used &location of the national execution
reserve;

— cooperation with the National Evaluation Unit arfee tEuropean Commission in
conducting evaluations initiated by those units;

— cooperation with the National Evaluation Unit ahd European Commission for ex —
post evaluation;

— respecting guidelines of the National Evaluationtldmd standards applicable in the
EU related to evaluation of structural funds;

— monitoring the implementation process of recommé&ada formulated as a result of
performed evaluation.

The principal areas of strategic evaluations uikderProgramme are related to assessing the
extent of implementation of the main objective unithe Programme, i.e. hastening the social
and economic development rate in Eastern Poland asacroregion, pursuant to the
sustainable development principles, by evaluating:

— whether and to what extent execution of the Prograns conducive to developing a
knowledge based competitive economy in Easternniépla

— whether and to what extent improving access tdrtternet and electronic services for
public institutions, enterprises and inhabitantsvedships of Eastern Poland is
transposed on hastening the growth rate of EaBteland,
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— whether and to what extent stimulating developmantmetropolitan functions of
voivodship cities is transposed on hastening tiveldpment rate of Eastern Poland,
— whether and to what extent improvement of commuminaccessibility via execution
of projects under the Programme is transposed etehiag the development rate of
Eastern Poland.
The Managing Authority delegates a part of compg&snconnected with evaluation to the
level of the Intermediate Body. The methods foramiging the evaluation system will be
contained in the evaluation plan of the Programme.

The evaluation system will be supported by the ooing system. For this purpose strict
coordination of measures will be ensured betwelavaat units involved in execution of both
processes. Within the planned National Informatist&m data concerning material indicators
will be additionally aggregated, which will thennstitute the basic information source for
implemented evaluation survey. Evaluation will keoaised to obtain information concerning
the achieved value of indicators of outcome andaichfwhere necessary, and where the
monitoring system is not sufficient). Results oakenation studies will be taken into account
in drafting periodical and annual reports on OPlengentation.

Under the Programme indispensable funds were redefior evaluation surveys, including
operational evaluation, under intervention cateddoy 81 i.e.Solutions aimed at improving
the standard of drafting, monitoring, evaluationpadlicies and programmes on a national,
regional and local levels, enhancing abilities witespect to execution of policies and
programmes

Results of the evaluation will be made availablgha form of reports to members of the
Monitoring Committee and the National EvaluationitJand will also be made known to the
public.

7. The National Informatic System for the perio®2607-2013 (SIMIK 07-13)

The Minister relevant for issues of regional depetent, presently being served by the
Department of Coordination and Management of CominBupport Bases in the Ministry

of Regional Development, supervises the developnoéra new informatic system and
defines standards related to compilation of datst fof all of participants of the NSRF
execution system. The Minister relevant for puliiance is presently being served by IT
Development Department in the Finance Ministry, andlds responsibility for the

establishment and development of the IT system lmn ltasis of standards for data
compilation specified by the minister relevanti&sues of regional development.

Pursuant to Article 58 d) and the Article 60 c)Gdmmission Regulation No. 1828/2006 the
management and control system should have rel@itguterised systems of accounting and
bookkeeping, monitoring and financial reporting edrat ensuring registration and keeping
account entries for each operation under the opeedt programme and assuring data
compilation concerning execution of each operatiadispensable for needs of financial
management, monitoring, verification, audit andleaton.

For needs of management and reporting, in the NlagaAuthority, intermediate bodies,
intermediate bodies of the second degree and {Catitin Authority, use will be made of two
elementary informatic systems, and namely:
- the financial and accounting system, which confotmeequirements of the act on
accounting,
- National Informatic System for monitoring and refpaoy



and optionally a local monitoring and reportingteys on the level of institutions responsible
for implementation of the operational programme.

The National Informatic System is consistent anehgatible with the system of reporting and
monitoring set up for the operational programme.

Access to data compiled in the National Informaigstem will be made available to all
entities that participate in the implementation gess, i.e. the Managing Authority,
intermediate bodies, intermediate bodies of thersgclegree, Certification Authority and the
Auditing Authority, in a scope necessary to allawrect task execution.

National and local monitoring and reporting systems

The National Informatic System (a centralised sy3tenade available for the needs of
monitoring and reporting, will be compiling data thre national level which are necessary for
the management and control system establishetiéavgierational programme.

Description of the National Informatic System

Pursuant to adopted provisions the National Infaien&ystem will be first of all a
registration system, i.e. it will be compiling datehich are entered to the central data base
after the occurrence of specific events. In paldicthe system will enable compilation of
information in the following scope:

recording data concerning operational programmes,

serving the life cycle of a project, including:

o recording applications that fulfil formal requirents,

o recording major projects in the scope specified @ymmission Regulation No.
1828/2006,

recording agreements on co-financing,

recording applications for payment,

recording data concerning control of particularj@cts,

recording material progress indicators, includingning a harmonised dictionary of
indicators,

recording data concerning irregularities,

running a register of recovered amounts (includeyjster of debtors)

O O 0o

Furthermore, the National Informatic System willbte the establishment of defined reports,
in particular:

specification of expenditures from the level of emmediate body and listing of
expenditures and applications for payment draftetigher levels,
forecasts for expenditures.

The system will cover and supply data specifiedimmex Ill to Commission Regulation No.
1828/2006.

It is expected that the National Informatic Systeith achieve full operational capacity with
respect to all modules by the end of 2007

Architecture of National Informatic System.

The National Informatic System has been based ob teehnology, i.e. access to data
compiled in the central data base is implemented an internet browser activated on a
computer with access to the public Internet netwdtks is a new system, independent of the
SIMIK 04-06, nevertheless created pursuant to egpee gained during establishment and
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implementation of the SIMIK 04-06 system, whichfuly conformant with requirements of
the EC related to informatic systems.
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The diagram of architecture of the National Infotim&ystem has been presented below.
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8. Description of procedures anticipated to asgofallibility of computer accounting,
monitoring and financial reporting systems

The security policy of the National Informatic Syt is being executed in many different
dimensions.

Utilisation of the https security protocol alongthvappropriate architecture of access network
devices in the seat of the system operator (thare® Ministry) minimises the risk related to
hacking and access, and consequently also modhircat data in the system by unauthorised
persons. In addition it impedes changing data duleta transmission to the server.

Due to developed functionality of granting access the users (three-dimensional
authorisation model: system function, delivery levegion), the users only have access to
data directly necessary for execution of tasks.

Adequate policy of using safety copies guarantées in the event of a serious system
breakdown could lead to destroying the data basa dampiled in the system can be
recovered to a maximum of one day before occurrehtee breakdown.

9. Information concerning the internal informatiiow between the “central entity (MS
Liaison)” and entities reporting the need for ast@®dification of access rights to SFC2007

Electronic data exchange with the European Comomsgiursuant to Article 39 of the
Commission Requlation (EC) No. 1828/2006 of 8 Deiger 2006

Principles for access to the electronic data exghaystem with the European Commission
(SFC2007) have been regulated in Brecedure of granting access to users to the system
electronic data exchange with the European ComonsSFC200%eveloped by the Ministry
of Regional Development.

Pursuant to this procedure the function of MS ldaidor the European Social Fund,
European Regional Development Fund and the Cohdsionl, arising from the obligation
imposed by provisions of Article 41 of Commissioredrlation (EC) No. 1828/2006
pursuant to which the Member States apply for acecigghts to the SFC2007 system in a
centralised way, was ascribed to an organisatiomdtl within the Ministry of Regional
Development. Pursuant to provisions laid down gy @mmission, functions of MS Liaison
and MS Liaison Deputy are fulfilled by two appoiditemployees of the above mentioned
organisational unit, approved by services of then@assion.

To assure security of access to the SFC2007 sysitenabove mentiond@roceduredefines
principles on which users apply for access. Puttsttathe provision adopted on the national
level and to the structure dfode Hierarchyaccess to the system will be obtained (as the so-
calledKey User} exclusively by employees of the following instians:

Coordinating institution on the national level (ssmof Member State Authority)
the Programme Managing Authority (status of Menfi@te Managing Authority)
the Certification Authority (status of Certifyingughority)

the Auditing Authority (status okudit Authority.

The procedure also defines principles for verifmatof the notified candidate wishing to
become a user by MS Liaison and adequacy of theestgd scope of authorisation
(Permissions, Ro)e as well as principles of informing about any rmges concernindgley
Users
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A listing of Key Users i.e. persons with access to the SFC2007 systenmun in the
organisational unit within the Ministry of Regiornaévelopment which fulfils the function of
MS Liaison, with observance of legal regulationthwespect to protection of personal data.

10. Information and promotion

Pursuant to provisions of Article 2 item 1 of Corseion Regulation No. 1828/2006, Poland
prepared the Strategy for Communication of Européamds in Poland for the years 2007-
2013 for all funds and programmes. This is aimedasduring effective coordination of
measures executed by particular institutions, teaakwhich the efficiency and effectiveness
of information and promotion. measures will be @ased.

The communication strategy is prepared by the Goatithg Body of the National Strategic
Reference Framework (within the structure of thaistiy relevant for regional development)
in cooperation with the Managing Authorities. lkés into account principles adopted in
Guidelines of the Minister of Regional Developmensith respect to information and
promotion. The communication strategy defined basicciples for execution of information
and promotion measures for the needs of all oje@tprogrammes and National Strategic
Reference Framework, and in particular objectives the guiding principle, determination of
target groups, indication of institutions involvadinformation and promotion measures, as
well as the required minimum of undertaken measures

The communication plan drafted by the programme adarg Authority contains at least the
following: measure objectives, description of tdrggroups, description of planned
information, promotion and training measures, dpson of task division and responsibility
level with respect to information and promotion s@&sand also trainings between the
Managing Authority and the Intermediate Body, dgdgmm of tasks of the Managing
Authority, the Intermediate Body and other partnémgolved in the information and
promotion process under the Programme, taking astmount entities specified in Article 5
par. 3 of Commission Regulation No. 1828/2006,anfgwork schedule, indicative budget,
evaluation method of measures and reporting priesigiith respect to execution degree of
information and promotion measurasd also of measures related to trainings. Furtbexrall
Managing Authorities and the Coordination Instiatiof NSRF draft appropriately the
annual action plan. The communication ptdnhe Programmés subject to consultation with
the NSRF Coordinating Institution with respect t® ¢onformity with the Communication
Strategy, and subsequently approval of the Momigp@ommittee Program.

The main functions and objectives of informatiord garomotion measures under EPD OP
include: improving social awareness on the nationadional and local level concerning

results of EU involvement in measures aimed at ldgweent of regions in Eastern Poland;
effective informing potential Beneficiaries of EPDP about possibilities of project

notification and procedures binding in this respesuipport for Beneficiaries executing

projects under EPD OP with respect to rules rel&pedtilisation of funds and principles of

project implementation.

The main centres of information and promotion messwill comprise: publication and

propagation of programme documents; trainings, exemices and information seminars for
employees in institutions involved in implementatiof EPD OP of Beneficiaries and

regional communities; website of EPD OP; informatiulletin of EPD OP; information sent

to national, regional and local media; informatiand commemoration boards on the
implementation place of the given project.
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Information and promotion measures will be addré$sst of all at:

- the society,

- social and economic partners and non-governmeatnisations,

- regional and local authorities and other releyauttlic authorities,

- entrepreneurs and business environment institsitio

- the media,

- institutions involved in implementation of theoBramme and structural funds,
- Programme beneficiaries.

Implementation of information and promotion measusdl be a responsibility of all entities
involved in implementation of EPD OP, i.e. the Mging Authority (Ministry of Regional
Development), the Intermediate Body (Polish Agerioy Enterprise Development) and
Beneficiaries.

11. The partnership principle

To assure clarity of fund utilisation under the gteonme, on all stages of implementation of
the Programme the partnership principle will be lapple pursuant to requirements of
Article 11 of Council Regulation (EC) No. 1083/200&nd to Polish legislation. The

partnership principle will comprise the followingtéies:

- regional, local and municipal authorities and otpeblic authorities relevant for the
Programme;
- social and economic partners.

The partnership principle is executed both on tteges of preparation of concepts and
provisions of the Programme and selection of ptsejéar the indicative listing of individual
key projects of the Programme, and its appropgasezution.

Application of the partnership principle in the ggaof Programme preparation has been
assured by means of:

- appointment and work of the Working Team in preparaof the Programme for Eastern
Poland, which comprised representatives of depatsneregional development,
environment, economy, transport, culture and natiberitage protection, agriculture and
rural development, higher education, work, inforigation, representatives of elf-
government authorities in voivodships of Easterdaid and experts responsible for
regional development from voivodships of Eastertaiad;

- conducting extensive social consultations of thedtdProgramme;

- participation of representatives of self-governmentthorities and experts in the
procedure of selecting projects to the indicatigéirig of individual key projects of the
Programme;

- participation of social and economic partners (idaotg tourist and ecological
organisations) and representatives of self-goveminauthorities in working teams
created to prepare flag projects related to: arga#in information society in Eastern
Poland, promoting the region of Eastern Polandcet@n of bicycle routes in Eastern
Poland;

% Council Regulation (EC) No. 1083/2006 of 11 Julyp@0laying down general provisions on the European
Regional Development Fund, the European Social fumddthe Cohesion Fund and repealing Regulation (EC
No. 1260/1999 (Official Journal EU L 210 of 31.7080p. 25)
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- social consultations of draft guidelines of the Miar of Regional Development,
including those concerning EPD OP, before themlfapproval.

The application of partnership principle during ghamme implementation will to a large
extent be assured by participation of partners fsetftgovernments and social and economic
partners in monitoring and evaluation of the Progre through assuring their participation
in the Monitoring Committee of EPD OP. Moreoverrtgipation of partners is anticipated if
subsequent project enrolment to the Programmenisuarced.
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X. EVALUATION OF THE PROGRAMME BEFORE COMMENCEMENT OF
IMPLEMENTATION  (EX-ANTE EVALUATION) WITH EVALUATION OF
ANTICIPATED MACROECONOMIC EFFECT

1. Legal basis

The ex-ante evaluation of the Programme has beewlucted by independent experts
pursuant to provisions of Council Regulation (E®) 1083/2006°.

2. Entity performing the evaluation

A company called WYG International Sp. z o0.0. seldowvas through an open tender. The
survey was conducted in the period from August ¢to®er 2006.

3. Scope of evaluation
The evaluation covered the following theme fieldsséarch tasks):

— verification of the social and economic analysid ats standard in the light of
identified development needs of Eastern Poland,;

— evaluation of economic justification and internahesion of the projection part of
EPD OP;

— evaluation of cohesion of the external part of EPB with Community, national and
regional policies;

— evaluation of anticipated outcome and impact;

— evaluation of proposed solutions for the EPD OPl@mgntation system.

4. Verification of the social and economic analysisl its quality in the light of identified
development needs of Eastern Poland

With reference to postulates for changes propogegperts, a new version of the diagnosis
was drafted, which took into consideration severalisions contained in the draft Strategy
for social and economic development of Eastern iRbllay 2020. The scope of the said
diagnosis has been extended and diagnostic scapes lfeen delimited in a clear way,
including: Environment, Human Capital and economy.

In addition the SWOT analysis was reconstructed smgplemented taking into account
remarks related to distinguishing strengths anckwesses, and also opportunities and threats
for the macroregion of five voivodships of EastBaland as a whole.

5. Evaluation of economic justification and intdro@hesion of the projection part of EPD
OP

In accordance with the corrected diagnosis and S\VE@alysis, changes have been made in
provisions related to objectives and priority anéthe Programme. Selection of objectives
and priority axes arise in a direct way from thereoted diagnostic part.

Furthermore, indicators of objective execution fed Programme were corrected taking into
account the list of indicators set up for regiopgkrational programmes and their target
values were assessed.

%9 Council Regulation (EC) No. 1083/2006 of 11 July&0laying down general provisions on the European
Regional Development Fund, the European Social funddthe Cohesion Fund and repealing Regulation (EC
No. 1260/1999 (Official Journal EU L 210 of 31.7080p. 25)
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6. Evaluation of cohesion of the external part &fDEOP with Community, national and
regional policies

The level of cohesion of the Programme with striategopgrammes was presented in detail in
description of objectives, where correlation diagsawere discussed. Furthermore, it should
be emphasised that a preliminary draft was devel@behe Social and economic strategy for
Eastern Poland by 2020, which is a basis for laimgctpublic measures oriented at

supporting the social and economic developmerhatfarea.

7. Evaluation of anticipated result and impact

With view to postulates of the experts, the propdss of indicators has been corrected and
supplemented by a list of indicators of a contexture, indicators of outcome, output and
impact. Moreover, target values for all indicatbesre also been defined.

8. Evaluation of proposed solutions for an impletagan system of EPD OP

A review of the implementation system of the Pragnmee pointed to the need of restructuring
and ordering a description of the system and supghting missing elements of the
description. Recommendations in this respect haen lhlaken into consideration in drafting
of the Programme.

In the Programme the centralised implementatiortesyswas forborne in favour of a
decentralised system, with participation of Intedmée Bodies; this was due inter alia by
results of a review related to the optimum insitoél structure of the Programme carried out
by experts.

With respect to recommendation of experts in thecdption of implementation system the
provision concerning the partnership principle weatended. Also assumed was application
of the partnership principle on all implementatgtages of the Programme.

Suggestion of the experts concerning impeding efdaihgoing process of project selection to
the indicative listing of individual key project the Programme has not been taken into
consideration. The decision about conducting tlogept selection procedure parallel to works
on drafting the final version of the Programme ustified, owing to the fact that the
Programme constitutes an additional support elerfentegions in Eastern Poland, which
strengthens measures of other operational programnmeavoid application of beneficiaries
with one project to diverse programmes it is nemgsi select key investments, which will
be executed under the Programme already in thegroging phase.
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Xl. INFORMATION CONCERNING PROCEDURES FOR EVALUATIE IMPACT ON
THE ENVIRONMENT OF CONSEQUENCES OF PROGRAMME IMPLENTATION

The procedure related to environment impact assa#sai consequences of the Operational
Programme Development of Eastern Poland had bedarmed in line with the procedure
definedin the actof 27 April 2001 The environment protection law (Jwlrof Laws — Dz.U.
2006, No. 129, item 902, as later amended).
Forecast of impact on environment for draft Operatil Programme Development of Eastern
Poland 2007-201%as executed by the consortium of the InstitutEmfironment protection
and Institute for Sustainable Development on thdeorof the Minister of Regional
Development (agreement DKS/DEF-IV/POPT/381/06 ofS¥ptember 2006). The forecast
executor informed that EPD OP was consistent withlyegsed strategic documents related to
the financial perspective for the years 2007-20h8 was characterised by a significant
interdependence, supplementing and enhancing afute® objectives and priority axes of
other operational programmes. In the forecast d@re€suopinion measures proposed under
EPD OP have a high potential of positive impact anly 5% is impact of clearly adverse
nature.
Pursuant to provision®f the Article 44, par. 1, point 2 of the act of Zpril 2001
Environment Protection Law (Journal of Laws —Dz2006 , No. 129, item 902, as later
amendedjhis information presents the method of usage wriefeD OP:

a) provisions contained in the forecast of impact ovirenment,

b) opinions and agreements of the environment pratecéuthority and the Main

Sanitary Inspector,
c) results of participation of the society,
d) methods and frequency of carrying out a reviewnoplementation of provisions
under the operational programme.

11.1. Allowance for provisions contained in theekmaist of impact on environment

Having reviewed the forecast of impact on environmef the project “Operational
Programme Development of Eastern Poland 2007-20th#&’, Managing Authority of the
Operational Programme Development of Eastern Pdlzoidinto account the majority of the
contractor's recommendations in the operationalg@mme which were related to
environmental considerations.

In the section concerning a diagnosis for the $@eid economic situation of the macroregion
the description of natural resources arising froatiamal, Community and international
regulations were expanded, emphasised were envinotainconsiderations arising from the
natural potential of Eastern Poland and a referevae® made to the principle of sustainable
development and relevant strategic documents @inadufrom the “State Ecological Strategy
for the years 2003-2006 taking into account thespestive for the years 2007-2010"). The
SWOT analysis was supplemented by the most vitahgths and weaknesses of Eastern
Poland which arise from the state of the naturairenment (variety of nature protection
forms). It was pointed out that Objectives the Paogme will be implemented in conformity
to the principle of sustainable development anceesng natural resources, especially
protected areas, including areas under the Nat0@® Bystem, as well as in line with the
binding standards and norms for environment priectn the operational programme in the
description of the priority axis dedicated to “Vodship growth centres” taken into
consideration was promotion of ecomobility chains. (correlation systems of pedestrian and
bicycle traffic with public transport) by combiningarious forms of public transport. With
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respect to the condition of Natura 2000 system falewing provision has been introduced
to the operational programm#rojects co-financed under the Operational Prognaue will

be fully consistent with provisions of the EIA Riiee, Directive on the Conservation of
Natural Habitats and Directive on the ConservationWild Birds. In the phase of project
selection relevant eligibility criteria will be afipd to guarantee that the projects conform to
requirements laid down by the above mentioned tires. Co-financing of projects, which
affect adversely potential Natura 2000 areas @as which in the opinion of the European
Commission should have been delimited on 1 May,28@4vhich had not been delimited by
Poland), will be inadmissible.”

The procedure of project selection assumes theiatppent of the Monitoring Committee for
EPD OP, to which representatives of institution®rganisations that handle issues of
environment protection may be invited as obseraethe request of Committee chairman.
Recommendation of the forecast executor with resjgeapplication of ecological criteria on
all stages of project implementation (from draftiegmplementation), informing the society
on websites about projects, procedures and progvihs the operational programme, as
well as applying green procurement will be allowedin the educational campaign planned
by the Ministry of Regional Development relatediridividual key projects also under EPD
OP. The campaign will be aimed at presenting practapplication of the constitutional
principle of sustainable development, and in palkdic presenting to the general public
information concerning measures undertaken by aotdrs of investment projects for natural
environment protection, with particular emphasisnooderating and compensation measures
implemented under infrastructural projects. Anotb#fect of the campaign should also be
moderation of social conflicts which accompany stweent projects and facilitation of
project implementation pursuant to the adopted dwalee This campaign will comprise the
following elements:

- education films containing information concerningasures in projects undertaken for
the needs of environment protection;

- manual on “green public procurement”;

- Internet service;

- meetings of representatives of self-government aiiiks, ecologists, specialists on
environment protection, representatives of contractvho execute investment projects
with the inhabitants;

- trainings and manual for beneficiaries related toammunication in a situation of
occurrence of a social conflict.

Some suggestions of the forecast executors coutdbeoincluded in the operational
programme for formal reasons, as they concernedfgpissues which are currently foreseen
by the scope of a document entitlddetailed description of priority axasnderOperational
Programme Development of Eastern Poland 2007 — '20IBis is a separate national
supplementing of the operational programme, aridnogn the act of 6 December 2006
concerning principles for execution of the develeptrpolicy (Journal of Laws — Dz.U. 2006
No. 227, item 1658 as later amended@his document will comprise a separate chapter
presenting recommendations of the forecast rel@tedpects of environment protection and
sustainable development.

A few recommendations of the forecast executor mtdoeen adopted. This referred to:

- establishment of a new priority axis under the Pangne called “Enhancing the natural
system of Eastern Poland as basis for developnfemivaronment friendly forms of the
economy” (reason: support areas that are themigtigaited and financially anticipated
by the programme and repetition of objectives ur@er&E);
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- introduction of faithfully proposals for provisioms objectives of the priority axis “Road
infrastructure” (reason: complexity in formulation)

11.1.1. Review of optional solution (pursuant teefrast document).

When drafting thed=orecast of impact on environmetiie author took into consideration an
optional situation to forbearing implementationtbé above mentioned Programme and its
consequences in the future.

Nevertheless he agreed that as regards futurel soaaenvironmental consequences for the
macroregion the option that assumes launching ef Rhogramme appears to be more
advantageous than the hypothetical option with regiRmme.

The forecast author granted approval to the measoreerning integrated ecological
municipal transport, which is an optional solution transport in relation to mass
motorisation.

Simultaneously the forecast author stated that hie stage of planning of particular
investments in the given priority axis of the Peogme, the beneficiary should anticipate a
few possible options, of which the one least detnital for the nature and landscape should
be selected. The forecast author has neverthahesl ghat in the event of adverse impact of
the measure on environment, justified by higheiadawr economic interest, the applicant is
obliged to execute compensation of nature. Thi®meunendation, which is of obligatory
nature, will bind the beneficiary in planning thgen investment.

11.1.2. Methods of limiting potentially adverse seqguences of the Programme
implementation

In the Forecast of impact on environmetite author has included several measures, which
should allow avoiding or at least minimising irresible environmental damage in execution
of particular projects of EPD OP. The basic wayimwiting anthropopresssure is to select a
location for the undertaking which will be leasixigus to the environment. With reference to
care for development of the given region, it isessary to allow for local and regional
consideration and development predispositions. $haild be done on the basis of planning
documents drafted on a regional and national IéMélen executing the investment, legal and
procedural requirements with respect to environnpeotection and sustainable development
should be respected. It is necessary to allow fimimising the areas of exceptional natural
values necessary for the investment and avoidingsang ecological corridors and animal
migration routes. Where possible the existing podtstrial facilities should be used and
appropriately adapted, new infrastructure shoulderopriately integrated with the existing
space, and in the first instance degraded areagsdsbe occupied for needs of investments,
and investments should be situated in areas séywetdegrated public transport. To promote
proecological behaviour it is recommended to apgtgen” procurement and purchases (e.g.
purchase of equipment of high energy effectiverneassage of ecological paper). Already at
the stage of planning investments modern techraaal technological solutions should be
selected and possibilities of creating environnfeendly work places should be taken into
consideration.

The described recommendations of forecast exeutilidoe taken into account in the stage of
drafting detailed description of priority axes un&®D OP.
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11.2. Opinions and agreements of the environmenteption body and the Main Sanitary
Inspector

Pursuant to Article 43, par. 1 and with referer@ditticle 381, par. 1, point 1 of the act of 27
April 2001 The Environment Protection Law (JourolLaws from 2001 No.62, item 627 as
later amended) and pursuant to the Article 6 of Bheective 2001/42/EC of European
Parliament and of the Council of 27 June 2001 henassessment of the effects on certain
plans and programmes on the environment (Officairdal of EU L 197 from 21.07.2001)
the Minister of Regional Development sent on 14 &mober 2006 to the Minister of
Environment and the Main Sanitary Inspector a fase®f impact on environment of the
project EPD OP 2007-2013 with a request for aniopin

The Main Sanitary Inspector had no reservationsegards the submitted document. The
Minister of Environment issued opinions on the dueut twice, as the first time the forecast
had not been complete. It failed to comprise: iatdan of correlations between the

operational programme with other strategic docusjerlements of the operational

programme which will have a positive impact on @rironment and issues of transborder
impact. The forecast of impact on environment @ftdEPD OP was verified by its executor

and sent once again to the Minister of Environnmweitth a request for opinion; subsequently
in letter of 27 February 2007 ref. No.: DO2354/2006/jd, the Minister declared not having
any reservations.

11.3. Results of social participation

According to procedure of Article 43 par. 2 of thet of 27 April 2001 The Environment
Protection Law (Journal of Laws from 2006, No. 1#0m 902, as later amended), on 14
November 2006 the Ministry of Regional Developmeommenced social consultations of
the Operational Programme Development of EastefanBd2007-2013 along with forecast
of impact on environment. Both documents were prieskon the website of the Ministry of
Regional Development (www.mrgov.pl). They were atsade available for inspection in
reception of the ministry building (2/4, Wspdlnaregtt, Warsaw). Information concerning
commencement of consultations was published on@&&iber 2006 in a Polish daily paper.
Simultaneously the Ministry of Regional Developmesent letters to leaders of non-
government organisations and opinionating reseistitutes inviting to active participation
in the consultation process, including conferenceacerning the initial version of the
forecast document. On 28 November 2006 the foreemstutor presented the document
during a conference in Warsaw. The consultatiorcgge was ended on 5 December 2006
Apart from remarks notified during a consultatioreeting, the Ministry of Regional
Development has submitted to the forecast exedtgaemarks in writing and seven other
opinions which contained ca. 30 different commeiffitee main remarks and reservations to
the forecast concerned the following issues:

- negative approach to development needs of the doramsgion and striving at
establishment of a “heritage park of nature” inveaiships of Eastern Poland,

- taking into consideration threats that arise ordy hature, with concurrent limited
focusing on threats to other elements of the na&imaronment,

- excessively unequivocal and negative evaluationngfact exerted by infrastructure
related to roads and universities on the enviroimen

- proposal for a new priority axis related to natpretection and railway infrastructure
without identification of the financial situatiori the Programme.

Following the consultations, the forecast executoalysed the obtained information, and
apparently the major part of remarks were incluid¢al the final report forecast of impact on
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environment. The document in its final version veabmitted to the Ministry of Regional

Development at the end of January 2007. A detdiddlar listing concerning the way in

which the forecast executor included in the foreclsument remarks made during social
consultations, is contained in annex No. 4 of thealFReport for Environment Impact

Forecast of the Operational Programme Developmieastern Poland 2007-2013.

11.4. Methods and frequency for performing revieglated to implementation of provisions
of the operational programmes.

Themes of priority axes to be executed under theradpnal programme are not directly
correlated with environmental considerations, néngess some influence of those measures
on the environment is assumed.

To monitor significant impact of the programme dme tenvironment, already at the
preparation stage of the project the beneficiaity vave to apply departmental “Guidelines
on procedures for environmental impact assessnwnprbjects co-financed from national
and regional operational programmes”, and afSaidelines on a homogenous management
and monitoring system for individual projecsnsistent with Article 28 par. 1 point 1 of the
act of 6 December 2006 concerning principles far tevelopment policy’The guidelines
assume preparation for each planned project a “Blaproject drafting”, which verifies the
advancement of preparation of the environmentabithpssessment report. This enables the
determination of undesirable impact of the giverasuge on the environment already at the
stage of investments preparation and undertakimqyoppiate remedial measures. In the
further stage of project implementation monitoriagil be performed on the basis of
information received from the beneficiary under thporting system of projectBursuant to
publication dates of official statistical data, ntoring the impact of project execution on the
environment will be taking place in an annual cydeginning from the end of the second
year from commencement of implementation of the-ajg@nal programme.

Consequently in the Managing Authority of EPD OPpasition will be established for
monitoring progress of the Programme with respeetvironmental considerations.

Additionally a national partnership network for protion of sustainable development

principles will be established, comprising repreawes of government administration

(including operational programmes of managing tngtins for the operational programmes
2007- 2013), self-government administration and-gowernment ecological organisations.
Establishment of the network will contribute toegtation of measures connected to the
environment protection in all projects financed @nBPD OP.
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XIl. INFORMATION ON CONDUCTED SOCIAL CONSULTATIONS

1. Objective and legal basis

Pursuant to principles defined in Article 11 of @oil Regulation (EC) No. 1083/2006 of 11
July 2008° the Ministry of Regional Development conductece tprocess of social
consultations right from the beginning of prepamatworks connected with the Programme.
The consultations were aimed at obtaining opiniand remarks of social and economic
milieus and partners, which will allow introducinmptential changes related to assistance
granted in the draft Programme and subsequentiggduadvancement of the document to be
submitted.

2. Progress

Social consultations of the Programme (version Blowere conducted in the period from
March-December 2006. The consultation process wasuéed in two stages, and mainly by
organisation of general and thematic conferencestimgs, sessions of the working team for
preparation of the Programme, the participatioseaif-government authorities and experts for
regional development in the process of selectirgjepts for the indicative listing of key
projects under the Programme, as well as publicationformation materials.

Within consultations of the Programme a series offerences were organised, which
comprised:

regional conferences:
— Rzeszéw — 13.03.2006,
— Lublin — 17.03.20086,
— Biaystok — 03.04.2006,
— Olsztyn — 07.04.2006,

— Kielce — 10.04.2006;
Conference that sums up the consultations — 11008.2

Conferences were preceded by presenting a draftatpeal programme along with
information about commencement of the consultagimtess on the website of the Ministry
of Regional Development (www.mrgov)pBefore the first conference an invitation wasoal
published in a general Polish daily paper to pgie in the consultative conferences.

Each of the conferences was a forum for discussimnsrepresentatives of all five
voivodships covered by assistance under the opesritiprogramme. The conference
programme was developed according to harmonisadefrmrk provisions and contained
three elements:

— permanent part of all conferences — presentatidgheobperational programme;
— presentation of the main subject of the conference:
— in Rzeszow — road infrastructure;

40 Council Regulation (EC) No. 1083/2006 of 11 July@&0laying down general provisions on the European
Regional Development Fund, the European Social umadthe Cohesion Fund and repealing Regulation (EC
No. 1260/1999 (Official Journal EU L 210 of 31.7080p. 25)
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— in Lublin — Supporting the development of metrofaoli functions —
Infrastructure of public municipal transport;

— in Biaystok — Infrastructure of information sogipt
— in Olsztyn — Infrastructure of universities;

— in Kielce — Supporting the development of metraawlifunctions — Congress,
exhibition, sport and fair infrastructure.

— discussions: formal conclusions, questions anduteiss.

The meetings were organised with full involvememtgovernment and self-government
administration employees and with active particgrabf marshals, voivodship governors and
members of voivodship councils. The conferencesswdran open nature, and interested
persons could send information about their pawmitgn via the Internet.

To achieve further flexibility for the consultatigorocess, in addition an electronic mail
address was made available (porpw@mrgyvtpl which comments and remarks were sent
with respect to the operational programme. Inforamatconcerning presentation of the
operational programme on the website and addresgeofronic mail were presented during
all meetings and conferences connected with theatipeal programme.

Within the consultations organised were also infation briefings related to the operational
programme with representatives of social and econgrartners, scientific milieus, and
representatives of the self-government and govemhm@gthorities and potential beneficiaries
of the Programme.

Consultative conferences were accompanied by sttdrem the media, and information
about the programme was turned over during thenisgd press conferences, as well as in
the form of press articles and advertisements.

3. Participants

Pursuant to Article 8 of Council Regulation (EC).N®83/2006, a wide milieu of partners
representing administration of all levels of temial self-government, government
administration in voivodships, economic, social amdn-government organisations,
parliamentarians, university rectors, represergatiof research institutes and entrepreneurs
have been invited to cooperation under the Programm

Pursuant to the partnership principle, the Programvianaging Authority appointed a
Working Team on 10.03.2006, for purposes of drgftilhe Operational Programme
Development of Eastern Poland, to draft provisitmsthe Programme plan. The Team
comprised representatives of self-government ailisorof Eastern Poland, government
administration, representatives of the Commission i§sues of the Eastern Wall of the
Association of Voivodships in Poland and expertsrémional development, appointed in a
permanent fashion to working in the Team.

Keeping the partnership principle in mind, the Mging Authority assured participation of
regional authorities in selection of applicatiomsthe indicative listing of individual key
projects of the Programme.

For needs of wider promotion of the Programme &tuee was developed which constituted
a compendium of knowledge concerning the said mogne. It comprised such information,
as the objective, arrangement of priority axes mw@sures, description of priority axes, as
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well as rules for financing of the Programme. Th®chure was handed over to all
participants of regional conferences organisechbyMinistry of Regional Development.

4. Conclusions

During the consultation process a lot of remarkd escommendations were made, which
enable the verification of the stipulations andteots of the Programme (version No. 6).
Remarks made during consultative conferences weraséd inter alia on the following
issues:

definition and range of the metropolitan region,

algorithm of fund division among voivodships,

financing the construction and expansion of rediarports,

financing the development and modernisation ofua lines,

catalogue of beneficiaries,

setting up a schedule for receiving proposals ¢oltidicative Lists of Individual Key
Projects,

financing possibilities of roads other than voivioiggsones,

possibilities of executing investments relatedgorsinfrastructure.

As a result of conducted consultations, the opamatiprogramme draft was amended, taking
into account a series of remarks and postulates ndst important changes comprised:

verification and supplementing the diagnosis,
supplementing the SWOT analysis,
specification in more detail objective | of theqrity axisModern economy
changes with respect to the existing priority axeduding:
— including poviat towns to the Measutafrastructure of congress and fair
tourism
— changing the name of the priority axis frénfrastructure of roads and border
crossinggo Transport infrastructure
— adding the Measumicycle routes
verification and specification in more detail ofpgs of beneficiaries, inter alia
excludingagreements of territorial self-government unitgcludingscientific centres
(a term wider thamesearch institute
specification in more detail monitoring indicatafsobjectives and priority axes,
verification of the Programme implementation system
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ATTACHMENTS:

1. Indicative listing of major projects

road No. 42

Approximat
e total cost * Anticipated TS
f f of period of Place of ]
No. Name of project / scope of investments e project e resg)?:és:jtt)ilgnfor
(million execution
euro)
1. 2. 3. 4. 5. 6.
Priority axis Il
For coordination of
preparation of project
5 voivodships and technical
1 Broadband Internet network of Eastern Poland 300.14 2007-2015 of Eastern documentation
Poland responsibility is borne
by the Minister of
Regional Development
Priority axis 11
1 | Integrated municipal transport system in Lublin 91.98 2007 - 2013 lubelskie The town of Lublin
Establishment of a system integrating public
2 | transport in the city of Rzeszéw and its 54.01 2008 - 2011 podkarpackie | Rzesz6w Municipality
surroundings
Development of the public transport system in ) ) . . S
3 the Kielecki Metropolitan Area 67.88 2007 - 2013 wi tokrzyskie | Kielce Municipality
4 Mod_ernlsatlon and deve_lopment of an integrated 105.28 2007 - 2011 warmi skp * | The Olsztyn commune
public transport system in Olsztyn mazurskie
Priority axis IV
Elimination of development barriers — bridge over
the Vistula River with rehabilitation of voivodship ’ ’ wi tokrzyskie
1 road No. 764 and opening of transport links in the 70.51 2008-2012 wi tokrzyskie voivodship
direction Rzesz6w — Kielce
2 Developm_ent of the v0|v_odsh|p road_ No. 747 I. a 66.00 2007-2013 lubelskie Lubelskie voivodship
— Konopnica on the section Konopnica — Kamie
General Directorate of
3 By-pass <_)f Nowe Miasto Lubawskie and Lubawy 93.49 2007-2013 warmi sk_o- National Roads and
along national road No. 15 mazurskie Motorways, Branch
Office in Olsztyn
Construction of eastern by-pass road of Przemy |
that connects national road No. 77 with national
4 | road No. 28 and with voivodship road No. 885 to 102.06 2007-2013 podkarpackie | Przemy | Municipality
improve accessibility to border crossings from
Ukraine in Medyka and Malhowice
General Directorate of
5 Crossing through Starachowice along national 56.11 2007-2010 wi tokrzyskie National Roads and
road No. 42 Motorways, Branch
Office in Kielce
General Directorate of
6 Construction of W chock By-pass along national 54.41 2007-2010 wi tokrzyskie National Roads and

Motorways, Branch
Office in Kielce




2. Complementariness of particular priority axe€BD OP as compared to other operational
programmes for the years 2007-2013.

The demarcation between the programmes was seakipgtinto account the value of
project, character of project, type of projectioahcial instrument.

An additional demarcation method for all axes & BEPD OP is selection of investments and
their including in the indicative list of individu&ey projects.

Priority axis IModern economy
Measure |.1Infrastructure of universities

Measures undertaken in this scope will be compléamgnin relation to investments
implemented under:

- OP Infrastructure and Environment (ERDF) — withpexg to teaching base and sport and
recreation infrastructure of universities educafingf of all in fields supported under OP
I&E, i.e. transport, environment engineering, powelustry and health protection;

- regional operational programmes of voivodships istern Poland (ERDF) — with
respect to teaching, social and sport infrastrectior all education levels, including
universities (in a supplementary way for EPD OR) aocational training institutions;

- OP Human Capital (ECF) — with respect to improvamgnpetencies of university staff
and increasing the number of graduates from stuglgdsf of key importance for the
economy. Furthermore, with respect to improving edecation system standard, system
of educational and vocational counselling and dqu@ educational opportunities;
creation of regional programmes of balancing edopat opportunities for pupils
endangered by marginalisation; adaptation of theeaibn offer of education institutions
to needs of the regional labour market; propagatbrife-long learning; improving
gualifications of the education system staff;

- Rural Development Programme (EAFRD) no support lenmed for measures with
respect to educational infrastructure;

- under the sectoral operational programme “Fish&FF) no support is planned for
measures with respect to educational infrastructure

Measure |.2Supporting the establishment and providing capitedeed capital funds

Measures undertaken in this scope will be compléamgnin relation to investments
implemented under:

- OP Innovative Economy (ERDF) — with respect tostasice for high risk funds (venture
capital) of national importance;

- regional operational programmes in voivodships afstern Poland (ERDF) — with
respect to financial support of credit and loaruségfunds, where seed funds will not be
supported (seed capital);
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- OP Human Capital (ECF) — with respect to improvamgnpetencies of staff within the
R&D system; improving access to employment and supm professional activity;
establishing conditions for development of entreqpeship and self-employment;

- Rural Development Programme (EAFRD) no support lenmed for measures with
respect to establishment and capitalisation of higlhfunds.

- under the sectoral operational programme “Fish&PF) no support is planned for
measures with respect to establishment and cagaitaln of high risk funds.

Measure 1.3Supporting innovations
Measures undertaken in this scope will be compleéangro investments implemented under:

OP Innovative Economy (ERDF) — with respect toestfic research and development
works; supporting investments made by entreprenedtis respect to R&D works;
commercialisation of results of R&D works; develagm of research infrastructure of
research institutes, laboratories; initiating inatbve activity; supporting enterprises
which are on initial growth stages; activation diet private investor market;
implementing results of R&D works, new technologiesw investments which comprise
the application of highly innovative organisatioaald technological solutions;

- regional operational programmes of voivodships mstérn Poland (ERDF) — with
respect to financial support of credit and loanusé&c funds; investment grants;
development of cooperation between the sphere oD R&d the economy; assisting
research studies and development works; establistharal development of institutions
that create conditions for development of entrepueship and knowledge transfer, i.e.
industrial parks, science and technology parks iandbators of technology, including
incubators of entrepreneurship and academic prgbators, investor service centres,
promotion centres or vocational training centresjitalisation of post-industrial areas
with designation for industrial and service zonsmnplex infrastructure for investment
areas; direct capital support for investments temgmises;

- OP Human Capital (ECF) — with respect to improvaognpetencies of staff within the
R&D system; improving access to employment and stpp professional activity;
establishing conditions for development of entraprgship and self-employment;
supporting the development of staff in enterprisesablishment and development of a
system of cooperation and information exchange éetwresearch institutes and
enterprises;

- Rural Development Programme (EAFRD) — with respéct modernisation or
construction of agricultural products processingnpd or infrastructure for wholesale
trade in agricultural products connected with inyimg general results achieved by
enterprises, conditions for environment protectiang in the event of microenterprises
adaptation to new recently introduced Communityndéads; additionally in relation to
establishing microenterprises by farmers or pergeagng work in agriculture;

- under the sectoral operational programme “Fish&F) with respect to production
investments in aquaculture and investments rekatguocessing and trade in products of
fisheries and aquaculture.



Measure |.4Promotion and cooperation

Measures undertaken in this scope will be compléamgnin relation to investments
implemented under:

OP Innovative Economy (ERDF) — with respect to supipg promotion of sale on the
Single European Market and promoting export, eisthinly and development of the
entrepreneur service system, support for a netwbriavestor services and measures
connected with increasing investment attractiorgnmmting Polish economy on the
international market, as well as with respect teegiments and counselling related to
development of cooperation correlations of transre rank, establishing new
innovative types of tourist products and servicestablishing a system of tourist
information;

regional operational programmes of voivodships mstern Poland (ERDF) — with
respect to organising promotional campaigns pramgothe region aimed at improving
the economic, tourist image, development and eimtuif development programmes
and promotions of regional or local cultural orristiproducts; furthermore with respect
to supporting mechanisms that stimulate cooperdt&iween the sectors of economy and
science; establishment and development of clusteds efficient network of business
environment institutions; promoting transregionad anternational cooperation;

OP Human Capital (ECF) — with respect to develoghmegpotential of non-government

organisations — improving their abilities to implem public tasks; establishment and
development of a system of cooperation and infaonaexchange between research
institutes and enterprises; stimulating the agtivitf local communities and their

involvement in measures that prevent marginalisatiorural areas; training, information

and promotion, and counselling measures servingni@vement of inhabitants in the

process of preparing development concepts of raraas, execution of development
strategy for human resources on rural areas byadimgicooperation of local partners;

Programmes of European Territorial Cooperation (ERB with respect to developing
transborder economic contacts and strengtheningnoeasc and scientific and
administrative cooperation by developing cooperatigith respect to research and
development, education, innovation and know-howdfer — aimed at integrating SMEs
into networks, clusters, including developmenthadit cooperation with universities and
research institutes, as well as promotion and dgweént of cooperation between entities
on the labour market, strengthening ties with fagtns that provide public services;

Rural Development Programme (EAFRD) — with respeéhformation and promotional
measures on the internal EU market aimed at draaftemtion of consumers to specific
properties of assets of given agricultural prodymepagation of scientific and technical
knowledge related to agricultural produce - measurelated to public relations,
promotion, advertisement (advertisement spotsanity, radio, the press, participating in
fairs, exhibitions, delivery of trainings, confeoes, promotion in sale points, running an
internet service, publication of brochures, leafleposters, promotional materials.
Furthermore with respect to cooperation — estainlestit of producer groups, aimed at
common introduction of goods into trade, includprgparation for sale, centralisation of
sale and deliveries to recipients and laying dowosommon principles concerning
information on production, as well as projects o&nsregional and international
cooperation within Leader groups ;

under the sectoral operational programme “FishEEF) — with respect to promotional
campaigns for produce of fisheries and aguaculhgieding improving the image of the
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fisheries sector. For local groups with respecestablishment and execution of local
development strategies including encouraging taldishment of a network with view to
propagation of information in the fisheries sector.

Priority axis IlInfrastructure of information society

Measure Il.1Broadband network in Eastern Poland

Measures undertaken in this scope will be compleamgnin relation to investments
implemented under:

OP Innovative Economy (ERDF) — with respect to leli&hing electronic administration,
establishing electronic services of a local nahyrestablishing fully integrated platforms,
which will allow providing public services by eleohic mail, inter alia tax settlements,
customs, administrative charges etc.; stimulatibrestablishing and development of the
Polish digital resources in the Internet; recortdiom and integration of state registers;
supporting electronic business, and also with retspe counteracting digital exclusion;
assures to citizens access to broadband Interappo® in this scope will be subject to
partial or full coverage for costs of access tcaldizand Internet for households potentially
excluded from an information society with the optiof ensuring the indispensable
hardware and software, and also technical assistanénstallation of the equipment;

regional operational programmes of voivodshipsastern Poland (ERDF) — with respect
to establishment or development of regional andlldroadband and secure networks
especially on rural areas; development of secuta slansmission systems; establishing
public points of access to the Internet; developneé public e-services of a regional and
local dimension, i.e.: establishing an informatinfrastructure for public administration
allowing efficient and secure access to resourcegublic data and information;
establishing and rationalisation of services angliegtions that allow efficient system of
services for citizens and economic entities, esthinlg and rationalisation of digital
resources of information of systems of electronichisation of databases used by
citizens and economic entities);

OP Human Capital (ECF) — with respect to measume®d at active integration of

persons endangered by social exclusion and distabexd on the labour market; delivery
of specialised training as regards utilisation @fT] inter alia utilisation of e-learning,

vocational advancement with respect to using aogdiging e-services (e-administration,
e-health etc.);

Rural Development Programme (EAFRD) — for Leadeupgs with respect to purchase of
software, hardware and computer equipment (inctueiquipment and devices that allow
access to the Internet and purchase of the seofieecess to the Internet) and making
them accessible for needs of the rural communitgrtbance the living standard of the
population;

under the sectoral operational programme “Fish&FF) no support is planned for
measures with respect to information society;

Priority axis Il Voivodship growth centres will be implemented

Measure I1l.1.Systems of municipal public transport
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Measures undertaken in this scope will be compléamgnin relation to investments
implemented under:

- regional operational programmes of voivodships astErn Poland (ERDF) — with respect
to municipal public transport and public local sport systems, including railways;
construction and modernisation of the network @afdsy trackways, energy systems and
traction substations; purchase and assembly otésvelated to telematics, purchase and
assembly of equipment used for security of vehiaéic in public transport, construction
of parking lot systems type “Park and Go” (“Park&Rior “Bike&Ride");

- Rural Development Programme (EAFRD) no support lenmed for measures with
respect to municipal public transport;

- under the sectoral operational programme “Fish&FF) no support is planned for
measures with respect to municipal public transport

Measure lll.2Infrastructure for congress and fair tourism

Measures undertaken in this scope will be compléamgnin relation to investments
implemented under:

- regional operational programmes of voivodships @stern Poland (ERDF) with respect
to development of sport, recreation and culturafrastructure, as well as combining
tourist with recreational functions, educationablegical and cultural ones;

Rural Development Programme (EAFRD) — for Leadgoups with respect to
organisation of culture related, recreational gmattsevents;

under the sectoral operational programme “Fishd¥=JEno support is planned for
measures with respect to facilities for congreskfair tourism.

Priority axis IV Transport infrastructure
Measure IV.1Road infrastructure

Measures undertaken in this scope will be compléamgnin relation to investments
implemented under:

- OP |Infrastructure and Environment (ERDF) — withpexs to infrastructure of road,
railway, airline and water transport, mainly TENA€tworks, but also other important
ones for improving transport accessibility and s$ragional and international links
(construction of motorways, express roads, natiowalds, railway transregional and
international networks; construction, developmemd amodernisation of airports;
regulating river beds etc.);

- regional operational programmes of voivodships astErn Poland (ERDF) - with respect
to road infrastructure (along voivodship, poviadasommune roads); infrastructure of
railway routes, infrastructure of airports and astiructure for regional water transport,
and construction and reconstruction works aimettheit adaptation to the forecast traffic
intensities; raising the traffic safety level; dlaly infrastructure with respect to traffic
safety and environment protection, including equepbtsupport for the rescuing system;

- Programmes of European Territorial Cooperation #thwespect to transport of
importance for transborder cooperation / contadtis infrastructure of border crossings;
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- Rural Development Programme (EAFRD) - with respéat improvement and
development of infrastructure connected with thevedopment and adaptation of
agriculture and forestry — Scheme | Consolidatidn lands, i.e. construction and
modernisation of commune, access roads to arafudis;la

under the sectoral operational programme “Fish@sFF) — with respect to construction
and modernisation of roads on the area of fishingsp unloading place and fishing
harbour or road, if this is the only access roadhi fishing port, unloading place or
harbour.

Priority axis V.Sustainable development of tourist potential basedatural conditions
Measure V.IPromoting sustainable development of tourism

Measures undertaken in this scope will be compléamgnin relation to investments
implemented under:

OP Innovative Economy (ERDF) — with respect to leighing new innovative kinds of
tourism products and services, establishment ofystesn of tourist information;
investments with respect to tourist products afigragional importance;

regional operational programmes of voivodshipsastern Poland (ERDF) — with respect
to establishment and modernisation of a tourise lmddocal and regional rank, promotion
of regional / local tourist offer;

Rural Development Programme (EAFRD) — with resgectupporting microenterprises
launching activity in the sector of tourism, indlugl agritourism, modernisation of the
tourist base on areas with forests and on rurasar&lso with respect to establishing or
overhaul, reconstruction of the public infrastrueticonnected with development of
tourist functions and social and culture relatelctions. For Leader groups with respect
to development of agritourism and tourism on ruaedas, including: establishment or
modernisation of the electronic tourist informatitkase and websites, drafting and
publishing folders and other types of informatiambjications, marking facilities which
are important or characteristic for the area cavénelocal development strategy;

- under the sectoral operational programme “Fisi{e§F) — with respect to supporting
infrastructure connected with tourism and serviées minor fishing communities.
Propagation of ecotourism and rod fishing withomtreasing the quotas and fishing
effort. Furthermore, propagation of aquaculturemi®r as well as shaping of the
landscape and traditional features of aquacultieasa
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Measure V.2Bicycle routes

Measures undertaken in this scope will be compléamgrto investments executed under:

OP Infrastructure and Environment (ERDF) — with pext to establishment or
modernisation of minor infrastructure used to pdeviaccess to protected areas for
tourists;

regional operational programmes of voivodshipsastern Poland (ERDF) — with respect
to construction of local and regional biking roudpeghs including construction or
modernisation of minor infrastructure used to pdeviaccess to protected areas for
tourists; construction of a “Bike&Ride” parking $gm;

Programmes of European Territorial Cooperation th wespect to transport infrastructure
of importance for transborder tourism including sioaction of bicycle routes along with
accompanying infrastructure;

Rural Development Programme — with respect to @sgie to SMEs which launch
operation in the sector of tourism, including agriism, modernisation of tourist base on
the area of forests and on rural areas. Also vasipect to construction, modernisation of
routes important for tourism of for social reasonsrural areas and urban and rural areas.
For groups Leader with respect to construction ¢omstruction of minor tourist
infrastructure, in particular vantage points, mggtand bivouac places, routes for cross-
country and downhill skiing, bicycle routes;

under the sectoral operational programme “Fish&FF) no support is planned for
measures related to bicycle routes.
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3. Institutional diagram of the operational prograen
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4. Organisational diagram presenting the arrangemiethe Managing Authority, Certification AuthoyijtAuditing Authority and Institution
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5. Diagram of financial flows and certification wwrxdOP Development of Eastern Poland
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